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PART I

Forward-Looking Statements

This report contains forward-looking statements within the meaning of the federal securities laws relating to future events and future results of H2O
America and its subsidiaries that are based on current expectations, estimates, forecasts, and projections about H2O America and its subsidiaries and the
industries in which H2O America and its subsidiaries operate and the beliefs and assumptions of the management of H2O America. Some of these forward-
looking statements can be identified by the use of forward-looking words such as “believes,” “expects,” “may,” “will,” “should,” “seeks,” “approximately,”
“intends,” “plans,” “estimates,” “projects,” “strategy,” or “anticipates,” or the negative of those words or other comparable terminology. These forward-
looking statements are only predictions and are subject to risks, uncertainties and assumptions that are difficult to predict. Therefore, actual results may
differ materially and adversely from those expressed in any forward-looking statements. Important factors that could cause or contribute to such differences
include, but are not limited to, those discussed in this report under Item 1A, “Risk Factors,” and Item 7, “Management’s Discussion and Analysis of
Financial Condition and Results of Operations,” and elsewhere, and in other reports and documents H2O America files with the Securities and Exchange
Commission (the “SEC”), specifically the most recent Form 10-Q and reports on Form 8-K filed with the SEC, each as it may be amended from time to
time.

The accuracy of such statements is subject to a number of risks, uncertainties and assumptions including, but not limited to, the following factors:

• the risks associated with the proposed transactions with Quadvest, L.P., a Texas limited partnership, and Quadvest Wholesale, LLC, a Texas
limited liability company (together “Quadvest”), including, the risk of the proposed transactions not closing on the anticipated timeline, or at all,
the ability to obtain required regulatory approvals, and the ability to successfully integrate Quadvest’s operations and realize the projected
financial and other benefits of the proposed transactions;

• the effect of water, utility, environmental and other governmental policies and regulations, including regulatory actions concerning rates,
authorized return on equity, authorized capital structures, capital expenditures, per- and polyfluoroalkyl substances (“PFAS”) and other decisions;

• changes in demand for water and other services;

• unanticipated weather conditions and changes in seasonality including those affecting water supply and customer usage;

• the effect of the impacts of climate change;

• unexpected costs, charges or expenses;

• our ability to successfully evaluate investments in new business and growth initiatives;

• contamination of our water supplies and damage or failure of our water equipment and infrastructure;

• the risk of work stoppages, strikes and other labor-related actions;

• catastrophic events such as fires, earthquakes, explosions, floods, ice storms, tornadoes, hurricanes, terrorist acts, physical attacks, cyber-attacks,
epidemic or similar occurrences;

• changes in general economic, political, business and financial market conditions;

• the ability to obtain financing on favorable terms, which can be affected by various factors, including credit ratings, changes in interest rates,
compliance with regulatory requirements, compliance with the terms and conditions of our outstanding indebtedness, and general market and
economic conditions; and

• legislative and general market and economic developments.

Actual results are subject to other risks and uncertainties that relate more broadly to our overall business, including those more fully described in our filings
with the SEC, including our most recent reports on Form 10-K, Form 10-Q and Form 8-K. Forward-looking statements are not guarantees of performance,
and speak only as of the date made, and H2O America undertakes no obligation to update or revise any forward-looking statements except as required by
law.
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Item 1. Business
General Development of Business

H2O America, a Delaware corporation, was initially incorporated as SJW Corp. in the state of California in 1985. In May 2025, the company changed its
corporate name from SJW Group to H2O America. We will not distinguish between our prior and current corporate name and will refer to our current
corporate name throughout this Annual Report on Form 10-K. As such, unless expressly indicated or the context requires otherwise, the terms “H2O
America,” “company,” “we,” “us,” and “our” in this document refer to H2O America, a Delaware corporation, and, where appropriate, its subsidiaries.
H2O America is a holding company that conducts its business through the following wholly owned subsidiaries:

• San Jose Water Company (“SJWC”), with its headquarters located at 110 West Taylor Street in San Jose, California 95110, was originally
incorporated under the laws of the State of California in 1866. As part of a reorganization in 1985, SJWC became a wholly owned
subsidiary of H2O America. SJWC is a public utility in the business of providing water service in the metropolitan San Jose, California
area.

• H2O America NE LLC (previously known as SJWNE LLC), a Delaware limited liability company, was formed in 2019, and is a wholly
owned subsidiary of H2O America. H2O America NE LLC is a special purpose entity established to hold H2O America’s investment in
Connecticut Water Service, Inc. Connecticut Water Service, Inc. with its headquarters located in Clinton, Connecticut, was incorporated
in 1974 in the State of Connecticut. As part of the merger transaction between H2O America and Connecticut Water Service, Inc. in
2019, Connecticut Water Service, Inc. and its subsidiaries (“CTWS”) became a wholly owned subsidiary of H2O America NE LLC.
Connecticut Water Service, Inc. is a holding company with four wholly owned subsidiaries. The Connecticut Water Company (“CWC”)
and The Maine Water Company (“MWC”) are public utilities in the business of providing water service throughout Connecticut and
Maine. The remaining two subsidiaries are Chester Realty, Inc., a real estate company in Connecticut, and New England Water Utility
Services, Inc. (“NEWUS”), which provides contract water and sewer operations and other water-related services.

• H2O America TX Holdings, Inc. (previously known as SJWTX Holdings, Inc.), a Texas corporation, formed in 2021, is the holding
company for SJWTX, Inc., doing business as The Texas Water Company (“TWC”), Texas Water Operation Services, LLC (“TWOS”)
and Texas Water Resources, LLC (“TWR”). TWC is a public utility in the business of providing water service in Bandera, Blanco,
Comal, Hays, Kendall, Medina and Travis Counties in the growing region between San Antonio and Austin, Texas. TWC additionally
provides wastewater service in Comal and Kendall counties. TWC also holds a 25% equity interest in Acequia Water Supply Corporation
(“Acequia”). Acequia has been determined to be a variable interest entity within the scope of Accounting Standards Codification
(“ASC”) Topic 810—“Consolidation,” with TWC as the primary beneficiary. As a result, Acequia has been consolidated with TWC.
TWOS was created for non-tariffed service operations and TWR was formed to hold wholesale water supply assets.

• H2O America Land Company (previously known as SJW Land Company) was incorporated in 1985. H2O America Land Company owns
undeveloped land in California.

• National Water Utility Services, LLC (“NWU”) is currently the contracting entity for shared services among the H2O America affiliates
formed in 2024.

• H2O America Risk Solutions, Inc., is a captive insurance entity and wholly owned subsidiary of H2O America Inc., established in 2025
to manage certain insurance specific risks of the Company in addition to its use of traditional insurance products provided by its current
insurance carriers.

Together, SJWC, excluding the City of Cupertino (“Cupertino”) service concession arrangement operations, CWC, MWC, TWC, and Acequia, are referred
to as “Water Utility Services,” which is our single reportable segment.

Other business activities that are not separately reportable segments are SJWC’s City of Cupertino service concession arrangement operations, property
management and investment activity conducted by H2O America Land Company and Chester Realty, Inc., contract water and sewer operations and other
water-related services provided by NEWUS and are collectively referred to as “Other Services.”

Quadvest acquisition

On July 7, 2025, H2O America, through its indirect subsidiary, TWC, entered into an Asset Purchase Agreement (the “Regulated Business APA”), with
Quadvest, L.P., a Texas limited partnership, as seller (“Quadvest Retail”) and H2O America, as guarantor, pursuant to which, and subject to the terms and
conditions set forth therein, Quadvest Retail has agreed to sell, and
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TWC has agreed to acquire, substantially all of the assets of Quadvest Retail related to the operation of Quadvest Retail’s water and sewer utility business
(the “Regulated Business”) at a purchase price consisting of a base amount of $483.6 million, with certain adjustments based on capital expenditures (the
“Regulated Business Transaction”). The Regulated Business Transaction will be subject to the satisfaction of various closing conditions set forth in the
Regulated Business APA, including satisfaction of the closing conditions with respect to the Wholesale Business Transaction described below.

Concurrently on July 7, 2025, H2O America, its indirect subsidiary, Texas Water Operation Services, LLC (“TWOS”) and TWC (together with H2O
America and TWOS, the “Purchasers”), entered into another Asset Purchase Agreement (the “Wholesale Business APA” and together with the Regulated
Business APA, the “Agreements”), with Quadvest Retail and its affiliate, Quadvest Wholesale, LLC, a Texas limited liability company (“Quadvest
Wholesale” and together with Quadvest Retail, the “Sellers”), pursuant to which, and subject to the terms and conditions set forth therein, Quadvest
Wholesale has agreed to sell, and TWOS has agreed to acquire substantially all of the assets of Quadvest Wholesale related to the operation of Quadvest
Wholesale’s wholesale water and sewer business (the “Wholesale Business” and together with the Regulated Business, the “Businesses”) at a purchase
price consisting of a base amount of $56.4 million, with certain adjustments based on capital expenditures (the “Wholesale Business Transaction”, and
together with the Regulated Business Transaction, the “Transactions”). The Wholesale Business Transaction will be subject to the satisfaction of various
closing conditions set forth in the Wholesale Business APA, including the simultaneous closing of the Regulated Business Transaction described above.

On July 9, 2025, TWC filed a request with the Public Utility Commission of Texas (“PUCT”) to use Fair Market Value (“FMV”) to support its acquisition
of Quadvest, L.P. On August 7, 2025, the PUCT appointed three appraisers to determine the FMV. In December 2025, TWC received the appraised FMV
from the three PUCT appointed appraisers for the assets of Quadvest, L.P. In accordance with Texas’ FMV statute, the purchase price of $483.6 million
will serve as the ratemaking rate base. TWC filed its Sale, Transfer & Merger (“STM”) application with the PUCT in January 2026.

Regulation and Rates

Water Utility Services, excluding non-tariffed activities, are subject to rate regulation based on cost recovery and meets the criteria of accounting guidance
for rate-regulated operations, which affects the timing of the recognition of certain revenues and expenses. H2O America’s consolidated financial
statements reflect the actions of regulators in the ratemaking process. The ratemaking process is intended to provide revenues sufficient to recover normal
operating expenses, provide funds for replacement of water infrastructure and produce a fair and reasonable return on stockholder common equity. H2O
America’s regulated operations financing activities are designed to achieve capital structures consistent with regulatory guidelines in the locations where
the companies operate. The following summarizes each state’s authorized rates and capital structure as of December 31, 2025:

California Connecticut Texas (a) Maine (b)

Authorized capital structure (debt/equity) 45% / 55% 47% / 53% 42% / 58% 49% / 51%
Authorized return on equity (c) 9.81% 9.30% 10.88% 9.50%
Authorized rate base (in millions) $1,308.0 $784.1 $96.2 $148.7
Estimated rate base at year-end (in millions) (d) $1,460.8 $878.2 $211.7 $203.5

___________________________________
(a) Estimated by management.
(b) The authorized capital structure and return on equity shown are those of the largest division of MWC, the Biddeford and Saco division. This return on equity and capital structure will

be used for any future Water Infrastructure Surcharge (“WISC”) calculations for all divisions until the Maine Public Utilities Commission (“MPUC”) has authorized or approved a
different return on equity structure in a different proceeding.

(c) For California, the approved Water Cost of Capital Mechanism (“WCCM”)-adjusted return on equity is 10.01% less a 20-basis point reduction due to the reimplementation of the
Water Conservation Memorandum Account (“WCMA”).

(d) An approximation of rate base which includes net utility plant not yet included in rate base pending rate case filings and outcomes.

California Regulatory Affairs

SJWC’s rates, service and other matters affecting its business are subject to regulation by the California Public Utilities Commission (the “CPUC”).

Generally, there are three types of rate adjustments that affect SJWC’s revenue collection: general rate adjustments, cost of capital adjustments, and offset
rate adjustments. From time to time, SJWC may file special rate applications for discrete projects, such as the Montevina Water Treatment Plant Upgrade
and the Advanced Metering Infrastructure program as needed or directed by the CPUC. These special applications are separate from general rate case
filings and are subject to their own rate recovery mechanisms. General rate adjustments are authorized in general rate case decisions, which usually
authorize an initial
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rate adjustment followed by two annual escalation adjustments. General rate applications are normally filed and processed during the last year covered by
the most recent general rate case as required by the CPUC in order to avoid any gaps in regulatory decisions on general rate adjustments. Actual revenue
received may be higher or lower than the revenue requirement due to a number of factors including actual customer counts, usage or other regulatory
factors in force at the time.

Cost of capital adjustments are rate adjustments resulting from the CPUC’s usual tri-annual establishment of a reasonable rate of return for SJWC’s capital
investments.

The purpose of an offset rate adjustment is to compensate utilities for changes in specific pre-authorized offsettable capital investments or expenses,
primarily for purchased water, groundwater extraction, purchased power, pensions, and group health insurance. Pursuant to the California Public Utilities
Code, a balancing account must be maintained for each expense item for which such revenue offsets have been authorized. Memorandum accounts track
revenue impacts due to catastrophic events, certain unforeseen water quality expenses related to new federal and state water quality standards, energy
efficiency, water conservation during periods of mandated water restrictions, water tariffs and other approved activities or as directed by the CPUC. The
purpose of balancing and memorandum accounts is to track the under-collection or over-collection associated with such expense changes and activities for
future recovery or refund considerations. Carrying balances of the balancing and memo accounts earn a rate of return based on treasury rates.

On June 29, 2023, the CPUC approved an authorized rate of return of 7.28% based on a return on equity of 8.80%, cost of debt of 5.46%, and a capital
structure of approximately 45% debt and 55% equity. The CPUC also authorized continuation of the WCCM in the same decision. The WCCM provided
for an adjustment to SJWC’s return on equity and cost of debt if the average Moody’s Aa utility bond index rate between October 1, 2021 and September
30, 2022 varies by more than 100 basis points when compared to the same period from the prior year. The index rate difference between those periods
increased 103 basis points, thereby triggering the WCCM. Accordingly, on June 30, 2023, SJWC filed Advice Letter No. 598 to inform the CPUC that the
authorized rate of return required an update in accordance with the WCCM. On July 31, 2023, SJWC filed Advice Letter 599 to adjust the return on equity
to 9.31% and the cost of debt to 5.26%, resulting in a rate of return of 7.47% for the remainder of 2023. Advice Letter No. 599 was approved with an
effective date of July 31, 2023. On October 13, 2023, SJWC filed Advice Letter No. 601 to inform the CPUC that the authorized WCCM required an
update to SJWC’s authorized rate of return, effective January 1, 2024, based on the change to the Moody’s Aa utility bond index rate between October 1,
2022, and September 30, 2023. SJWC requested an adjusted return on equity of 10.01%, a cost of debt of 5.28%, and a resulting authorized rate of return of
7.86%. The request was approved with an effective date of January 1, 2024, Separate from the filing, the return on equity was further adjusted by a 20-basis
point reduction for reimplementation of the WCMA resulting in an overall rate of return of 7.75%.

On December 15, 2023, SJWC, along with three other California water utilities, filed a joint request for a one-year deferment on the cost of capital filings
which would otherwise be due on May 1, 2024. Postponing the filing a year alleviated administrative processing costs on the utilities as well as the CPUC
staff and provided relief for both CPUC and utility resources already strained by numerous other proceedings. The request was conditioned on leaving the
current WCCM in place such that any adjustments would be made to the respective utilities cost of capital during the one-year deferment based on the
mechanism. The request was approved on February 2, 2024. Based on the change in the average Moody’s Aa utility bond index rate between the 12 months
ended September 30, 2023 and September 30, 2024, there was no adjustment to SJWC’s cost of capital for 2025.

On January 2, 2024, SJWC filed a general rate case application with the CPUC to increase rates charged for water service by $55.2 million or 11.11% in
2025, by $22 million or 3.99% in 2026, and by $25.8 million or 4.49% in 2027. The application proposed a $540 million three-year capital budget and also
included requests to recover $23.5 million from balancing and memorandum accounts, further alignment between actual and authorized usage, and a shift
to greater revenue collection in the service charge. On December 19, 2024, the CPUC approved a final decision for rate increases of $21.3 million or 3.91%
in 2025, $14.4 million or 2.55% in 2026, and $17.4 million or 2.98% in 2027. The decision also provides a three-year capital budget of $450 million and
recovery of $15.8 million in memorandum and balancing accounts.

On May 16, 2024, SJWC filed Advice Letter No. 609 to increase the authorized revenue requirement by $28.3 million, or 5.3%, to offset the increases to
purchased potable water charges, the groundwater extraction fee, and purchased recycled water charges from its water wholesalers effective July 1, 2024.
Advice Letter No. 609 was approved with an effective date of July 1, 2024.

On May 23, 2024, SJWC filed Advice Letter No. 610/610A to increase the authorized revenue requirement by $0.8 million, or 0.14%, to recover revenue
related to the plant additions for the Advanced Metering Infrastructure project. Advice Letter No. 610/610A was approved with an effective date of July 1,
2024.

On December 9, 2024, SJWC filed Application No. 24-12-004 with the CPUC requesting authorization to issue and sell additional debt securities in an
aggregate principle amount not exceeding $400 million to fund the retirement of all or a portion of SJWC’s then-outstanding short-term bank loans, and the
balance, if any, for any or all purposes as may be allowed under
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Section 817 of the Public Utilities Code, including water utility plant construction, completion, replacement, extension or improvements of its existing
facilities; acquisition of property and/or water systems; and reimbursement of moneys previously expended from income for which SJWC’s treasury has
not been reimbursed. This application is pending before the CPUC.

On December 18, 2024, SJWC, along with three other California water utilities, filed a joint request for a second one-year deferment on the cost of capital
filings which would otherwise be due on May 1, 2025. The request was conditioned on leaving the current WCCM in place such that any adjustments will
be made to the respective utilities cost of capital during the one-year deferment based on the mechanism. The request was approved on January 14, 2025.

On December 20, 2024, SJWC filed Advice Letter No. 613 to increase authorized revenue requirement by $21.3 million, or 3.91%, and implement new
water rates and recover $15.8 million in memorandum and balancing accounts in accordance with Decision No. 24-12-077. This filing was approved with
an effective date of January 1, 2025.

On May 27, 2025, SJWC filed Advice Letter No. 616 to increase the authorized revenue requirement by $22.5 million, or 4.00%, to offset the increases to
purchased potable water charges, the groundwater extraction fee, and purchased recycled water charges from its water wholesalers effective July 1, 2025.
Advice Letter No. 616 was approved with an effective date of July 1, 2025.

On May 28, 2025, SJWC filed Advice Letter No. 617 to increase the authorized revenue requirement by $6.8 million, or 1.16%, to recover revenue related
to the plant additions for the Advanced Metering Infrastructure (“AMI”) project. Advice Letter No. 617 was approved with an effective date of July 1,
2025.

On June 24, 2025, SJWC filed Advice Letter No. 618 to establish the Water Contamination Litigation Memorandum Account (“WCLMA”) to track net
proceeds and costs resulting from water contamination litigation. Advice Letter No. 618 was approved in July 2025 by the CPUC with an effective date of
June 24, 2025.

On October 15, 2025, SJWC filed Advice Letter No. 620 to re-establish the Ground Water Regulation Legal Expense Memorandum Account to track
litigation and consensus building legal and related legal expenses associated with SJWC’s water rights. Advice Letter No. 620 was approved with an
effective date of November 14, 2025.

On November 10, 2025, SJWC, along with three other California water utilities, filed a joint request for a third one-year deferment on the cost of capital
filings which would otherwise be due on May 1, 2026. The request was conditioned on leaving the current WCCM in place such that any adjustments will
be made to the respective utilities cost of capital during the one-year deferment based on the mechanism. The request was approved on November 18, 2025.

On November 20, 2025, SJWC filed Advice Letter No. 621 to increase the authorized revenue requirement by $17.2 million, or 2.89%. This filing was
superseded by Advice Letter No. 621A, filed on December 5, 2025, to update changes to certain rate schedules. Advice Letter No. 621A was approved with
an effective date of January 1, 2026.

Connecticut Regulatory Affairs

CWC’s rates, service and other matters affecting its business are subject to regulation by the Public Utilities Regulatory Authority of Connecticut
(“PURA”).

PURA allows the Connecticut regulated operations to add surcharges to customers’ bills in order to recover certain costs associated with approved eligible
capital projects through the Water Infrastructure Conservation Adjustment (“WICA”) in between full rate cases, as well as approved surcharges or sur-
credits for the Water Revenue Adjustment (“WRA”).

On February 26, 2024, CWC filed its 2023 WICA reconciliation with PURA. The reconciliation, approved by PURA on March 27, 2024 and effective for
12 months beginning April 1, 2024, replaced the expiring 2022 reconciliation credit of 0.16% with a credit of 0.13%. The cumulative WICA surcharge as
of April 1, 2024 was 7.41%, collecting $7.8 million on an annual basis. In connection with CWC’s most recent general rate case decision, as of July 1,
2024, the base WICA surcharge was reset to zero; however, the credit of 0.13% for 2023 reconciliation continued to apply into 2025.

On February 28, 2024, CWC filed its 2023 WRA. The mechanism reconciles 2023 revenues as authorized in CWC’s most recent rate case. The 2023
WRA, as approved by PURA on March 11, 2024 and effective for 12 months beginning on April 1, 2024, imposed a 2.11% sur-credit on customer bills to
refund the 2023 revenues over-collection.

On June 21, 2024, CWC submitted an application to PURA for the approval to issue unsecured notes in an amount of up to $150.0 million. PURA
approved the application on August 14, 2024.

On July 26, 2024, CWC filed for a WICA increase of $4.3 million in annualized revenue for $41.9 million in completed infrastructure projects. PURA
approved the application, and effective October 1, 2024, the cumulative WICA surcharge is 3.43%.

On January 28, 2025, CWC filed its 2024 WICA reconciliation with PURA. The reconciliation is effective for 12 months beginning April 1, 2025,
replacing the expiring 2023 reconciliation credit of $0.1 million with a credit of $2.4 million on an
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annual basis. On January 28, 2025, CWC filed for a WICA increase of $1.6 million in annualized revenues for $15.7 million in completed projects. On
March 26, 2025, PURA approved the filing in its entirety. The cumulative WICA surcharge as of April 1, 2025, was 4.90%, collecting $6.0 million on an
annual basis.

On February 24, 2025, CWC filed its 2024 Water Rate Adjustment (“WRA”) mechanism. The mechanism reconciles 2024 revenues as authorized in the
CWC’s most recent rate case as well as provides for recovery of certain amounts of executive compensation as the result of the achievement of
performance metrics as prescribed by PURA. The 2024 WRA surcharge of 3.62%, approved by PURA on March 26, 2025, is effective for 12 months
beginning April 1, 2025.

On March 6, 2025, CWC submitted an application requesting that PURA approve the issuance of $19.4 million in Drinking Water State Revolving Fund
Loans that the Company proposes to use to fund three projects pertaining to: (1) the interconnection of the Green Springs Water System in Madison,
Connecticut with the Guilford Water System; (2) a facility for centralized treatment of raw water from certain wells in CWC’s Gallup System in Plainfield,
Connecticut; and (3) a Lead Service Line Identification Program. A decision was received from PURA on April 30, 2025, approving CWC’s request.

On June 4, 2025, the Connecticut General Assembly approved Public Act No. 25-142, An Act Concerning Water Utility Systems and Water Quality and
Treatment Surcharges. The Act, signed by the Governor on July 1, 2025, allows CWC to surcharge customers for investments related to emerging
contaminants, primarily PFAS. In accordance with the legislation, CWC submitted its Water Quality and Treatment Adjustment (“WQTA”) Assessment
Report (“AR”) on July 2, 2025. A decision was received from PURA on December 17, 2025, approving CWC’s AR.

On July 30, 2025, CWC filed for a WICA increase of $3.1 million in annualized revenue for $24.3 million in completed projects. On September 24, 2025,
PURA approved the filing in its entirety. The cumulative WICA surcharge as of October 1, 2025 is 7.47%, collecting $9.1 million on an annual basis.

On January 22, 2026, CWC submitted its WQTA application to recover the costs associated with in-progress or completed WQTA-eligible projects through
a WQTA surcharge of $0.6 million, or 0.53%. Also included in this filing was a revised WQTA AR reflecting a comprehensive view of the status of all
projects featuring updated project eligibilities, costs and water quality sampling results. If approved by PURA, the proposed WQTA charge will become
effective April 1, 2026.

On January 26, 2026, CWC filed its 2025 WICA reconciliation with PURA for a surcharge of $0.3 million on an annual basis. The reconciliation, if
approved, would be effective for 12 months beginning April 1, 2026. In addition, on January 26, 2026, CWC filed for a WICA increase of $2.7 million in
annualized revenues for $25.7 million in completed projects. If approved, the cumulative WICA surcharge as of April 1, 2026, will be 9.90%, collecting
$12.1 million on an annual basis.

On February 25, 2026, CWC filed its 2025 WRA mechanism. The mechanism reconciles 2025 revenues as authorized in the CWC’s most recent rate case
as well as provides for recovery of certain amounts of executive compensation as the result of the achievement of performance metrics as prescribed by
PURA. If approved, the 2026 WRA surcharges of 5.70% will become effective for 12 months beginning April 1, 2026.

Texas Regulatory Affairs

TWC’s rates are subject to the economic regulation of the PUCT. The PUCT may authorize rate increases after the filing of an Application for a Rate/Tariff
Change. Rate cases may be filed as they become necessary, provided there is no current rate case outstanding. Furthermore, rate cases may not be filed
more frequently than once every 12 months.

TWC has no current general rate case pending. However, TWC continues to amend its existing System Improvement Charge (SIC) for both water and
sewer. SIC filings are used to include certain utility plant additions made from 2020 to present in its rate base, thereby increasing revenue and avoiding the
immediate need for a general rate case. On September 12, 2024, TWC filed its application to amend its original SIC with the PUCT. Its amended SIC
applies to all customers and increases its annual water revenue by $3.9 million and its annual sewer revenue by $0.2 million, in addition to the original SIC
filed with the PUCT on December 30, 2022. On May 15, 2025, the PUCT filed the final order approving TWC’s amended SIC application. On October 6,
2025, TWC filed its second application to amend its SIC. The application seeks to increase TWC annual water revenue by $4.7 million and sewer revenue
by $0.3 million, in addition to its amended approved SIC rates. TWC’s second application to amend its SIC was deemed administratively complete on
December 15, 2025, and is expected to be approved mid-2026. Additionally, TWC is required to file a general rate case on or before March 21, 2028.
Notwithstanding any SIC filing, TWC will continue to file its annual adjustments for the Water Pass-through Charges (“WPC”) for Canyon Lake, Deer
Creek, Kendall West, Clear Water Estates, and Saddleridge customers. All water supply cost increases are recoverable when the next annual WPC
adjustment for each system is filed.

Maine Regulatory Affairs

MWC’s rates, service and other matters affecting its business are subject to regulation by the MPUC. MPUC allows MWC to add surcharges to customers’
bills in order to recover certain costs associated with capital projects through the WISC in
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between general rate cases. Projects eligible for WISC surcharges include all infrastructure replacement or repair projects, excluding meters, that are
necessary for the transmission, distribution or treatment of water.

On March 31, 2023, MWC filed the third and final step of its multi-year rate case for the Biddeford Saco division related to the Saco Drinking Water
Resource Center. The filing sought a $2.9 million, or 19.9%, increase in revenue requirement, proposed to be phased in over two years with a 12% increase
effective July 1, 2023 followed by a 9% increase effective July 1, 2024, with a slight decrease in year three to reach the overall 19.9% requested. On
August 5, 2023 the MPUC issued an order granting a temporary rate increase of $1.5 million or 10% while the case and the company’s full request were
litigated. The company reached a settlement agreement with MPUC and the Office of the Public Advocate and filed a stipulated settlement agreement with
the MPUC on December 22, 2023. The commission approved the stipulation on January 5, 2024, with a rate effective date of January 1, 2024. The
approved stipulation authorized an increase in rates of $2.6 million or 17.6%. The Biddeford and Saco division’s increase in rates was based on an
authorized return on equity of 9.5% along with a capital structure of 49% debt and 51% equity. This return on equity and capital structure are used for any
future WISC calculations for all divisions until the MPUC has authorized or approved a different return on equity structure in a different proceeding.

During the year ended December 31, 2024, MPUC issued orders approving surcharges for the Camden-Rockland, Freeport, Oakland and Millinocket
divisions that in aggregate represent annual revenue increases of $0.3 million.

On October 25, 2024, MWC filed an application with MPUC to adjust customer rates in the Camden Rockland division. The proposal requested an
increase in annual revenues of approximately $1.1 million, or 15.9%, over then-current authorized revenues. On June 27, 2025, the MPUC approved a
settlement stipulation, authorizing an increase in rate of $0.87 million, or 13.0% with an effective date of July 1, 2025.

On December 31, 2024, MWC filed a request to establish a unified tariff across its ten separate rate divisions. On January 13, 2026, the MPUC approved a
stipulated agreement consolidating those ten districts into a single unified rate structure, effective February 1, 2026. The agreement also includes
authorization for a needs-based financial assistance program consistent with Legislative Document 241, An Act to Authorize the Public Utilities
Commission to Approve Rate Adjustments for Low-Income Water Utility Ratepayers, approved by the Maine Legislature and signed into law by the
Governor on May 29, 2025.

On April 15, 2025, MWC filed a WISC in both the Oakland and Biddeford Saco divisions. The combined requested surcharge is 3.00% or $0.5 million.
The MPUC issued an order approving the surcharges on June 24, 2025, with an effective date of July 1, 2025.

On January 30, 2026, MWC issued a Notice of Intent to file a general rate case with the MPUC on or about March 31,2026. The filing will be the first
general rate case since the MPUC’s approval of MWC’s unified rate schedule. MWC’s proposed revenue requirement will be based on a test year ending
December 31, 2025, and adjusted for known and measurable changes and other ratemaking considerations. MWC expects to propose an annual revenue
increase of approximately $12 million.

Please also see Item 1A, “Risk Factors,” Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and Note 3 of
“Notes to Consolidated Financial Statements.”

Description of Business
General

The principal business of H2O America consists of the production, purchase, storage, purification, distribution, wholesale and retail sale of water and
wastewater services. SJWC provides water services to approximately 232,000 connections that serve approximately one million people over 140 square
miles residing in portions of the cities of San Jose and Cupertino and in the cities of Campbell, Monte Sereno, Saratoga and in the Town of Los Gatos, and
adjacent unincorporated territories, all in the County of Santa Clara in the State of California. The CTWS companies provide water service to
approximately 143,000 service connections that serve a population of approximately 465,000 people in 81 municipalities with a service area of
approximately 275 square miles throughout Connecticut and Maine and approximately 3,000 wastewater connections in Southbury, Connecticut. TWC
provides water service to approximately 30,000 service connections that serve approximately 90,000 people in a service area comprising more than 271
square miles in the region between San Antonio and Austin, Texas and approximately 1,000 wastewater connections. Together, the Water Utility Services
distribute water to customers in their respective service areas in accordance with accepted water utility methods. Water Utility Services also provide non-
tariffed services under agreements with municipalities and other utilities. These non-tariffed services include water system operations, maintenance
agreements and antenna site leases.

SJWC operates the Cupertino municipal water system under a service concession arrangement. The system is adjacent to the SJWC service area and has
approximately 4,700 service connections. The original agreement commenced in October 1997 and expired on September 30, 2024. Effective October
2024, SJWC entered into a 12-year agreement with Cupertino subject to an additional term of eight years if agreed to by the parties. SJWC paid an upfront
concession fee of $22.1 million in 2024 and agreed to pay, beginning in 2024, an annual investment rent of $1.8 million, subject to adjustment each year
based on a
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specified construction cost index. Under the terms of the agreement, SJWC assumes responsibility for all maintenance and operating costs of the system,
while receiving all payments for water service.

CTWS provides contracted services to water utilities, as well as offers Linebacker® protection plans for public drinking water customers in the states of
Connecticut and Maine. Linebacker plans cover a limited amount of the cost of repairs to water and wastewater service lines and in-home plumbing.
Services provided are dependent on the selected plan.

H2O America Land Company owns undeveloped real estate property in California. H2O America Land Company previously owned commercial and
warehouse properties in Tennessee, which were sold in 2024. Chester Realty, Inc. owns commercial properties and parcels of land in Connecticut.

Among other things, operating results from the water business fluctuate according to the demand for water, which is often influenced by seasonal
conditions, such as impact of drought, summer temperatures or the amount and timing of precipitation in Water Utility Services’ service areas. Revenue,
production expenses and income are affected by changes in water sales and the sources of water supply. Overhead costs, such as payroll and benefits,
depreciation, interest on long-term debt, and property taxes are not significantly impacted by seasonality or water supply mix. Generally, earnings are
highest in the higher demand, warm summer months and lowest in the lower demand, cool winter months. Certain regulatory mechanisms in our service
areas may mitigate the effects of demand fluctuations and/or variations in water supply costs on our operating results.

Water Supply

California Water Supply

SJWC’s water supply consists of groundwater from wells, surface water from watershed run-off and diversion, reclaimed water, and imported water
purchased from Valley Water under the terms of a master contract with Valley Water expiring in 2051. During normal rainfall years, purchased water
provides approximately 40% to 50% of SJWC’s annual production. An additional 40% to 50% of its water supply is pumped from the underground basin
which is subject to a groundwater extraction charge paid to Valley Water. Surface supply, which during a normal rainfall year satisfies about 6% to 8% of
SJWC’s annual water supply needs, provides approximately 1% of its water supply in a dry year and approximately 14% in a wet year. In dry years, the
decrease in availability of water from surface run-off and diversion and the corresponding increase in purchased and pumped water increases production
expenses substantially. The opposite is also true where water production expenses decrease in wet years. In both instances, the impacts of surface water,
purchased water, groundwater extraction, and purchased power expenses are tracked in SJWC’s Full Cost Balancing Account (“FCBA”) authorized by the
CPUC for cost recovery limiting the impact on operating expenses in the current period.

The pumps and motors at SJWC’s groundwater production facilities are propelled by electric power. SJWC has installed standby power generators at 39 of
its strategic water production sites and manages a fleet of 21 portable generators deployed throughout the distribution system for power outages at
remaining pumping facilities. In addition, the commercial office and operations control centers are outfitted with standby power equipment that allow
critical distribution and customer service operations to continue during a power outage. Valley Water has informed SJWC that its filter plants, which deliver
purchased water to SJWC, are also equipped with standby generators. In the event of a power outage, SJWC believes it will be able to prevent an
interruption of service to customers for a limited period by pumping water using generator power and by using purchased water from Valley Water.

In 2025, the level of water in the Santa Clara Valley groundwater basin, which is managed by Valley Water, experienced a decrease in most areas due to a
decrease in managed recharge operations, a decline in natural recharge associated with less rainfall compared to 2024, and an increase in groundwater
pumping. As reported by Valley Water at the end of 2025, the groundwater level in the Santa Clara Plain was six feet lower compared to the same time in
2024. The total groundwater storage at the end of 2025 was within Stage 1 (Normal) of the Valley Water’s Water Shortage Contingency Plan. On January 1,
2026, Valley Water’s 10 reservoirs were 49% of restricted capacity with 10.1 billion gallons of water in storage. As of December 31, 2025, SJWC’s Lake
Elsman was 62.5% of capacity with 1.3 billion gallons of water, approximately 141.3% of the five-year seasonal average. In addition, the rainfall at
SJWC’s Lake Elsman was measured at 22.12 inches for the period from July 1, 2025 through December 31, 2025, which is 116.6% of the five-year
average. SJWC’s Montevina Water Treatment Plant treated 2.3 billion gallons of water in 2025, which is 104.7% of the five-year average. SJWC’s Saratoga
Water Treatment Plant treated 40 million gallons of water in 2025. SJWC believes that its various sources of water supply will be sufficient to meet
customer demand in 2026.

California faces long-term water supply challenges. SJWC actively works with Valley Water to meet the challenges by continuing to educate customers on
responsible water use practices and conducting long-range water supply planning. Valley Water's 15% voluntary call for conservation and certain watering
and water waste rules established in 2023, are still in place for 2026. The call for continued conservation is due to a major storage reservoir currently
offline for seismic retrofits.
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Connecticut Water Supply

CWC’s water sources vary among the individual systems, but overall, approximately 60% of the total dependable yield comes from surface water supplies
and 40% from wells. In addition, CWC has water supply agreements to supplement its water supply with the South Central Connecticut Regional Water
Authority (“RWA”) and The Metropolitan District (“MDC”) that expire in 2058 and 2053, respectively. CWC believes that it will be able to meet customer
demand for 2026 with its existing water supply which consists of groundwater from wells, surface water in reservoirs and purchased water treated by
neighboring water utilities.

Texas Water Supply

TWC’s water supply consists of groundwater from wells and purchased treated and raw water from local water agencies. TWC has long-term agreements
with the Guadalupe-Blanco River Authority (“GBRA”), which expire in 2037, 2040, 2044 and 2050. The agreements, which are take-or-pay contracts,
provide TWC with an aggregate of 7,602 acre-feet of water per year from Canyon Lake at prices that may be adjusted periodically by GBRA. TWC also
has treated water supply agreements with the Lower Colorado River Authority (“LCRA”) and West Travis County Public Utility Agency (“WTCPUA”)
expiring in 2059 and 2046, respectively, to provide for 350 acre-feet of water per year from Lake Austin and the Colorado River, respectively, at prices that
may be adjusted periodically by the agencies. Forty active production wells located in a Comal Trinity Groundwater Conservation District, a regulated
portion of the Trinity aquifer, are charged a groundwater pump tax based upon usage. TWC expects to meet customer demand for 2026 with TWC’s water
supply which consists of groundwater from wells, surface water and purchased treated and raw water from the GBRA, based on current conditions.

In August 2023, H2O America TX Holdings Inc.’s unregulated subsidiary, TWR, acquired eight wells and the associated water rights of KT Water
Resources LLC (“KTR”). During the third quarter of 2024, TWC purchased these assets from TWR for use in utility operations. Accordingly, H2O
America reclassified $28.4 million related to indefinite-lived water rights from other intangible assets to utility plant intangible assets and $11.7 million
from nonutility property to utility plant. These wells have been projected to yield an additional 6,000 acre-feet per year or more. Development of the KT
Water System remains ongoing.

The Texas service area is currently experiencing drought conditions that result in water usage restrictions for customers. Significant future capital
investment of transmission main and storage facilities in addition to developing additional supply sources is planned for 2026 and beyond.

Maine Water Supply

Water sources at MWC vary among the individual systems, but overall, approximately 90% of the total dependable yield comes from surface water
supplies and 10% from wells. MWC has a water supply agreement with the Kennebec Water District expiring in 2040. MWC believes that it will be able to
meet customer demand for 2026 with its existing water supply which consists of groundwater from wells, surface water in reservoirs and purchased water
treated by neighboring water utilities.

MWC relies on legislatively granted water rights in order to serve customers. In some instances, these rights were granted to predecessor water companies
specially chartered by the Maine legislature many decades ago, with those entities later having been merged into MWC. The legislation incorporating these
predecessor water companies did not address whether chartered rights may be transferred to another entity without special legislative action. The Maine
Business Corporation Act generally provides that property and contract rights of a merged corporation are vested in the surviving corporation without
reversion or impairment. In the MPUC proceedings that approved the mergers of these MWC predecessor companies, the survivorship of water rights was
not contested.

Please also see further discussion under Item 1A, “Risk Factors” and Item 7, “Management’s Discussion and Analysis of Financial Condition and Results
of Operations.”

Franchises

Franchises granted by local jurisdictions permit Water Utility Services to construct, maintain, and operate water distribution systems within the streets and
other public properties of a given jurisdiction.

SJWC holds the necessary franchises to provide water in portions of the cities of San Jose and Cupertino and in the cities of Campbell, Monte Sereno and
Saratoga, the Town of Los Gatos and the unincorporated areas of Santa Clara County. None of the franchises have a termination date, other than the
franchise for the unincorporated areas of Santa Clara County, which terminates in 2035.

CWC’s utility services hold the necessary franchises to provide water in portions of the towns of Ashford, Avon, Beacon Falls, Bethany, Bolton, Brooklyn,
Burlington, Canton, Chester, Clinton, Colchester, Columbia, Coventry, Deep River, Durham, East Granby, East Haddam, East Hampton, East Windsor,
Ellington, Enfield, Essex, Farmington, Griswold, Guilford, Haddam, Hebron, Killingly, Killingworth, Lebanon, Madison, Manchester, Mansfield,
Marlborough, Middlebury, Naugatuck, Old Lyme, Old Saybrook, Oxford, Plainfield, Plymouth, Portland, Prospect, Simsbury, Somers, Southbury, South
Windsor, Stafford,
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Stonington, Suffield, Thomaston, Thompson, Tolland, Vernon, Voluntown, Waterbury, Westbrook, Willington, Windsor Locks and Woodstock.
Additionally, the Heritage Village Water division serves the Town of Southbury with wastewater services. None of the franchises of the CWC utility
services have a termination date.

MWC holds franchises necessary to provide water services in the towns served which are Biddeford, Saco, Old Orchard Beach, Scarborough (Pine Point),
Porter, Parsonsfield, Hiram, Freeport, Camden, Rockland, Rockport, Owls Head, Union, Thomaston, Warren, Bucksport, Skowhegan, Oakland, Hartland,
Millinocket and Greenville. None of the franchises with MWC have a termination date.

TWC holds the franchises necessary to provide water and wastewater services to the City of Bulverde and the City of Spring Branch, which terminate in
2029 and 2036, respectively. The unincorporated areas that TWC serves in Comal, Blanco, Bandera, Hays, Kendall, Medina and Travis Counties do not
require water service providers to obtain franchises.

Competition

The regulated operations of Water Utility Services are public utilities regulated by applicable state public utility commissions and operate within service
areas approved by such regulators. Statutory laws provide that no other investor-owned public utility may operate in the service area of another public
utility of the same class (e.g., another water utility) without first obtaining from the regulator a certificate of public convenience and necessity or similar
authorization. Experience shows such a certificate will be issued only after demonstrating that service in such area is inadequate.

The laws of the states in which Water Utility Services provide regulated services generally provide that municipalities, water districts, and/or other public
agencies of state governments (each, a “Public Agency”) are authorized to engage in the ownership and operation of water systems. Such Public Agencies
are empowered, under certain circumstances, to condemn properties, and/or exercise the right of eminent domain on property operated by privately owned
public utilities, upon payment of just compensation. Furthermore, under California law, Public Agencies are authorized to issue bonds (including revenue
bonds) for the purpose of acquiring or constructing water systems.

Under Connecticut law, any condemnation of water utility property by a Public Agency requires the approval of the PURA and under current Texas case
law, a Public Agency may not exercise that right of eminent domain to take the entire operation of an investor-owned utility.

To the company’s knowledge, no Public Agency has any pending proceeding to condemn any part of its existing water systems, nor to exercise any eminent
domain proceeding to take any of its property or operations.

Environmental Matters

Water Utility Services produces potable water and generates wastewater and hazardous wastes in accordance with all applicable county, state and federal
environmental rules and regulations. Additionally, public utilities are subject to environmental regulation by various other state and local governmental
authorities.

Water Utility Services is in compliance in all material respects with applicable standards under the federal SDWA, including EPA surface‑water treatment
performance standards, Stage 2 Disinfectants and Disinfection Byproducts Rule (“DBPR”) requirements, and primary maximum contaminant levels
(“MCLs”). These standards have been adopted and are enforced by the applicable state water, public health and environmental agencies.

Other state and local environmental regulations apply to our Water Utility Services’ operations and facilities. These regulations relate primarily to the
handling, storage and disposal of hazardous materials and discharges to the environment, including wastewater operations in the States of Connecticut and
Texas. In 2016, SJWC began performing hazardous materials site assessments and remediation prior to the construction phase of capital projects. The site
assessments are performed to identify any legacy materials and determine the need for remediation, which is then completed to obtain site closures from the
Santa Clara County Department of Environmental Health under its Voluntary Cleanup Program.

In April 2024, the EPA issued new national primary drinking water regulations for six PFAS. The regulations impose maximum contaminant levels and
monitoring requirements for the nation’s water systems for six PFAS chemicals under the SDWA. The final regulation requires water systems to comply
with PFAS monitoring and reporting requirements by 2027, and to comply with the maximum contaminant levels by 2029. H2O America estimates
aggregate capital expenditures of approximately $400 million for PFAS treatment based on finalized maximum contaminant levels.

Water Utility Services is currently in compliance with all state and local public health and environmental regulations applicable to their operations.

Please also see Part II, Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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Human Capital Resources

In order to continue to achieve H2O America’s mission of providing high-quality water and exceptional service while investing in the health and vitality of
the communities we serve, we are committed to attract, retain and develop the highest quality talent. We believe our employees are our most important
asset. Throughout our organization, our employees embrace the company’s values of do it right, do it together, and do it with heart in everything we do.
Employees participate in employee engagement and satisfaction surveys providing feedback that enables the company to continually assess and implement
initiatives to enhance employee satisfaction and retention. Through our board and its committees, we are empowered to address factors that impact our
employee strategy and drive positive change in our company and our communities. Our human capital measures and objectives focus on providing a safe
and productive work environment that has clear positive and ethical values; a culture that encourages high performance, respect for each other, and
celebrates diversity; jobs that offer fair wages as benchmarked to the markets that we live and work in; competitive wages and benefits; and training and
development opportunities that support our employees to establish and succeed in meaningful careers at H2O America.

Basic Workforce Data
As of December 31, 2025, H2O America had 837 full-time employees, of whom 396 were SJWC employees, 248 were CWC employees, 109 were TWC
employees, and 84 were MWC employees. At SJWC, 242 employees are members of unions. Employees working for CWC, MWC and TWC are not
represented by unions.

In the final quarter of 2025, SJWC executed three-year bargaining agreements with the International Union of Operating Engineers (“OE”), representing
certain employees in the engineering department, and the Utility Workers of America (“UWUA”), representing the majority of all non-administrative
employees at SJWC covering the period from January 1, 2026 through December 31, 2028. The agreements include a 3% wage increase provided in 2026,
3% in 2027, and 4% in 2028 for the union employees.

Employee Safety
Aiming for a “zero-harm” culture, our vision is to manage health and safety performance to become a leader in the water services industry. Protecting the
health and safety of our employees is a top priority. Our employee health and safety programs, focus on four core elements:

• Safety Leadership: demonstrating management commitment and support, empowering local teams to be accountable for safety;

• Participation: involving every employee in all aspects of the safety program, connecting safety initiatives to serving employees, customers,
shareholders, our communities and the environment;

• Hazard Identification and Control: inspecting workplaces, identifying hazards, implementing controls, and partnering with the front-line teams
responsible for delivering reliable, clean, safe drinking water and service; and,

• Training: training employees on hazards and how to protect themselves. Incident and crisis management of both known and unknown threats to
employee health and safety are anticipated and planned for by our safety team.

We have specific targets that set the trajectory of our safety program to ensure continuous improvement, including:

• Implement processes and systems to track, monitor, report and continually improve health and safety performance;

• Communicate the updated Health and Safety Policy to employees to promote compliance, consultation, and participation of workers on health and
safety matters; and

• Strive for zero accidents and injuries.

We have implemented several management systems to plan and respond to workplace safety and training as well as incidents such as pandemics, wildfires,
earthquakes, cyber threats and extreme weather, among others. The goal is to safeguard our employees’ health and safety during local, national, or global
incidents. Locally, workplace hazards are identified by onsite inspections and from near-miss investigations. More broadly, the team collaborates to
anticipate and plan for external events such as a pandemic or for extreme weather or other external events that could impact our operations. Proactive
identification of hazards keeps us one step ahead of our constantly changing workplace conditions.

Engagement and Satisfaction
H2O America has invested significantly in employee engagement and satisfaction in alignment with its values and five building blocks of Community,
Customers, Employees, Environment and Shareholders. Employees across H2O America identified and adopted three core values to guide their work and
interactions: do it right, do it together and do it with heart. Our leadership employs a servant leadership model where all leaders are encouraged and
expected to provide service to their people ensuring that they continue to grow and thrive in their profession, knowledge, and general well-being. Regular
“Straight Talk” meetings, employee town halls and quarterly “Leadership on Tap” gatherings are held to continue to build and support our culture and
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values. Additionally, the company provides ongoing opportunities for employee recognition from peers and leaders and also administers an employee
engagement and satisfaction survey twice per year.

Community Involvement
In support of our mission, we are dedicated to the people and the environment of the communities where we live, work, and serve. H2O America provides
various opportunities for our employees to participate in outreach programs from free virtual education programs for adults, employee-led courses for
elementary school aged children, winter coat donation drives, environmental cleanups, community events, and grant programs supporting schools and fire
departments. The Force for Good Foundation, established in 2024, is a non-consolidated not-for-profit corporation funded by H2O America that is making
contributions to selected charitable organizations with a focus on the communities served. SJWC and CWC also have matching donations for certain
programs to further promote our employees’ involvement in their communities. In California, the SJWC Employees Community Fund is a 501(c)(3)
charitable organization that uses funds from employee contributions and company matches to provide grants to non-profit organizations supported by our
employees. H2O America has a key commitment to supporting local non-profits through the Force for Good Foundation and building strong community
ties.

Fair Wages and Competitive Benefits

H2O America’s future success is largely dependent upon our ability to attract and retain highly skilled and qualified employees. Our California and
Connecticut subsidiaries operate in particularly competitive labor markets; we believe our compensation package and benefit programs allow us to recruit
and retain talented and qualified personnel. Our compensation and benefits programs include:

• Fair employee wages as benchmarked to the markets that our employees live and work in that are consistent with employee roles and
responsibilities, skill levels, experience, and knowledge;

• Engagement of nationally, recognized outside compensation and benefits consulting firms to independently evaluate the appropriateness and
effectiveness of compensation for our executive and other officers and to provide benchmarks for executive compensation as compared to peer
companies;

• Short-term incentive compensation for management level staff aligning with company financial and operational goals targeted to our stakeholders:
customers, communities, employees, and stockholders;

• Alignment with stockholder value by utilizing equity awards linked to investment performance over time, as well as certain absolute financial
results;

• A comprehensive annual employee performance review process pursuant to which we determine and communicate to employees annual merit
increases, promotions and other changes to responsibilities and duties; and

• Eligibility for all full-time employees to participate in health insurance, dental, vision, cafeteria plans, life and disability/accident coverage,
retirement plans and/or salary deferral plans, an employee stock purchase plan, paid and unpaid leaves, a commuter assistance program,
professional education and training, and tuition assistance.
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Executive Officers of the Registrant

The following table summarizes the name, age, offices held and business experience for each of our executive officers, as of February 26, 2026:

Name Age Offices and Experience

Willie Brown 58 H2O America—Vice President and General Counsel. Mr. Brown serves as Vice President and General Counsel
of H2O America and SJWC since June 2021. Mr. Brown served as Corporate Secretary of H2O America and SJWC
from January 2020 to October 2023. Mr. Brown served as Assistant General Counsel of H2O America and SJWC
from January 2020 to June 2021. From April 2018 to October 2023, Mr. Brown served as counsel and Corporate
Secretary of various subsidiaries of the Corporation. Since joining SJWC in 2008, Mr. Brown has held various legal
positions of increasing scope and responsibly. Prior to joining SJWC, Mr. Brown was an associate at two Silicon
Valley law firms and is a member of the State Bar of California.

Bruce A. Hauk 55 H2O America—President and Chief Operating Officer. Mr. Hauk serves as President of H2O America since July
2025, and Chief Operating Officer of H2O America, SJWC, CTWS, and TWC since January 2023. Mr. Hauk was
the Chief Corporate Development and Strategy Officer of H2O America, SJWC, CTWS, and TWC from August
2022 to December 2022. Prior to joining the Company, Mr. Hauk was the President of NextEra Water from May
2021 to August 2022. Prior to joining NextEra, Mr. Hauk served in several roles at American Water Works
Company, Inc. from May 2011 to March 2021, lastly serving as President of Regulated Operations and Military
Services Group and then as Deputy Chief Operating Officer. Previously, Mr. Hauk served as Deputy Mayor/Chief
Administrative Officer for the City of Westfield, Indiana and as Town Manager/Director of Public Works for the
City of Westfield, Indiana.

Kristen A. Johnson 59 H2O America—Senior Vice President and Chief Administrative Officer. Ms. Johnson serves as President of
Shared Services, Senior Vice President since November 2022 and Chief Administrative Officer of H2O America,
since April 2020. Ms. Johnson also serves as Senior Vice President of Administration for CTWS and certain of its
subsidiaries since November 2019. Ms. Johnson also serves as Senior Vice President and Chief Administrative
Officer of SJWC and TWC, and as Senior Vice President of Administration for CWC and MWC, since April 2023.
Previously, Ms. Johnson served as Director of Human Resources, Vice President of Human Resources and Vice
President and Corporate Secretary of CTWS and its subsidiaries from 2007, 2008, and 2010, respectively. She
served as the Corporate Secretary of MWC until July 2020.

Ann P. Kelly 55 H2O America—Chief Financial Officer and Treasurer. Ms. Kelly serves as Chief Financial Officer and Treasurer
of H2O America, SJWC, CTWS, TWC, CWC, and MWC since July 2025. Ms. Kelly served as Chief Accounting
Officer and Principal Accounting Officer of H2O America, and Chief Accounting Officer of SJWC, CTWS, TWC,
CWC, and MWC from November 2024 to June 2025. Prior to joining H2O America, Ms. Kelly was Executive Vice
President Finance and Chief Financial Officer of American Electric Power from November 2022 to September 2023.
From December 2014 to November 2022, Ms. Kelly served in various roles of increasing responsibility at UGI
Corporation and its subsidiaries. Ms. Kelly also previously served as Vice President Finance and Chief Financial
Officer, AmeriGas Propane, a UGI subsidiary.
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Andrew F. Walters 55 H2O America—Chairman of the Board of Directors and Chief Executive Officer. Mr. Walters serves as
Chairman of the Board of Directors since February 2026 and Chief Executive Officer of H2O America, SJWC,
CTWS, TWC, CWC, and MWC since July 2025. Mr. Walters also served as Chief Financial Officer and Treasurer of
H2O America, SJWC, CTWS, TWC, CWC, and MWC from January 2022 to June 2025. Mr. Walters served as
Chief Corporate Development Officer and Integration Executive of H2O America from November 2019 until
January 2022, and previously served as Chief Administrative Officer of SJWC from January 2014 until January
2019. Mr. Walters also served as the Vice President of Business Planning of CWC and CTWS from November 2019
until January 2022. Prior to joining SJWC in 2014, Mr. Walters was a managing director and a senior acquisitions
officer in the Infrastructure Investments Group of JP Morgan Asset Management from January 2009 to June 2013.
Prior to this, Mr. Walters served in the Investment Banking Division of Citigroup as managing director and head of
infrastructure for the Americas and in other roles focused on mergers and acquisitions and capital raising for clients,
since 1993.

Principal Accounting Officer of the Registrant

The following table summarizes the name, age, offices held and business experience for our principal accounting officer, as of February 26, 2026:

Name Age Offices and Experience

Megan Mattern 44 H2O America—Chief Accounting Officer, Principal Accounting Officer, and Controller. Ms. Mattern serves as
Chief Accounting Officer, Principal Accounting Officer, and Controller of H2O America, and Chief Accounting
Officer of SJWC, CTWS, TWC, CWC, and MWC since July 2025. Prior to joining H2O America, Ms. Mattern was
Vice President and Chief Financial Officer of UGI International, a subsidiary of UGI Corporation (“UGI”), from
August 2022 to July 2025, and was Deputy UGI International from May 2024 to March 2025. From November 2019
to September 2022, Ms. Mattern served as Vice President and Chief Financial Officer at UGI Energy Services, LLC,
a subsidiary of UGI. Previously, Ms. Mattern served in various roles of increasing responsibility at subsidiaries of
UGI from May 2016 to November 2019. Prior to joining UGI, Ms. Mattern served in various roles of increasing
responsibility at the regulated electric and unregulated businesses of PPL Corporation from 2004 to May 2016.

Available Information

H2O America’s Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K, and amendments to these reports, are
made available free of charge through H2O America’s website at www.h2o-america.com, as soon as reasonably practicable, after H2O America
electronically files such material with, or furnishes such materials to, the SEC. The content of H2O America’s website is not incorporated by reference to or
part of this report.

You may obtain electronic copies of our reports filed with the SEC on the SEC website at http://www.sec.gov.

Item 1A. Risk Factors

Investors should carefully consider the following risk factors and warnings before making an investment decision. The risks described below are not the
only ones facing H2O America and its subsidiaries. Additional risks that H2O America and its subsidiaries does not yet know of or that it currently thinks
are immaterial may also impair its business operations. If any of the following risks actually occur, H2O America and its subsidiaries’ business, operating
results or financial condition could be materially affected. In such case, the trading price of H2O America’s common stock could decline and you may lose
part or all of your investment. Investors should also refer to the other information set forth in this Annual Report on Form 10-K, including the consolidated
financial statements and the notes thereto.

Risks Relating To Quadvest Acquisition

The following discusses certain risk factors relating to the proposed transactions with Quadvest, and does not include all of the risk factors associated with
the proposed transactions and H2O America after the proposed transactions.

Our proposed transactions with Quadvest are subject to the receipt of consents and clearances from regulatory authorities that may
impose conditions that could have an adverse effect on H2O America or, if not obtained, could prevent completion of the proposed transactions.

Completion of the proposed transactions is contingent upon, among other things, the receipt of all required regulatory approvals, which consist of
compliance with and filings and the applicable waiting period under the Hart Scott-Rodino Antitrust Improvements Act, compliance with and applications
for permits with state and municipal agencies and consent required by the PUCT for the transfer of Quadvest’s water and sewer utility business (the
“Regulated Business”).
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The terms and conditions of the approvals that are granted by such governmental entities and regulatory authorities may impose requirements, limitations,
costs, or place restrictions on the conduct of H2O America’s business. The asset purchase agreements may require H2O America to comply with conditions
imposed by regulatory entities and, in certain circumstances, either company may refuse to close the proposed transactions on the basis of regulatory
conditions imposed. There can be no assurance that regulators will not impose conditions, terms, obligations or restrictions or that such conditions, terms,
obligations or restrictions will not have the effect of delaying completion of the proposed transactions or imposing additional material costs on or materially
limiting the revenues of H2O America following the proposed transactions. Additionally, H2O America cannot provide assurance that any such conditions,
terms, obligations or restrictions will not result in the delay or abandonment of the proposed transactions, or the consummation of the proposed transactions
on terms different than those contemplated by the asset purchase agreements.

The length of the regulatory approval process required by the PUCT, which may be extended beyond its current estimates, may reduce or
eliminate the benefits to be achieved under the proposed transactions.

As a condition to the consummation of the proposed transactions, the sale of the Regulated Business must be approved by the PUCT. While we expect the
transaction to receive PUCT approval by mid-2026, the exact timeline for this approval process is unknown and may not occur until later, if at all.

In addition to the required regulatory clearances, the proposed transactions are subject to a number of other conditions beyond H2O America’s control that
may prevent, delay or otherwise materially adversely affect its completion. We cannot predict whether and when these other conditions will be satisfied.
Furthermore, the requirements for obtaining the required clearances and approvals could delay the completion of the proposed transactions for a significant
period of time or prevent them from occurring. Any delay in completing the proposed transactions could cause H2O America to not realize, or to be
delayed in realizing, some or all of the benefits that we expect to achieve if the proposed transactions are successfully completed within the expected time
frame. Failure to achieve these anticipated benefits within the expected time frame could result in increased costs and/or lower-than-expected revenues or
income generated by H2O America after the completion of the proposed transactions.

We may be unable to successfully integrate Quadvest’s business with ours and realize the anticipated benefits of the acquisition, which
could negatively impact the future business and financial results of H2O America.

The anticipated benefits expected from the proposed transactions are based on projections and assumptions about the combined Quadvest and H2O
America businesses, which may not materialize as expected or which may prove to be inaccurate. Achieving the benefits of the proposed transactions will
depend, in part, on H2O America’s ability to integrate the business and operations of Quadvest successfully and efficiently with our business. The
challenges involved in this integration, which will be complex and time-consuming, include the following:

• successfully managing relationships with our combined customer base and retaining Quadvest’s customers;

• the ability to successfully integrate Quadvest’s business with ours in a manner that permits H2O America to achieve the synergies and other
benefits anticipated to result from the proposed transactions;

• integrating complex systems, operating procedures, regulatory compliance programs, technology, networks, and other assets of Quadvest and H2O
America in a manner that minimizes any adverse impact on customers, suppliers, employees, and other constituencies;

• diversion of the attention of the management and other key employees of Quadvest and H2O America;

• integrating the workforces of Quadvest and H2O America while maintaining focus on providing clean, high quality water and exceptional service;

• disruption of, or the loss of momentum in, the ongoing business of H2O America;

• liabilities that are significantly larger than we currently anticipate and unforeseen increased expenses or delays associated with the proposed
transactions, including transition costs to integrate the businesses of Quadvest and H2O America, that may exceed the costs that we currently
anticipate; and

• the increased scale of our operations resulting from the proposed transactions.

If we do not successfully manage these issues and the other challenges inherent in integrating Quadvest, then we may not achieve the anticipated benefits
of the proposed transactions and our business, financial condition and results of operations could be materially adversely affected.

Failure to complete the proposed transactions as currently contemplated or at all could negatively impact the stock price, business
operations and financial results of H2O America.
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Completion of the proposed transactions is not assured and is subject to risks, including the risks that approval of the proposed transactions by
governmental entities will not be obtained or that certain other closing conditions will not be satisfied. If the proposed transactions are not completed, or
are completed on different terms than as contemplated by the asset purchase agreements, the ongoing businesses and financial results of H2O America may
be adversely affected and H2O America will be subject to several risks, including the following:

• having to pay certain significant costs relating to the proposed transactions without receiving the benefits of the proposed transactions, including,
in certain circumstances, payment of a termination fee;

• reputational harm due to the adverse public perception of any failure to successfully complete the proposed transactions; and
• H2O America’s management having focused on the proposed transactions instead of on conducting its day-to-day business and operational matters

and pursuing other opportunities that could have been beneficial to the companies.

Any delay in the completion of the proposed transactions, any uncertainty about the completion of the proposed transactions on terms other than those
contemplated by the asset purchase agreements and any failure to complete the proposed transactions could adversely affect the business, financial results
and stock price of H2O America.

The asset purchase agreements with Quadvest may be terminated in certain circumstances, which would result in the benefits of the
proposed transactions not being realized, and under certain circumstances, we may be required to pay a termination fee.

Either H2O America or Quadvest may terminate the asset purchase agreements under certain circumstances, including if the proposed transactions have not
been consummated by January 7, 2027 (unless such date is extended to a date mutually agreed to by the parties to obtain regulatory approval under certain
circumstances, which could be up to an additional eighteen months). However, this termination right will not be available to a party if such failure to
complete the proposed transactions on or before such date is the result of such party’s failure to perform or comply, in all material respects, with any of the
covenants, agreements or conditions of the asset purchase agreements. If we are not able to complete the proposed transactions by the end date, even if we
decide not to terminate the asset purchase agreements, we may not be able to prevent Quadvest from exercising its right to terminate the asset purchase
agreements.

In addition, if the asset purchase agreements are terminated under certain circumstances related to regulatory approvals, H2O America may be required to
pay to Quadvest a termination fee of $21 million.

Failure to obtain financing for the proposed transactions on favorable terms or at all could negatively impact the operating results and
financial condition of H2O America.

H2O America may seek to raise capital to finance the proposed transactions, including through the issuance of debt or equity securities. There can be no
assurance that such financing will be available on favorable terms, or at all. The incurrence of additional indebtedness could adversely affect H2O
America’s financial condition, results of operations, or cash flows. Additionally, equity financings may result in dilution to our existing stockholders and
debt financings may contain covenants that restrict the actions of H2O America and its subsidiaries. Furthermore, any downgrade in H2O America’s credit
ratings by rating agencies may negatively impact the market value and liquidity of H2O America’s debt and equity securities.

Risks Relating To Regulatory and Legal Matters

Our business is regulated and may be adversely affected by changes to the regulatory environment.

Our Water Utility Services primarily represent the tariffed operations of our regulated utilities. Our operating revenue is generated primarily from the sale
of water at rates authorized by applicable state public utility commissions (the “Regulators”). The Regulators set rates that are intended to provide revenues
sufficient to recover normal operating expenses, provide funds for replacement of water infrastructure and produce a fair and reasonable return on
stockholder common equity. Please refer to Part I, Item 1, “Regulation and Rates” for a discussion of the most recent regulatory proceedings affecting the
rates of our regulated operations. Consequently, our revenue and operating results depend substantially upon the rates the Regulators authorize.

In some of our applications for rate approvals, we rely upon estimates and forecasts to propose rates for approval by the Regulators. No assurance can be
given that our estimates and forecasts will be accurate or that the Regulators will agree with our estimates and forecasts and approve our proposed rates. To
the extent our authorized rates may be too low, revenues may be insufficient to cover Water Utility Services’ operating expenses, capital requirements and
H2O America’s historical dividend rate. In addition, delays in approving rate increases may negatively affect our operating results and operating cash
flows.

18



Table of Contents

In addition, policies and regulations promulgated by the Regulators govern the recovery of capital expenditures, the treatment of gains from the sale of real
utility property, the offset of production and operating costs, the recovery of the cost of debt, the optimal equity structure, and the financial and operational
flexibility to engage in non-tariffed operations. If the regulators implement policies and regulations that will not allow Water Utility Services to accomplish
some or all of the items listed above, its future operating results may be adversely affected. Furthermore, from time to time, the commissioners at the
Regulators may change. Such changes could lead to changes in policies and regulations and there can be no assurance that the resulting changes in policies
and regulation, if any, will not adversely affect our operating results or financial condition.

We have various regulatory mechanisms such as balancing and memorandum accounts and rate adjustment mechanisms for infrastructure replacements
and/or improvements, to recover certain costs and expenses. If the Regulators disagree with our calculations of our balancing and memorandum accounts,
we may be required to make adjustments that could adversely affect our results of operations. Furthermore, there is no guarantee that the Regulators will
approve our applications to recover all or a portion of our capital expenditure or infrastructure investment through such rate adjustment mechanisms, and
their failure to do so will adversely affect our financial conditions and results of operations.

Recovery of regulatory assets is subject to adjustment by regulatory agencies and could impact the operating results of Water Utility
Services.

Generally accepted accounting principles (“GAAP”) for water utilities include the recognition of regulatory assets and liabilities to reflect the actions of
regulators as permitted by Financial Accounting Standards Board (“FASB”) ASC Topic 980—“Regulated Operations.” These actions may result in the
recognition of revenues and expenses in time periods that are different from non-rate-regulated enterprises. In accordance with ASC Topic 980, Water
Utility Services record deferred costs on the balance sheet as regulatory assets when it is probable that these costs will be recovered in the ratemaking
process. Also, Water Utility Services record regulatory liabilities for amounts expected to be refunded to customers in the ratemaking process and for
amounts collected in advance of the related expenditures. Please refer to Note 3 of the “Notes to Consolidated Financial Statements” for a summary of
regulatory assets and liabilities. If the assessment of the probability of recovery in the ratemaking process is incorrect and the applicable ratemaking body
determines that a deferred cost is not recoverable through future rate increases, the regulatory assets would need to be adjusted, which could have an
adverse effect on our results of operations and financial condition.

Water Utility Services is subject to litigation risks concerning water quality and contamination.

In October 2023, CWC, a subsidiary of H2O America in our Water Utility Services segment, was named as a defendant in a class action lawsuit alleging
that the water provided by CWC contained contaminants. CWC is vigorously defending itself in this lawsuit. There can be no guarantee that additional
lawsuits will not occur in the future. Any environmental or product-related lawsuit, including the class action against CWC, may require us to incur
significant legal costs and we may not be able to recover the legal costs from ratepayers or other third parties. Although Water Utility Services has liability
insurance coverage for bodily injury and property damage, pollution liability is excluded from this coverage and our excess liability coverage. Pollution
liability coverage is in place for the majority of the H2O America locations and operations but is subject to exclusions and limitations. In addition, any
complaints or lawsuits against us based on water quality and contamination may receive negative publicity that can damage our reputation and adversely
affect our business and trading price of our common stock.

Water Utility Services is subject to possible litigation or regulatory enforcement action concerning water discharges to Waters of the
United States (“WOTUS”).

Regulatory actions and fines related to discharges of water to WOTUS against other water utilities have increased in frequency in recent years. If Water
Utility Services is subject to a litigation or regulatory enforcement action, it might incur significant costs in fines and restoration efforts, and it is uncertain
whether Water Utility Services would be able to recover some or all of such costs from ratepayers or other third parties. In addition, any litigation or
regulatory enforcement action against us regarding a water discharge and/or resulting environmental impact may receive negative publicity that can
damage our reputation and adversely affect our business and the trading price of our common stock.

Streamflow regulations in Connecticut could potentially impact our ability to serve our customers.

In December 2011, regulations concerning the flow of water in Connecticut’s rivers and streams were adopted. As promulgated, the regulations require that
certain downstream releases be made from seven of CWC’s eighteen active reservoirs no later than ten years following the adoption of stream
classifications by the Department of Energy and Environmental Protection (“DEEP”). Currently, downstream releases are made at four locations. The next
streamflow releases will be initiated by February 2028 and will affect two additional reservoirs. No groundwater supply wells are affected by the
regulations.
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DEEP has finalized stream classifications in all areas of Connecticut where CWC maintains and operates sources of supply. The Company remains engaged
in the process in order to minimize the impact to our available water supply. Although modified from prior versions, the regulations still have the potential
to lower our safe yield, raise our capital and operating expenses and adversely affect our revenues and earnings. Although costs associated with the
regulations may be recovered in the form of higher rates and Connecticut law allows for a WICA surcharge to recover capital improvement costs necessary
to achieve compliance with the regulations, there can be no assurance PURA would approve rate increases to enable us to recover all such costs and
surcharges.

New or more stringent environmental regulations could increase Water Utility Services’ operating costs and affect its business.

Water Utility Services is subject to water quality and pollution control regulations issued by the EPA and environmental laws and regulations administered
by the respective states and local regulatory agencies.

New or more stringent environmental and water quality regulations could increase Water Utility Services’ water quality compliance costs, hamper Water
Utility Services’ available water supplies, and increase future capital expenditures.
Under the federal Safe Drinking Water Act (“SDWA”), Water Utility Services is subject to regulation by the EPA relating to the quality of water it sells and
treatment techniques it uses to make the water potable. The EPA promulgates, from time to time, nationally applicable standards, including maximum
contaminant levels for drinking water. For example, in April 2024, the EPA issued new national primary drinking water regulations for PFAS. The
regulations impose maximum contaminant levels and monitoring requirements for the nation’s water system for six PFAS chemicals under the SDWA. The
final regulation requires water systems to comply with PFAS monitoring requirements by 2027, and to comply with the maximum contaminant levels by
2029. H2O America estimates capital expenditures of approximately $400 million for PFAS treatment based on finalized maximum contaminant levels.
Additional or more stringent requirements may be adopted by each state. There can be no assurance that Water Utility Services will be able to continue to
comply with all water quality requirements.

Water Utility Services has implemented monitoring activities and installed specific water treatment improvements in order to comply with existing
maximum contaminant levels and plan for compliance with future drinking water regulations. However, the EPA and the respective state agencies have
continuing authority to issue additional regulations under the SDWA. New or more stringent environmental standards could be imposed that will raise
Water Utility Services’ operating costs and capital expenditures, including requirements for increased monitoring, additional treatment of underground
water supplies, fluoridation of all supplies, more stringent performance standards for treatment plants, additional procedures to further reduce levels of
disinfection by-products, and more comprehensive measures to monitor, reduce or eliminate known or newly identified contaminants, such as PFAS. There
are currently regulatory mechanisms and procedures available to us for the recovery of such costs, however, there can be no assurance that such costs will
be fully recovered and failure to do so may adversely affect our operating results.

The impact of climate change and climate change laws and regulations have been passed and are being proposed that require compliance
with greenhouse gas emissions standards, as well as other climate change initiatives, which could increase Water Utility Services’ operating costs
and affect our business.

Climate change is receiving ever increasing attention worldwide. Many scientists, legislators, and others attribute global warming to increased levels of
greenhouse gases, including carbon dioxide. Climate change laws and regulations enacted and proposed limit greenhouse gases emissions from covered
entities and require additional monitoring/reporting. We produce a corporate sustainability report, which provides an overview of our energy usage and
greenhouse emissions. At this time, the existing greenhouse gases laws and regulations are not expected to materially impact Water Utility Services’
operations or capital expenditures. While regulation on climate change could change, the uncertainty of future climate change regulatory requirements still
remains. We cannot predict the potential impact of future laws and regulations on our business, financial condition, or results of operations. Although these
future expenditures and costs for regulatory compliance may be recovered in the form of higher rates, there can be no assurance that the various state utility
commissions that govern our business would approve rate increases to enable us to recover such expenditures and costs.

Climate change may also impact water supply. For example, severity of drought conditions may impact the availability of water to all Water Utility
Services and rising sea levels and their effect on contributing tributary’s water quality may impact the availability of groundwater to Water Utility Services.

We may be at risk for litigation under the principle of inverse condemnation for activities in the normal course of business that have a
damaging effect on private property.

Under the California legal doctrine of inverse condemnation, a public utility taking or damaging private property can be responsible to the property owners
for compensation, even when damage occurs through no fault or negligence of the utility company and regardless of whether the damage could be
foreseen. Based upon existing California case law, SJWC could be
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sued under the doctrine of inverse condemnation and held liable if its facilities, operations or property, such as mains, fire hydrants, power lines and other
equipment, or wildfires in our Santa Cruz Mountain watershed result in damage to private property.

A court finding of inverse condemnation does not obligate the CPUC to allow SJWC to recover damage awards or pass on costs to ratepayers. Insurance
coverage for inverse condemnation may not be available or may not be sufficient. SJWC’s liquidity, earnings, and operations may be adversely affected if
we are unable to recover the costs of paying claims for damages caused by the operation and maintenance of our property from customers or through
insurance.

Our water utility property and systems are subject to condemnation and other proceedings through eminent domain.

State laws in jurisdictions where we operate, including California, Connecticut, Texas and Maine, allow municipalities, water districts and other public
agencies to own and operate water systems. If these public agencies are able to establish certain eminent domain elements required under state and federal
laws, they may condemn water systems or real property owned by privately owned public utilities in certain circumstances. In general, if a public agency
seeks to exercise its eminent domain power to take possession of private property, it must establish that such taking is for a public purpose and must pay
just compensation to owners of such property. In the event of eminent domain or condemnation proceedings against our water utility property or systems,
we may incur substantial attorney’s fees, consultant and expert fees and other costs in considering a challenge to such proceeding and/or its valuation for
just compensation, as well as fees and costs in any subsequent litigation if necessary. If the public agency prevailed and acquired our utility property, we
would no longer have access to the condemned property or water system, neither would we be entitled to any portion of revenue generated from the use of
such asset going forward. Furthermore, if public agencies succeed in acquiring our assets, there is a risk that we will not receive adequate compensation for
the assets taken or be able to recover all charges associated with the condemnation of such assets, which may adversely affect our business operations and
financial conditions.

Regulatory agencies may disagree with our valuation and characterization of certain of our assets.

If we determine that assets are no longer used or useful for utility operations, we may remove them from our rate base and subsequently sell those assets
with any gain on sales accruing to the stockholders, subject to certain conditions. If the regulators disagree with our characterization, there is a risk that the
regulators could determine that a portion or all of the realized appreciation in property value should be awarded to customers rather than our stockholders.

Risks Relating To Business Operations

The adequacy of our water supplies depends upon a variety of factors beyond our control. Interruption in the water supply may adversely
affect our reputation and earnings.

We depend on an adequate water supply to meet the present and future needs of our customers. Whether we have an adequate supply varies depending
upon a variety of factors, many of which are partially or completely beyond our control, including:

• the amount of rainfall;

• the amount of water stored in reservoirs;

• underground water supply from which well water is pumped;

• availability from water wholesalers;

• changes in the amount of water used by our customers;

• water quality and availability of appropriate treatment technology;

• legal limitations on water use such as rationing restrictions during a drought;

• changes in prevailing weather patterns and climate; and

• population growth.

We purchase our water supply from various governmental agencies and others. Water supply availability may be affected by weather conditions, funding
and other political and environmental considerations. In addition, our ability to use surface water is subject to regulations regarding water quality and
volume limitations. If new regulations are imposed or existing regulations are changed or given new interpretations, the availability of surface water may
be materially reduced. A reduction in surface water could result in the need to procure more costly water from other sources, thereby increasing our water
production costs and adversely affecting our operating results if not recovered in rates on a timely basis. From time to time, we enter into water supply
agreements with third parties and our business is dependent upon such agreements in order to meet regional demand.
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The parties from whom we purchase water maintain significant infrastructure and systems to deliver water to us. The maintenance of these facilities is
beyond our control. If these facilities are not adequately maintained or if these parties otherwise default on their obligations to supply water to us, we may
not have adequate water supplies to meet our customers’ needs.

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. We can make no guarantee that we will always have access to an adequate supply of water that will meet all
required quality standards. Water shortages may affect us in a variety of ways. For example, shortages could:

• adversely affect our supply mix by causing us to rely on more expensive purchased water;

• adversely affect operating costs;

• increase the risk of contamination to our systems due to our inability to maintain sufficient pressure; and

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

We may or may not be able to recover increased operating and construction costs on a timely basis, or at all, for our regulated systems through the
ratemaking process. We can give no assurance, as to whether we may be able to recover certain of these costs from third parties that may be responsible, or
potentially responsible, for any groundwater contamination.

The concentration of our business in California, Texas and Connecticut makes us susceptible to adverse developments affecting these
states.

While H2O America operates in multiple states, a significant majority of our current revenues and earnings are generated by our California and
Connecticut operations. Following the consummation of the transactions with Quadvest, a significant amount of our revenues and earnings will also be
generated by our Texas operations. As a result, our financial results are largely subject to political, regulatory, economic, water supply, weather, labor, and
energy cost risks affecting California and Connecticut and, following the consummation of the transactions with Quadvest, Texas.

We face competition from other utilities and service providers which might hinder our growth opportunities and mitigate our future
profitability.

We face competition from other utilities and service providers which might hinder our growth opportunities and mitigate our future profitability. We face
risks of competition from other utilities or other entities authorized by federal, state or local agencies to expand rate-regulated or contracted utility services.
Once a state utility regulator grants a franchise to a public utility to serve a specific territory, that utility effectively has an exclusive right to service that
territory. Although a new franchise offers some protection against competitors, the pursuit of franchises is often competitive, where new franchises may be
awarded to utilities based upon competitive negotiation. Competing entities have challenged, and may challenge in the future, our applications for new
franchises.

Fluctuations in customer demand for water due to seasonality, restrictions of use, weather, and lifestyle can adversely affect operating
results.

Water Utility Services is seasonal, thus quarterly fluctuation in results of operations may be significant. Rainfall and other weather conditions also affect
Water Utility Services. Water consumption typically increases during the third quarter of each year when weather tends to be warm and dry. In periods of
drought, if customers are encouraged or required to conserve water due to a shortage of water supply or restriction of use, revenue tends to be lower.
Similarly, in unusually wet periods, water supply tends to be higher and customer demand tends to be lower, again resulting in lower revenues.
Furthermore, certain lifestyle choices made by customers can affect demand for water. For example, a significant portion of residential water use is for
outside irrigation of lawns and landscaping. If there is a decreased desire by customers to maintain landscaping for their homes or restrictions are placed on
outside irrigation, residential water demand would decrease, which would result in lower revenues.

Conservation efforts and construction codes, which require the use of low-flow plumbing fixtures and appliances, could diminish water consumption and
result in reduced revenue. In addition, in time of drought, mandatory water conservation may become a requirement that impacts the water usage of our
customers. While the impacts of conservation and drought may be mitigated by certain regulatory mechanisms that may apply, such regulatory mechanisms
are subject to review and change by
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the Regulators. Accordingly, there could be no assurance that such regulatory mechanisms will offset the effects of any revenue losses or other adverse
impacts to our operating results attributable to these fluctuations in customer demand.

A contamination event or other decline in source water quality could affect the water supply of Water Utility Services and therefore
adversely affect our business and operating results.

Water Utility Services is required under drinking water regulations to comply with water quality requirements. Through water quality compliance
programs, Water Utility Services monitors for contamination and pollution of its sources of water. In addition, a watershed management program provides a
proactive approach to minimize potential contamination activities. There can be no assurance that Water Utility Services will continue to comply fully with
all applicable water quality requirements or detect contamination timely or at all. In addition, our facilities and infrastructure, including water towers,
reservoirs and wells, may be subject to vandalism, break-ins or attacks, which may cause contamination or damage to our water supply. While we have
taken measures to maintain physical security of our facilities, there is no guarantee that such measures will be effective to prevent such events. In the event
a contamination is detected, Water Utility Services must either commence treatment to remove the contaminant or procure water from an alternative source.
Either of these results may be costly, may increase future capital expenditures and there can be no assurance that the regulators would approve a rate
increase to enable us to recover the costs arising from such remedies. In addition, we could be held liable for consequences arising from hazardous
substances or contamination in our water supplies or other environmental damages and our reputation may be harmed by the public disclosures or media
reports of these events. Our insurance policies may not cover or may not be sufficient to cover the costs of these claims.

Operating under contract water and waste systems subject us to risks.

Water Utility Services operates a number of water and wastewater systems under operation and maintenance contracts. Pursuant to these contracts, such
systems are operated according to the standards set forth in the applicable contract, and it is generally the responsibility of the owner of the system to
undertake capital improvements over which we may not have control. We may not be able to convince the owner to make needed improvements in order to
maintain compliance with applicable regulations. Although violations and fines incurred by water and wastewater systems may be the responsibility of the
owner of the system under these contracts, such non-compliance events may reflect poorly on us as the operator of the system and harm our reputation, and
in some cases, may result in liability to the same extent as if we were the owner.

The necessity for ongoing physical and technological security has resulted, and may continue to result, in increased operating costs.

The necessity for ongoing physical and technological security has resulted, and may continue to result, in increased operating costs. Because of physical
and technological threats to the health and security of the United States of America, we employ procedures to review and modify security measures. We
provide ongoing training and communications to our employees about threats to our water supply, our assets and related systems and our employees’
personal safety. We have incurred, and will continue to incur, costs for security measures in efforts to protect against such risks.

Water Utility Services rely on information technology and systems that are key to business operations. A system malfunction, security
breach, cyber-attacks, or other disruption that compromises our information could expose us to liability and adversely affect business operations.
In addition, noncompliance could expose us to liability and adversely affect business operations.

Information technology is key to the operation of Water Utility Services, including but not limited to payroll, general ledger activities, outsourced bill
preparation and remittance processing, providing customer service and the use of supervisory control and data acquisition systems to operate our
distribution system. Among other things, system malfunctions, computer viruses and security breaches could prevent us from operating or monitoring our
facilities, billing, and collecting cash accurately and timely analysis and reporting of financial results. In addition, we collect, process, and store sensitive
data from our customers and employees, including personally identifiable information, on our networks. Despite our security measures, our information
technology and infrastructure may be vulnerable to attacks by hackers or may be breached due to employee error, malfeasance, or other disruptions. Any
such breach could compromise our networks, and the information stored there could be accessed without our authorization, publicly disclosed, lost, or
stolen which could result in legal claims or proceedings, violation of privacy laws or damage to our reputation and customer relationships. Our profitability
and cash flow could be affected negatively in the event these systems do not operate effectively or are breached. We also rely on third-party technology
vendors for critical services, including data hosting and infrastructure support. A failure or breach by these vendors could also expose our systems and
sensitive information to unauthorized access or disruption. Further, ransomware and other forms of disruptive or disabling cyber-attacks targeting utility
systems and other infrastructure are continuously increasing in sophistication, magnitude and frequency, and may not be recognized until launched against
a target. The use of artificial intelligence by cybercriminals may increase the frequency and severity of cybersecurity attacks, including against us or our
third-party
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vendors. Accordingly, we may be unable to anticipate these techniques or to entirely eliminate this risk. In addition, we may not be able to develop or
acquire information technology that is competitive and responsive to the needs of our business, and we may lack sufficient resources to make the necessary
upgrades or replacements of our outdated existing technology to allow us to continue to operate at our current level of efficiency. These risks may escalate
during periods of heightened geopolitical tension.

In addition, we must comply with privacy laws such as The California Consumer Privacy Act, as amended by the California Privacy Rights Act
(collectively, the “CCPA”). The CCPA requires, among other things, covered companies to provide enhanced disclosures to California consumers and to
afford such consumers certain privacy rights and consumer protections. The CCPA also establishes statutory damages for victims of data security breaches,
and provides additional rights for consumers to obtain their data from any business that has their personally identifying information. We are anticipating
updated and finalized implementing regulations under the CCPA that may impact our compliance obligations. We are also subject to other comprehensive
state privacy laws with similar obligations, including the Connecticut Data Privacy Act and the Texas Data Privacy and Security Act. While some of these
laws include limited exceptions for data collected by utilities, the exceptions generally do not remove all obligations imposed by the laws.

Moreover, additional federal and state privacy and cybersecurity laws and regulations have been passed or may be passed in the future, and they may have
potential compliance obligations that impact our operations depending on whether we fall under their scope. The effects of these laws have been
significant, requiring us to modify our data processing practices and policies and to incur costs and expenses for compliance. Any actual or perceived
noncompliance with applicable data privacy or cybersecurity laws may lead to investigations, claims, and proceedings by governmental entities and private
parties, damages for breach, and cause us to incur other significant costs, penalties, and other liabilities, as well as harm to our reputation.

A failure of our reservoirs, storage tanks, mains or distribution networks could result in losses and damages that may adversely affect our
financial condition and reputation.

We distribute water through an extensive network of mains and store water in reservoirs and storage tanks located across our service areas. The Water
Utility Services’ distribution systems were constructed during the period from the early 1900’s through today. We routinely assess the operational quality of
our mains and have implemented various main replacement programs throughout our service territory to better mitigate potential main failures. A failure of
major mains, reservoirs, or tanks could result in injuries and damage to residential and/or commercial property for which we may be responsible, in whole
or in part. The failure of major mains, reservoirs or tanks may also result in the need to shut down some facilities or parts of our water distribution network
in order to conduct repairs. Such failures and shutdowns may limit our ability to supply water in sufficient quantities to our customers and to meet the water
delivery requirements prescribed by governmental regulators, which could adversely affect our financial condition, results of operations, cash flow,
liquidity and reputation. We also own and operate numerous dams in California, Connecticut and Maine, and a failure of such dams could result in losses
and damages that may adversely affect our financial condition and reputation. Any business interruption or other losses might not be covered by existing
insurance policies or be recoverable in rates, and such losses may make it difficult for us to secure insurance in the future at acceptable rates. Our insurance
policies may not cover or may not be sufficient to cover the costs of these claims.

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 a result, 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.

Our business and financial performance may be adversely affected by high inflation.

Inflation has the potential to adversely affect our liquidity, business, financial condition and results of operations by increasing our overall cost structure,
particularly if we are unable to achieve increases in the rates we charge our customers. There is no guarantee that any future rate increase requests will be
approved and granted in a timely manner and/or will be sufficient to cover costs for the impact of high inflation. The existence of inflation in the economy
has resulted in, and may continue to result in, higher interest rates and capital costs, shipping costs, supply shortages, increased costs of labor and other
similar effects. As a result of inflation, we have experienced and may continue to experience, cost increases. Although we may take measures to mitigate
the impact of this inflation, if these measures are not effective, our business, financial condition, results of operations and liquidity could be materially
adversely affected. Even if such measures are effective, there could be a difference between the timing of when these beneficial actions impact our results
of operations and when the cost of inflation is incurred.
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Work stoppages and other labor relations matters could adversely affect our business and operating results.

As of December 31, 2025, 242 of our 837 total employees were union members. Most of our unionized employees are represented by the UWUA, except
certain employees in the engineering department who are represented by the OE. Only employees at SJWC are union members. Both of the 3-year union
contracts were signed on December 31, 2025 and will expire December 31, 2028.

We may experience difficulties and delays in the collective bargaining process to reach suitable agreements with union employees, particularly in light of
increasing healthcare and pension costs. In addition, changes in applicable law and regulations could have an adverse effect on management’s negotiating
position with the unions. Labor actions, work stoppages or the threat of work stoppages, and our failure to obtain favorable labor contract terms during
future negotiations may adversely affect our business, financial condition, results of operations, cash flows and liquidity.

If we fail to maintain safe work sites, we can be exposed to not only people impacts but also to financial losses such as penalties and other
liabilities.

Our safety record is critical to our reputation because our business operation involves inherently dangerous activities. We maintain health and safety
standards to protect our employees, customers, vendors and the public. Although we intend to adhere to such health and safety standards and aim for zero
injuries, it is difficult to avoid accidents at all times.

Our business sites, including construction and maintenance sites, often place our employees and others in close proximity with large pieces of heavy
equipment, moving vehicles, pressurized water, underground trenches and vaults, chemicals and other regulated materials. On many sites we are
responsible for safety and, accordingly, must implement safety procedures. If we fail to implement such procedures or if the procedures we implement are
ineffective or are not followed by our employees or others, or if accidents occur outside of our control, our employees and others may be injured or die.
Unsafe work sites also have the potential to increase employee turnover and raise our operating costs. Any of the foregoing could result in financial losses,
which could have a material adverse impact on our business, financial condition, results of operations and cash flows.

In addition, our operations can involve the handling and storage of hazardous chemicals, which, if improperly handled, stored or disposed of, could subject
us to penalties or other liabilities. We are also subject to regulations dealing with occupational health and safety. Although we maintain functional
employee groups whose primary purpose is to ensure we implement effective health, safety, and environment work procedures throughout our organization,
including construction sites and maintenance sites, the failure to comply with such regulations or procedures could subject us to a liability.

Risks Relating To Our Finances and Corporate Matters

We may not have sufficient cash flow or capital resources to fund capital expenditures of our business, and our access to liquidity through
the capital markets may be limited.

Our business is capital-intensive. Expenditure levels for renewal and modernization of the system will grow at an increasing rate as components reach the
end of their useful lives. In addition, EPA regulations impose maximum contaminant levels and monitoring requirements for the nation’s water systems for
six PFAS chemicals under the SDWA and will require an increase in capital expenditures. We also will need to raise a significant amount of debt and equity
capital to complete the pending transactions with Quadvest.

H2O America’s subsidiaries fund capital expenditures through a variety of sources, including cash received from operations, funds received from
developers as contributions or advances, borrowings through lines of credit and debt financings, as well as equity financings by H2O America. We cannot
provide any assurance that the historical sources of funds for capital expenditures will continue to be adequate or that the cost of funds will remain at levels
permitting us to earn a reasonable rate of return. A significant change in any of the funding sources could impair the ability of Water Utility Services to
fund its capital expenditures, which could impact our ability to grow our utility asset base and earnings. Any increase in the cost of capital through higher
interest rates or otherwise could adversely affect our results of operations.

Our ability to raise capital through equity or debt may be affected by the economy and condition of the debt and equity markets. Disruptions in the capital
and credit markets or deterioration in the strength of financial institutions could adversely affect H2O America’s ability to draw on its lines of credit, issue
long-term debt or sell its equity. In addition, government policies, the state of the credit markets and other factors could result in increased interest rates,
which would increase H2O America’s cost of capital. Furthermore, equity financings may result in dilution to our existing stockholders and debt financings
may contain covenants that restrict the actions of H2O America and its subsidiaries.
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We have incurred substantial additional indebtedness that may reduce our business and operational flexibility and increase our
borrowing costs.

We have incurred substantial indebtedness and plan to incur substantial indebtedness in the future, including to complete the transactions with Quadvest,
resulting in a higher debt-to-equity ratio, which may have the effect, among other things, of:

• reducing our flexibility to respond to changing business, industry and economic conditions;

• increasing borrowing costs;

• limiting growth through capital expenditures and acquisitions;

• placing us at a competitive disadvantage relative to other companies in our industry with less debt;

• potentially having an adverse effect on our issuer and issue ratings;

• requiring additional cash flow to be used to service debt instead of for other purposes; and

• potentially impairing our ability to obtain other financing.

Under certain circumstances, we may not have sufficient funds or other resources to satisfy all of our obligations under our indebtedness, including
principal and interest payments, which, if not cured, may cause an event of default. In addition, the terms and conditions of such indebtedness, including
financial covenants and restrictive covenants, may reduce our business flexibility and adversely affect our business, financial condition, results of
operations and prospects. The agreements governing the indebtedness contain covenants that impose significant operating and financial limitations and
restrictions on us, including restrictions on the ability to enter particular transactions and engage in other activities that we may believe will be advisable or
necessary for our business.

Our borrowings include certain financial covenants regarding a maximum debt to equity ratio and an interest coverage requirement for us and certain
subsidiaries. In the event the relevant borrower exceeds the maximum debt to equity ratio or interest coverage requirement, we may be restricted from
issuing future debt. Additionally, certain covenants include restrictions on cash dividends paid based on restricted net assets. Further, we have issued certain
revenue bonds that contain affirmative and negative covenants customary for a loan agreement relating to revenue bonds, including, among other things,
certain disclosure obligations, the tax exempt status of the interest on the bonds, and limitations and prohibitions on the transfer of projects funded by the
loan proceeds and assignment of the loan agreement. Failure to comply with any of the covenants in our existing or future debt agreements could result in a
default under those agreements and under other existing agreements containing cross-default provisions. A default would permit lenders to accelerate the
maturity of indebtedness under these agreements, which would have an adverse effect on our business operations and financial condition.

H2O America has committed to certain “ring-fencing” measures which will enhance CTWS’s separateness from H2O America, which may
limit H2O America’s ability to influence the management and policies of CTWS (beyond the limitations included in other existing governance
mechanisms).

Pursuant to the agreements related to the acquisition of CTWS and commitments made by H2O America as part of the application for PURA and MPUC
approval of the acquisition of CTWS, H2O America has instituted certain “ring-fencing” measures to enhance CTWS’s separateness from H2O America
and to mitigate the risk that CTWS would be negatively impacted in the event of a bankruptcy or other adverse financial developments affecting H2O
America or its non-ring-fenced affiliates. These commitments became effective upon the closing of the acquisition.

In order to satisfy the ring-fencing commitments, H2O America formed H2O America NE LLC a wholly owned special purpose entity (“SPE”), to own the
capital stock of CTWS. The SPE, CTWS and its subsidiaries (collectively, the “CTWS Entities”) adopted certain measures designed to enhance their
separateness from H2O America, with the intention of mitigating the effects on the CTWS Entities of any bankruptcy of H2O America and its affiliates
other than the CTWS Entities (collectively, the “Non-CTWS Entities”). As a result of these ring-fencing measures, in certain situations, H2O America will
be restricted in its ability to access assets of the CTWS Entities as dividends or intercompany loans to satisfy the debt or contractual obligations of any
Non-CTWS Entity, including any indebtedness or other contractual obligations of H2O America. In addition, the ring-fencing structure may negatively
impact H2O America’s ability to achieve certain benefits, including synergies and economies of scale to reduce operating costs of the combined entity, that
it anticipates will result from the merger. This ring-fencing structure also subjects H2O America and the CTWS Entities to certain governance, operational
and financial restrictions since the closing of the merger. Accordingly, H2O America may be restricted in its ability to direct the management, policies and
operations of the CTWS Entities, including the deployment or disposition of their respective assets, declarations of dividends, strategic planning and other
important corporate issues. Furthermore, the CTWS Entities’ directors have considerable autonomy and, as described in our commitments, have a duty to
act in the best interest of the CTWS Entities consistent with the ring-fencing structure and applicable law, which may be contrary to H2O America’s best
interests or be in
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opposition to H2O America’s preferred strategic direction for the CTWS Entities. To the extent they take actions that are not in H2O America’s interests,
our financial condition, results of operations and prospects may be materially adversely affected.

Our business strategy, which includes acquiring water systems and expanding non-tariffed services, will expose us to new risks which could
have a material adverse effect on our business.

Our business strategy focuses on the following:

• Regional regulated water utility operations (includes water and wastewater);

• Regional non-tariffed water utility related services provided in accordance with the guidelines established by the applicable state public
utility commissions; and

• Out-of-region water and utility related services.
As part of our pursuit of the above three strategic areas, we consider from time-to-time opportunities to acquire businesses and assets. The proposed
transactions with Quadvest are an example of this strategy. However, we cannot be certain we will be successful in identifying and consummating any
strategic business combination or acquisitions relating to such opportunities. In addition, the execution of our business strategy will expose us to different
risks than those associated with the current utility operations. We expect to incur costs in connection with the execution of this strategy and any integration
of an acquired business could involve significant costs, the assumption of certain known and unknown liabilities related to the acquired assets, the
diversion of management’s time and resources, the potential for a negative impact on H2O America’s financial position and operating results, entering
markets in which H2O America has no or limited direct prior experience and the potential loss of key employees of any acquired company. Any strategic
combination or acquisition we decide to undertake may also impact our ability to finance our business, affect our compliance with regulatory requirements,
and impose additional burdens on our operations. Any businesses we acquire may not achieve sales, customer growth and projected profitability that would
justify the investment. Any difficulties we encounter in the integration process, including the integration of controls necessary for internal control and
financial reporting, could interfere with our operations, reduce our operating margins and adversely affect our internal controls. H2O America cannot be
certain that any transaction will be successful or that it will not materially harm operating results or our financial condition.

An impairment in the carrying value of our goodwill could negatively impact our consolidated results of operations and financial
condition.

We have significant amounts of goodwill resulting from the acquisition of businesses. As of December 31, 2025, consolidated goodwill totaled $640.3
million, or 12% of our total assets. Goodwill represents the excess of amounts paid for acquired businesses over the fair value of the net assets acquired.
Goodwill is not amortized but is tested for impairment annually on October 1st or more frequently if an event occurs or circumstances change that would
more likely than not reduce the fair value of a reporting unit below its carrying amount. Such events or circumstances could include changes in
performance relative to expected operating results, significant negative industry or economic trends, including rising interest rates, or a significant decline
in our stock price and/or market capitalization for a sustained period of time. If certain factors arise, we may be required to record a significant charge to
earnings in our consolidated financial statements during the period in which an impairment of our goodwill is determined. Any such charge could have a
material adverse impact on our results of operations and financial condition.

Adverse investment returns and other factors may increase our pension costs and pension plan funding requirements.

A substantial number of our employees are covered by defined benefit pension plans. Our pension costs and the funded status of the plans are affected by a
number of factors including the discount rate, applicable mortality tables, mortality rates of plan participants, investment returns on plan assets, and pension
reform legislation. Any change in such factors could result in an increase in future pension costs and an increase in our pension liabilities, requiring an
increase in plan contributions which may adversely affect our financial conditions and results of operations.

H2O America’s dividend policy is subject to the discretion of our board of directors and may be limited by legal and contractual
requirements.

We anticipate continuing to pay a regular quarterly dividend, though any such determination to pay dividends will be at the discretion of our board of
directors and will be dependent on then-existing conditions, including our financial condition, earnings, legal requirements, including limitations under
Delaware law, restrictions in our credit agreements and other debt instruments that limit our ability to pay dividends to stockholders, and other factors the
board of directors deems relevant. The board of directors of H2O America may, in its sole discretion, change the amount or frequency of dividends or
discontinue the payment of dividends entirely.
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H2O America is a holding company that depends on cash flow from its subsidiaries to meet its financial obligations and pay dividends on
its common stock.

As a holding company, we conduct substantially all of our operations through subsidiaries and our only significant assets are investments in those
subsidiaries. This means that we are dependent on distributions of funds from our subsidiaries to meet H2O America’s debt service obligations and to pay
dividends on our common stock. Our subsidiaries are separate and distinct legal entities and generally have no obligation to pay any amounts due on H2O
America’s debt or to provide H2O America with funds for dividends. Our subsidiaries only pay dividends if and when declared by their respective boards
of directors. Additionally, our subsidiaries may be subject to restrictions on their ability to pay dividends to us, including under state law, pursuant to
regulatory commitments, and under their credit agreements and other debt instruments. In this regard, the CTWS Entities are limited from paying dividends
to us in certain circumstances under PURA and MPUC regulatory commitments. Furthermore, our right to receive cash or other assets in the unlikely event
of liquidation or reorganization of any of our subsidiaries is generally subject to the prior claims of creditors of that subsidiary. Any inability of our
subsidiaries to pay us dividends may have a material and adverse effect on our ability to pay dividends to our stockholders, meet our financial obligations,
or make additional investments.

Our charter documents and Delaware law could prevent a takeover that stockholders consider favorable and could also make it more
difficult for stockholders to influence our policies or may reduce the rights of stockholders.

H2O America’s Certificate of Incorporation and Bylaws contain provisions that could delay or prevent a change in control of H2O America. These
provisions could also make it more difficult for our stockholders to remove or replace directors or take other corporate actions. These provisions include,
but are not limited to, the following:

• Authorizing the Board of Directors to issue “blank check” preferred stock;

• Prohibiting cumulative voting in the election of directors;

• Limiting the ability of stockholders to call a special meeting of stockholders to only stockholders holding not less than 20% of
outstanding voting power; and

• Requiring advance notification of stockholder nomination of directors and proposals.

In addition, the provisions of Section 203 of the Delaware General Corporate Law (“DGCL”) govern H2O America. These provisions may prohibit large
stockholders, in particular those owning 15% or more of our outstanding voting stock, from merging or combining with us for a certain period of time
without the consent of the Board of Directors.

Furthermore, H2O America’s Certificate of Incorporation provides, unless the company consents in writing to the selection of an alternate forum, (a) a state
or federal court located within the State of Delaware is the sole and exclusive forum for (i) any derivative action or proceeding brought on behalf of H2O
America, (ii) any action asserting a claim of breach of a fiduciary duty owed by any director, officer or other employee of H2O America to the company or
its stockholders, (iii) any action asserting a claim arising pursuant to any provision of the DGCL, or (iv) any action asserting a claim governed by the
internal affairs doctrine; and (b) the U.S. federal district courts is the sole and exclusive forum for any claim arising under the Securities Act of 1933
(unless such provision is deemed illegal, invalid or unenforceable, in which case the sole exclusive state court forum for any claim arising under the
Securities Act of 1933 will be the Court of Chancery in the State of Delaware). Such “exclusive forum” provisions may limit a stockholder’s ability to
bring a claim in a judicial forum that it finds favorable for disputes with H2O America or its directors, officers or other employees, which may discourage
such lawsuits.

We may not be able to maintain adequate insurance coverage at reasonable costs, or at all, to cover all losses incurred in our operations.

We maintain insurance coverage as part of our overall legal and risk management strategy to minimize potential liabilities arising from our operations. Our
insurance programs have varying coverage limits, deductibles, exclusions and maximums, and our insurance coverages include: worker’s compensation,
employer’s liability, damage to our property, general liability, pollution liability, cybersecurity, and automobile liability. Each policy includes either
deductibles or self-insured retentions and policy limits for covered claims. As a result, we may sustain losses that exceed or are excluded from our
insurance coverage or for which we are self-insured. The insurance companies may also seek to challenge, reduce or deny any claims we submit, which
may prevent us from recovering fully the losses we incurred. In addition, insurance companies may increase premiums or deductibles or reduce coverage
limits based on factors that are beyond our control, including industry trends, financial conditions of insurance companies and catastrophic events such as
wildfire, earthquake and pandemic. There can be no assurance that we can secure all necessary or appropriate insurance in the future, or that such insurance
can be obtained at reasonable cost, or at all.
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General Risk Factors

We operate in areas subject to natural disasters, and we may be the target of terrorist activities and other physical threats.

We operate in areas that are prone to earthquakes, fires, floods, extreme weather and other natural disasters. A significant seismic event in northern
California, where the majority of our operations are concentrated, or other natural disaster in northern California, Connecticut, Texas or Maine could
adversely impact our ability to deliver water to our customers and our costs of operations. A major disaster could damage or destroy our capital assets,
harm our reputations and adversely affect our results of operations. The Regulators have historically allowed utilities to establish catastrophic event
memorandum accounts as a possible mechanism to recover costs, such as the CEMA memorandum account in California. However, we can give no
assurance that our regulators, or any other commission, would allow any such cost recovery mechanism in the future.

In light of the potential threats to the nation’s health and security due to terrorist attacks, we have taken steps to increase security measures at our facilities
and heighten employee awareness of threats to our water supply. We have also tightened our security measures regarding the delivery and handling of
certain chemicals used in our business. In addition, because our operation requires us to interact extensively with the general public, we may be subject to
complaints, threats and potentially violent actions by our customers or the public, which may disrupt our business activities and damage our reputation.

We have and will continue to bear increased costs for security precautions to protect our facilities, operations and supplies. These costs may be significant.
While some of these costs are likely to be recovered in the form of higher rates, there can be no assurance that the Regulators will approve a rate increase to
recover all or part of such costs and, as a result, our operating results and business may be adversely affected. Further, despite these tightened security
measures, we may not be in a position to control the outcome of terrorist events should they occur.

Our operations, liquidity, and earnings may be adversely affected by wildfires and risk of fire hazards.

It is possible that wildfires and other fire hazards may occur more frequently, be of longer duration or impact larger areas as a result of drought-damaged
plants and trees, lower humidity or higher winds that might be occurring as a result of changed weather patterns. The effects of these natural disasters in
California’s drought-prone areas, such as the Santa Cruz Mountains, the watershed of which SJWC owns approximately 6,400 acres and where SJWC
typically obtains approximately up to 10% of its water supply, may temporarily compromise its surface water supply resulting in disruption in our services
and litigation which could adversely affect our business, operating results, and financial condition.

If our surface water supply is compromised, we may have to interrupt the use of that water supply until we are able to substitute the flow of water from an
alternative water source.

In addition, we may incur significant costs in order to treat the impacted source through expansion of our current treatment facilities, or development of
new treatment methods. If we are unable to substitute water supply from an alternative water source, or to adequately treat the impacted water source in a
cost-effective manner, there may be an adverse effect on our revenues, operating results, and financial condition. The costs we incur to secure an alternative
water source or an increase in draws from our underground water system could be significant and may not be recoverable in rates.

Wildfires may destroy or cause damage to properties, facilities, equipment and other assets owned and operated by SJWC or result in personal injuries to
our employees and personnel, which may cause temporary or permanent disruption to our water services. In such a case, we may be required to incur
significant expenses to repair, replace or upgrade our assets, or to defend against costly litigation or disputes with third parties, any of which may adversely
affect our business operations or financial conditions.

While we maintain a business insurance policy, such policy includes limitation and retention that may reduce, or in some cases eliminate, our ability to
recover all or a substantial portion of the losses and damages due to wildfire. Our inability to rely fully on insurance coverage may negatively impact our
results of operations. Losses by insurance companies resulting from wildfires may also cause insurance coverage for wildfire risks to become more
expensive or unavailable under reasonable terms, and our insurance may be inadequate to recover all our losses incurred in a wildfire. Furthermore, we
might not be allowed to recover in our rates any increased costs of wildfire insurance or the costs of any uninsured wildfire losses.

The price of our common stock may be volatile and may be affected by market conditions beyond our control.

The trading price of our common stock may fluctuate in the future based on a variety of factors, many of which are beyond our control and unrelated to our
financial results. Factors that could cause fluctuations in the trading price of our common stock include volatility of the general stock market or the utility
index, regulatory developments, public announcement or market assumptions of material developments in strategic transactions, general economic
conditions and trends, actual or anticipated changes or fluctuations in our results of operations, actual or anticipated changes in the expectations of investors
or securities
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analysts, actual or anticipated developments in our competitors’ businesses or the competitive landscape generally, litigation involving us or our industry,
and major catastrophic event(s) or sales of large blocks of our stock. Furthermore, we believe that stockholders invest in public stocks in part because they
seek reliable dividend payments. If there is an oversupply of stock of public utilities in the market relative to demand by such investors, the trading price of
our common stock may decrease. Additionally, if interest rates rise above the dividend yield offered by our common stock, demand for our stock and its
trading price may also decrease.

We must continue to attract and retain qualified technical and managerial personnel in order to succeed.

Our future success depends substantially upon our ability to attract and retain highly skilled technical, operational and financial managers. There is
significant competition for such personnel in our industry. Our ability to recruit and retain qualified personnel depends on many factors, including but are
not limited to, our ability to provide competitive compensation and benefit packages, availability of talents in our industry, general workforce trends and
macroeconomic conditions. The loss of the services of any member of our management team or the inability to hire and retain experienced management
personnel could have an adverse effect on our business, as our management team has knowledge of our industry and customers and would be difficult to
replace. We believe we offer competitive compensation and benefits as well as conduct succession planning and provide opportunities for continued
development, and we continually strive to recruit and train qualified personnel and retain key employees. There can be no assurance, however, that we will
continue to be successful in attracting and retaining the personnel we require to grow and operate profitably.

Item 1B. Unresolved Staff Comments

None.

Item 1C. Cybersecurity

Cybersecurity Risk Management and Strategy

We have taken critical steps to ensure the security and protection of our computer systems and networks. Our processes for assessment, identification and
management of material risks from cybersecurity threats include routine monitoring of vulnerabilities, evaluations of new service providers, written
policies for incident identification and management, and regular testing and assessment of our cybersecurity posture.

We have integrated cybersecurity risk management as part of our company-wide culture. The measures undertaken include, but are not limited to, monthly
cybersecurity training for all employees and frequent communication to all employees on the importance of cybersecurity measures. We continue to
advance our cybersecurity governance program and are evolving key practices to align with the National Institute of Standards and Technology (“NIST”)
Cybersecurity Framework. These efforts include strengthening our risk assessment processes, control environment, and incident‑response capabilities.

We have engaged third-party experts to assist us in monitoring and managing our cybersecurity process. Furthermore, we monitor cybersecurity threats at
certain of our third-party vendors on a regular basis. As of the date of this report, we are not aware of any material risks from cybersecurity threats that
have materially affected or are reasonably likely to materially affect the company, including our business strategy, results of operations, or financial
condition. We have discussed cybersecurity risks that may affect the company in Item 1A, “Risk Factors,” under the headings, “The necessity for ongoing
physical and technological security has resulted, and may continue to result, in increased operating costs,” “Water Utility Services rely on information
technology and systems that are key to business operations. A system malfunction, security breach, cyber-attacks or other disruption that compromises our
information and expose us to liability and adversely affect business operations. In addition, noncompliance could expose us to liability and adversely affect
business operations,” and “We may not be able to maintain adequate insurance coverage at reasonable costs, or at all, to cover all losses incurred in our
operations.”

Cybersecurity Governance

We have implemented an internal risk assessment process that focuses on the principal risks that have been identified for us, including risks associated with
our regulatory environment, business operations and continuity, compliance requirements, information technology and data storage and retrieval facilities,
cyber risk, insurance coverage. The Audit Committee, pursuant to its charter, meets at least quarterly with senior leadership and other employees to discuss
identified risks and the measures taken to control, manage and mitigate those risks, which include cyber and information security risk. On the basis of these
meetings and discussions regarding such risks, the Chairman of the Audit Committee reports periodically to the full Board. The Vice President, Information
Security Officer provides cybersecurity updates to the Audit Committee and other members of our senior management as appropriate at least quarterly. Our
Vice President, Information Security Officer, and his team is responsible for leading enterprise-wide cybersecurity strategy, policy, standards, architecture,
and processes, with the support of
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third-party experts. The Vice President, Information Security Officer has over 30 years of experience in information technology of which over 20 years is
in cybersecurity, with industry experience in utilities, banking and e-commerce.

Item 2. Properties

The properties of SJWC consist of a unified water production system located in the County of Santa Clara in the State of California. In general, the
property is comprised of franchise rights, water rights, necessary rights-of-way, approximately 6,400 acres of land held in fee (which is primarily non-
developable watershed), impounding reservoirs with a capacity of approximately 2,256 million gallons, 2,481 miles of transmission and distribution mains,
distribution storage of approximately 192 million gallons, wells, boosting facilities, diversions, surface water treatment plants, equipment, office buildings
and other property necessary to provide water service to its customers.

SJWC maintains all of its properties in proper operating condition in accordance with customary practices for water utilities. SJWC’s groundwater pumping
stations have a production capacity of approximately 261 million gallons per day and the present capacity for taking purchased water is approximately 84
million gallons per day. The surface water collection system has a physical delivery capacity of approximately 35 million gallons per day. During 2025, a
maximum and average of 128 million gallons and 91 million gallons of water per day, respectively, were delivered to the system.

The properties of CTWS consist of land, easements, rights (including water rights), buildings, reservoirs with a capacity of approximately 9,400 million
gallons, standpipes, dams, wells, supply lines, water treatment plants, pumping plants, 2,340 miles of transmission and distribution mains and other
facilities and equipment used for the collection, purification, storage and distribution of water throughout Connecticut and Maine. In certain cases, CWC
and MWC are or may be a party to limited contractual arrangements for the provision of water supply from neighboring utilities.

Sources of water supply owned, maintained and operated by CTWS include 25 surface water reservoirs and 108 well fields. In addition, CWC and MWC
have agreements with various neighboring water utilities to provide water, at negotiated rates, to our water systems. Collectively, these sources have the
capacity to deliver approximately 80 million gallons of potable water daily to the 27 major operating systems. CTWS also owns, maintains and operates 50
small, non-interconnected satellite and consecutive water systems, that combined, have the ability to deliver approximately 3.5 million gallons of additional
water per day to their respective systems. CTWS’s 30 water treatment plants have a combined treatment capacity of approximately 50 million gallons per
day. In addition, CTWS owns and operates one wastewater treatment plant with a capacity of 0.78 million gallons per day.

The properties of TWC consist of land, easements, rights (including water rights), buildings, reservoirs, standpipes, wells, supply lines, water treatment
plants, pumping plants, 844 miles of transmission and distribution mains and other facilities and equipment used for the collection, purification, storage and
distribution of water throughout its service area. TWC maintains a service area that covers approximately 271 square miles located in the southern region of
the Texas hill country in Bandera, Blanco, Comal, Hays, Kendall, Medina and Travis counties. The majority of the service area surrounds an 8,200-surface
acre reservoir, Canyon Lake. TWC production wells and all sources of supply have the ability to pump a combined 5,400 million gallons annually. TWC
has contracts for 2,000 million gallons of untreated surface water and 480 million gallons of treated surface water from the GBRA annually, and 114
million gallons of treated surface water from LCRA. TWC owns and operates three surface water treatment plants with a combined production capacity of
9 million gallons per day. TWC maintains 90 storage tanks with a total storage capacity of 17 million gallons. TWC owns and operates four wastewater
treatment plants with a combined capacity of 337,000 gallons per day. In August 2023, TWR acquired eight wells and the water rights of KTR. During the
third quarter of 2024, TWC purchased these assets from TWR for use in utility operations. These wells have been projected to yield an additional 6,000
acre-feet per year or more.

Water Utility Services holds all of its principal properties in fee simple, subject to current tax and assessment liens, rights-of-way, easements, and certain
minor defects in title which do not materially affect their use. A substantial portion of treatment, storage and distribution properties owned by MWC are
subject to indentures that secure bonds, notes and other evidence of long-term indebtedness.

As of December 31, 2025, H2O America Land Company and Chester Realty, Inc. own approximately 101 acres of property in the State of California and
23 acres of property in State of Connecticut.

Item 3. Legal Proceedings

H2O America and its subsidiaries are subject to ordinary routine litigation incidental to its business.

In October 2023, CWC, a subsidiary of H2O America, was named as a defendant in a putative class action lawsuit alleging that the water provided by
CWC contained contaminants. The case is currently pending in the State of Connecticut Superior Court.
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CWC is vigorously defending itself in this lawsuit. H2O America is unable to provide a reasonable estimate of loss, if any, at this time.

SJWC and CWC are plaintiffs in a lawsuit for the benefit of our customers against manufacturers and/or sellers of PFAS compounds for damages,
contribution and reimbursement of costs incurred and continuing to be incurred to address the presence of such PFAS compounds in public water supply
systems owned and operated by these utility subsidiaries and throughout their respective service areas. The lawsuit is part of Multi-District Litigation
(“MDL”), that commenced on December 7, 2018, in the United States District Court for the District of South Carolina. MWC has submitted timely claims
as a settlement class member.

On February 8, 2024, the MDL court approved settlements involving defendants The Chemours Company, Corteva, Inc., and DuPont de Nemours, Inc. to
resolve claims brought in the MDL against them by public water systems, including SJWC and CWC. On March 29, 2024, the MDL court approved a
similar settlement involving defendant 3M Company. On November 22, 2024, the MDL court approved settlements involving defendants Tyco Fire
Products LP, and BASF Corporation. H2O America is entitled to a portion of the settlements and is monitoring and evaluating the ongoing litigation and
settlement activity with the PFAS defendants for potential impacts to the various claims that these utility subsidiaries have asserted.

For the year ended December 31, 2025, the Company received cash proceeds of $25.1 million, in connection with legal settlements with 3M Company and
DuPont de Nemours, Inc. related to PFAS contamination. The proceeds were allocated as follows: SJWC received $17.0 million; CWC received $7.6
million; and MWC received $0.5 million, which includes $0.3 million payable to contract operators. The proceeds are compensatory in nature and are
intended to compensate the Company for costs incurred, or to be incurred, to address the presence of PFAS compounds in public water supply systems and
have been recorded in accordance with applicable regulatory accounting treatment, subject to regulatory approval.

H2O America is entitled to receive additional cash proceeds from 3M Company over the subsequent eight years, pursuant to the terms of the settlement
agreement. In addition, the Company is party to class action settlements with Tyco Fire Products LP and BASF Corporation.

H2O America is monitoring and evaluating the ongoing litigation and settlement activity with the PFAS defendants for potential impacts to the various
claims that these utility subsidiaries have asserted. However, the amount of any additional proceeds is not estimable as of the date of this filing.

Item 4. Mine Safety Disclosures

None.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Market Information

Since November 8, 2024, H2O America’s common stock has been trading on the Nasdaq Global Select Market under the symbol “SJW”. Effective May 5,
2025 as a result of a change in the Company’s corporate name the ticker symbol was changed to “HTO.” Prior to November 8, 2024, H2O America’s
common stock was traded on the New York Stock Exchange. As of February 19, 2026, there were 242 record holders of H2O America’s common stock,
excluding those shares held in street or nominee name.

Five-Year Performance Graph

The following performance graph compares the changes in the cumulative stockholder return on H2O America’s common stock with the cumulative total
return on a Water Utility Index and the Standard & Poor’s 500 Index during the last five years ended December 31, 2025. The comparison assumes $100
was invested on December 31, 2020 in H2O America’s common stock and in each of the foregoing indices and assumes reinvestment of dividends.

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN
Among H2O America, a Water Utility Index and the S&P 500 Index

The following descriptive data of the performance graph is supplied in accordance with Rule 304(d) of Regulation S-T (numbers represent U.S. dollars
($)):

2020 2021 2022 2023 2024 2025

H2O America 100  108  122  100  78  80 
Water Utility Index 100  128  120  101  89  91 
S&P 500 Index 100  129  105  133 166 196

The Water Utility Index is an equal-weight index comprised of eight U.S.-based water utilities. The above performance graph and related information shall
not be deemed “soliciting material” or to be “filed” with the SEC, nor shall such information be incorporated by reference into any future filing under the
Securities Act of 1933 or Securities Exchange Act of 1934, each as amended, except to the extent that the company specifically incorporates it by reference
into such filing.

Item 6. [Reserved]
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
(Dollar amounts in thousands, except where otherwise noted)

The following discussion and analysis of our financial condition and results of operations should be read together with “Forward-Looking Statements,”
Part 1, Item 1 “Business,” Part I, Item 1A “Risk Factors,” and our consolidated financial statements and notes included under Item 8 of this Annual
Report on Form 10-K. The following sections include a discussion of results for the year ended December 31, 2025 compared to the year ended
December 31, 2024. Unless otherwise provided herein, the comparative results for the year ended December 31, 2024 with for the year ended
December 31, 2023 may be found in “Part II - Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” of the
company’s Annual Report on Form 10-K for the year ended December 31, 2024.

Business Strategy

H2O America focuses its business initiatives in three strategic areas:

(1) Investing in regional regulated water utility operations to support the health, safety and quality of life of our customers;

(2) Regional non-tariffed water utility related services provided in accordance with the guidelines established by the applicable state public
utility commissions; and

(3) Out-of-region water and utility related services.

Regional Regulated Activities

H2O America’s regulated utility operation is conducted through SJWC, CWC, TWC and MWC. H2O America plans and applies a diligent and disciplined
approach to maintaining and improving its water system infrastructures and also seeks to acquire regulated water systems adjacent to or near its existing
service territory. CWC and TWC also provide regulated wastewater services.

The United States water utility industry is largely fragmented and is dominated by municipal-owned water systems. The water industry is regulated, and
provides a life-sustaining product. This makes water utilities subject to lower business cycle risks than non-tariffed industries.

Regional Non-tariffed Activities

Non-tariffed services provided by H2O America’s subsidiaries include water system operations, maintenance agreements, antenna site leases under
agreements with municipalities and other utilities, wholesale water service to adjacent utilities, wastewater services, and Linebacker , an optional service
line protection program covering a limited amount of the cost of repairs for leaking or broken water and wastewater service lines and in-home plumbing to
eligible residential customers in Connecticut and water service lines to eligible residential customers in Maine.

H2O America also seeks appropriate non-tariffed business opportunities that complement its existing operations or that allow it to extend its core
competencies beyond existing operations. H2O America seeks opportunities to fully utilize its capabilities and existing capacity by providing services to
other regional water systems, which also will benefit its existing regional customers.

Out-of-Region Opportunities

H2O America also from time to time pursues opportunities to participate in out-of-region water and utility related services, particularly regulated water and
wastewater businesses. H2O America evaluates out-of-region and out-of-state opportunities that meet H2O America’s risk and return profile.

The factors H2O America considers in evaluating such opportunities include:

• Potential profitability;

• Regulatory environment;

• Additional growth opportunities within the region;

• Water supply, water quality and environmental issues;

• Capital requirements;

• General economic conditions; and

• Synergy potential.

®
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As part of our pursuit of the above three strategic areas, we consider from time-to-time opportunities to acquire businesses and assets. The proposed
transactions with Quadvest are an example of this strategy.

Quadvest acquisition

As previously disclosed, H2O America, through its indirect subsidiary, TWC, is set to acquire regulated systems owned by Quadvest, L.P. for $483,600,
and TWOS will acquire systems owned by Quadvest Wholesale LLC for $56,400. Please see Note 14 “Acquisitions” for further discussion. On the
completion of this acquisition, we expect Quadvest will bring operational scale, a strong development pipeline, and increased exposure to one of America’s
fastest growing regions, Houston, TX. Quadvest brings a strong legacy of local relationships and reliable service. It has been providing water and sewer
service in Southeast Texas for nearly 50 years through its operating entities.

On July 9, 2025, TWC filed a request with the PUCT to use FMV to support its acquisition of Quadvest, L.P. On August 7, 2025, the PUCT appointed
three appraisers to determine the FMV. In December 2025 TWC, received the appraised FMV from the three PUCT appointed appraisers for the assets of
Quadvest L.P. In accordance with Texas’ FMV statute, the purchase price of $483,600 will serve as the ratemaking rate base. TWC filed its STM
application with the PUCT in January 2026.

Reportable Segment

Water Utility Services is our single reportable segment. Other business activities that are not separately reportable segments are SJWC’s City of Cupertino
service concession arrangement operations, H2O America Land Company and Chester Realty, Inc, contract water and sewer operations and other water-
related services provided by NEWUS and are collectively referred to as “Other Services.”

Critical Accounting Estimates

H2O America has identified accounting estimates delineated below as estimates critical to its business operations and the understanding of the results of
operations. The preparation of consolidated financial statements requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities at the date of the consolidated financial statements and revenues and expenses during the reporting period. H2O America bases its
estimates on historical experience and other assumptions that are believed to be reasonable under the circumstances. For a detailed discussion on the
application of these and other accounting policies, see Note 2 of “Notes to Consolidated Financial Statements.” H2O America’s critical accounting
estimates are as follows:

Recognition of Regulatory Assets and Liabilities

GAAP for water utilities include the recognition of regulatory assets and liabilities as permitted by ASC Topic 980. In accordance with ASC Topic 980,
Water Utility Services, to the extent applicable, records regulatory assets for incurred costs that are deemed probable of recovery from customers. Also,
Water Utility Services recognizes regulatory liabilities for amounts expected to be refunded to customers in the ratemaking process and for amounts
collected in advance of the related expenditures. Regulatory assets or liabilities are also recognized for special revenue programs such as WCMA and WRA
in accordance with guidance on alternative revenue programs under ASC Topic 980, including the requirement that such revenues will be collected within
24 months of the year-end in which the revenue is recorded. A reserve is recorded for amounts H2O America estimates will not be collected within the 24-
month period. This reserve is based on an estimate of actual usage over the recovery period. The WCMA allows SJWC to track revenue, net of related
water costs, associated with reduced sales due to water conservation and associated calls for water use reduction. SJWC records the lost revenue captured
in the WCMA balancing accounts, including amounts related to a 20-basis point reduction in the authorized return on equity per the terms of the WCMA.
Applicable drought surcharges collected are used to offset the revenue losses tracked in the WCMA. WRA, a decoupling mechanism authorized by PURA
for CWC, mitigates risks associated with changes in demand. The WRA is used to reconcile actual water demands with the demands projected in the most
recent general rate case and allows the company to implement a surcharge or sur-credit as necessary to recover or refund the revenues approved in the
general rate case. The WRA allows the company to defer, as a regulatory asset or liability, the amount by which actual revenues deviate from the revenues
allowed in the most recent general rate proceedings. Application of ASC Topic 980, including determining whether recovery is probable, requires
significant judgement by management and includes assessing evidence that may exist prior to regulatory authorization, including regulatory rules and
decisions, historical ratemaking practices, and other facts and circumstances that would indicate the recovery or refund is probable. The regulatory assets
and liabilities recorded by Water Utility Services primarily relate to asset removal costs, the recognition of deferred income taxes for ratemaking versus tax
accounting purposes, balancing and memorandum accounts, pensions and other postretirement benefits, and employee benefit costs. The disallowance of
any asset in future ratemaking, including regulatory assets, would require Water Utility Services to immediately recognize the impact of the costs for
financial reporting purposes. There were no material disallowances recognized during the years ended December 31, 2025, 2024 and 2023.
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Recognition of Balancing and Memorandum Accounts

Balancing and memorandum accounts are primarily utilized by our California operations. The purpose of a balancing account is to track the under-
collection or over-collection associated with expense changes and the revenue authorized by the CPUC to offset those expense changes. Pursuant to
Section 792.5 of the California Public Utilities Code, a balancing account must be maintained for expense items for which revenue offsets have been
authorized. Balancing and memorandum accounts are recognized by SJWC when it is probable that future recovery of previously incurred costs or future
refunds that are to be credited to customers will occur through the ratemaking process.

Balancing accounts are currently being maintained for the following items in California: purchased water, purchased power, groundwater extraction
charges, pensions, group health insurance, and general rate case and cost of capital true-ups. The amount in the water production balancing accounts varies
with the seasonality of the water utility business such that, during the summer months when the demand for water is at its peak, the account tends to reflect
an under-collection, while during the winter months when demand for water is relatively lower, the account tends to reflect an over-collection. The pension
and group health insurance balancing accounts are intended to capture the difference between actual expense and the amount approved in rates by the
CPUC. The general rate case true-up accounts are a result of revenue shortfalls authorized for collection or refund by the CPUC due to delayed rate case
and cost of capital decisions. The MWRAM tracks the difference between the revenue received for actual metered sales through the tiered volumetric rate
and the revenue that would have been received with the same actual metered sales if a uniform rate would have been in effect.

SJWC also maintains memorandum accounts to track impacts due to catastrophic events, certain unforeseen water quality expenses related to new federal
and state water quality standards, energy efficiency, water conservation, water tariffs, and other approved activities or as directed by the CPUC.

In assessing the probability criteria for balancing and memorandum accounts between general rate cases, SJWC considers evidence that may exist prior to
CPUC authorization that would satisfy ASC Topic 980 subtopic 340-25 recognition criteria. Such evidence may include regulatory rules and decisions, past
practices, and other facts and circumstances that would indicate that recovery or refund is probable. When such evidence provides sufficient support, the
balances are recorded in H2O America’s financial statements.

It is typical for the CPUC to incorporate any over-collected and/or under-collected balances in balancing or memorandum accounts into customer rates at
the time rate decisions are made as part of SJWC’s general rate case proceedings by assessing temporary surcredits and/or surcharges. In the case where
SJWC’s balancing or memorandum-type accounts that have been authorized by the CPUC reach certain thresholds or have termination dates, SJWC can
request the CPUC to recognize the amounts in customer rates prior to the next regular general rate case proceeding by filing an advice letter.

Goodwill

Goodwill represents the excess of the purchase price paid over the estimated fair value of the assets acquired and liabilities assumed in the acquisition of a
business. Goodwill is not amortized but is tested for impairment annually on October 1st or more frequently if an event occurs or circumstances change that
would more likely than not reduce the fair value of a reporting unit below its carrying amount. H2O America first performs a qualitative assessment to
determine whether it is necessary to perform the quantitative impairment test. In assessing the qualitative factors, H2O America considers the impact of
these key factors: change in industry and competitive environment, financial performance, macroeconomic conditions, and other relevant Company-
specific events. If H2O America determines that as a result of the qualitative assessment it is more likely than not (> 50% likelihood) that the fair value is
less than carrying amount, then a quantitative test is performed. H2O America performed an impairment analysis as of October 1, 2025. The qualitative
assessment found no indicators of impairment and therefore H2O America did not perform the quantitative impairment test. No impairments occurred
during the years ended December 31, 2025, 2024 or 2023.

Factors Affecting Our Results of Operations

H2O America’s financial condition and results of operations are influenced by a variety of factors including the following:

• Economic utility regulation;

• Infrastructure investment;

• Compliance with environmental, health and safety standards;

• Production expenses;
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• Customer growth;

• Water usage per customer;

• Weather conditions, seasonality and sources of water supply; and

• Merger and acquisition activities, if any.

Economic Utility Regulation

Water Utility Services is generally subject to economic regulation by the Regulators overseeing public utilities. Regulatory policies vary from state to state
and may change over time. In addition, there may be regulatory lag between the time a capital investment is made, a consumption decrease occurs, or an
operating expense increases and when those items are adjusted in utility rates.

SJWC employs a forward-looking test year and has been authorized to use several mechanisms to mitigate risks faced due to regulatory lag and new and
changing legislation, policies and regulation. These include memorandum accounts to track revenue impacts due to catastrophic events, certain unforeseen
water quality expenses related to new federal and state water quality standards, energy efficiency, water conservation, water tariffs, and other approved
activities or as directed by the CPUC. Rate recovery for the balances in these memorandum accounts is generally allowed in a subsequent general rate case.
SJWC also maintains balancing accounts to track changes in purchased water, purchased power, groundwater extraction charges, pension costs, and group
health insurance expenses for later rate recovery. Regulatory risk in California is mitigated by use of a forward-looking test year which allows the return on
and return of utility plant on a forecasted basis as it is placed in service, and in some cases interim rate relief is allowed in the event of regulatory lag. The
CPUC permits its regulated utilities to acquire other utilities if the proposed sale and asset purchase transaction is determined to be in the public interest.
Under Public Utilities Code § 2720, the purchase price, subject to a reasonable test involving appraisals from the acquirer as well as the Public Advocates
Office, represents the Fair Market Value. Upon CPUC approval, acquiring utilities can include the Fair Market Value in rate base.

Pursuant to Connecticut regulations, CWC employs a historical test year. To address regulatory risk due to regulatory lag and changing legislation policies
and regulations, rate cases may be filed as necessary in Connecticut. Additionally, to mitigate regulatory lag for pipeline replacement and conservation
related projects, the Connecticut State Legislature has approved WICA that allows for a surcharge to be added to customer bills semi-annually for certain
eligible pre-approved projects. The intended purpose of WICA is to enable the acceleration of the rate of replacement and/or rehabilitation of existing water
system infrastructure to mitigate the effect of decay of aging water systems and promote conservation measures. In order to incentivize water utilities to
conserve water, the Connecticut State Legislature created WRA in Connecticut in 2013. With the passage, CWC is no longer incentivized to sell more
water and can encourage conservation of precious resources, removing financial disincentives to pursue water conservation.

Pursuant to Texas regulation, TWC employs a historical test year. To address regulatory risk due to regulatory lag and changing legislation policies and
regulations, rate cases may be filed as necessary in Texas, provided it has been more than 12 months since TWC’s most recent application to change rates
was filed. Additionally, to mitigate regulatory lag for capital improvements, Texas implemented its first SIC in 2021. The SIC allows TWC to earn a return
on some of its capital improvements made after 2020 through a monthly surcharge to its customers. An application for a SIC or SIC amendment may be
filed once per year, and the initial approval of a SIC triggers a requirement to file a general rate case within four years of the date of approval. The PUCT
permits the acquisition of utilities using FMV. This process brings in three appraisers to determine the market value of a system. The average of the three
appraisals is then compared to the purchase price for the acquisition to determine the value of utility plant included in rate base. In addition, after recent
legislation the PUCT adopted rules to allow a water utility to request to apply its current approved rates to the customers of newly acquired systems, which
encourages consolidation and minimizes rate case expenses. During 2025, the Texas legislature passed House Bill 2712 which took effect on September 1,
2025 and allows water utilities to use future test year information for ratemaking purposes beginning with applications filed on or after September 1, 2026.
The legislation was enacted to enable water utilities to seek rate recovery based on projected costs, encourage timely replacement of infrastructure and
improve regulatory alignment with capital planning. Upon implementation of the law, water utilities will be able to utilize the future test year, historical test
year or a combination of both when filing a general rate case.

Pursuant to Maine regulations, MWC employs a historical test year. To address regulatory risk due to regulatory lag and changing legislation policies and
regulations, rate cases may be filed as necessary in Maine. Additionally, to mitigate regulatory lag for all infrastructure replacements (except meters), the
Maine State Legislature has approved of WISC that allows for a surcharge to be added to customer bills semi-annually for certain pre-approved projects.
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Infrastructure Investment

The water utility business is capital-intensive. In 2025 and 2024, company-funded capital improvements were $489,607 and $353,029, respectively, for
additions to, or replacements of, property, plant and equipment for our Water Utility Services. We plan to spend approximately $458,000 in 2026 which
excludes amounts related to the Company’s previously announced acquisition of Quadvest L.P and $2,568,000 over the next five years for capital
improvements inclusive of amounts related to the acquisition. In addition to these capital expenditures, Water Utility Services expects to incur
approximately $100,000 over the next five years, including $25,000 in 2026, in capitalizable costs associated with cloud-based computing arrangements.
H2O America funds these expenditures through a variety of sources, including earnings received from operations, debt and equity financing, and other
borrowings. H2O America relies upon lines of credit to fund capital expenditures in the short term and has historically issued long-term debt to refinance
our short-term debt. While our ability to obtain financing will continue to be a key risk, we believe that based on our successful 2025 activities, we will
have access to the external funding sources necessary to implement our ongoing capital investment programs in the future. See discussion below under
“Liquidity and Capital Resources” for additional information on capital expenditures.

Compliance with Environmental, Health and Safety Standards

Water Utility Services’ operations are subject to water quality and pollution control regulations issued by the EPA and environmental laws and regulations
administered by the respective states and local regulatory agencies. Under the federal SDWA, Water Utility Services is subject to regulation by the EPA of
the quality of water it sells and treatment techniques it uses to make the water potable. The EPA promulgates nationally applicable standards, including
maximum contaminant levels for drinking water. Water Utility Services has implemented monitoring activities and installed specific water treatment
improvements enabling it to comply with existing maximum contaminant levels and plan for compliance with future drinking water regulations. However,
the EPA and the respective state agencies have continuing authority to issue additional regulations under the SDWA. Water Utility Services incur
substantial costs associated with compliance with environmental, health and safety and water quality regulation to which our water services are subject.

In April 2024, the EPA issued new national primary drinking water regulations for six PFAS substances. The regulations impose maximum contaminant
levels and monitoring requirements for the nation’s water system for six PFAS chemicals under the SDWA. The final regulation requires water systems to
comply with PFAS monitoring and reporting requirements by 2027, and to comply with the maximum contaminant levels by 2029. H2O America estimates
capital expenditures of approximately $400,000 for PFAS treatment based on finalized maximum contaminant levels. See discussion below under
“Liquidity and Capital Resources” for additional information on capital expenditures.

Environmental, health and safety, and water quality regulations are complex and change frequently, and the overall trend has been that they have become
more stringent over time. It is possible that new or more stringent environmental standards and water quality regulations could be imposed that will
increase Water Utility Services’ water quality compliance costs, hamper Water Utility Services’ available water supplies, and increase future capital
expenditures. Future drinking water regulations may require increased monitoring, additional treatment of underground water supplies, fluoridation of all
supplies, more stringent performance standards for treatment plants and procedures to further reduce levels of disinfection by-products. In the past, Water
Utility Services have generally been able to recover expenses associated with compliance related to environmental, health and safety standards, but future
recoveries could be affected by regulatory lag and the corresponding uncertainties surrounding rate recovery.

Production Expenses

Water Utility Services’ operations require significant production inputs which result in substantial production expenses. These expenses include power,
which is used to operate pumps and other equipment, purchased water and groundwater extraction charges. For 2025, production expenses accounted for
50% of our total operating expenses. Price increases associated with these production inputs would adversely impact our results of operations until rate
relief is granted. However, for SJWC, the FCBA mitigates the cost of the water supply from changes and variations in quantities from each of these sources
which affect the overall mix of the water supply.

Customer Growth

Customer growth in Water Utility Services is driven by: (i) organic population growth within our authorized service areas and (ii) the addition of new
customers to our regulated customer base by acquiring regulated water systems adjacent to or near our existing service territories. We did not have any cash
outflows for business acquisitions in 2025 or 2024. During the third quarter of 2025 we announced our anticipated acquisitions of Quadvest L.P and South
Central Water Company both of which are expected to close in the second half of 2026. During 2023, we had cash outflows of $7,537, for business
acquisitions which we believe will allow H2O America to expand our regulated customer base. Before entering new regulated markets, we
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evaluate the regulatory environment to ensure that we will have the opportunity to achieve an appropriate rate of return on our investment while
maintaining our high standards for quality, reliability and compliance with environmental, health and safety, and water quality standards.

Water Usage Per Customer

Fluctuations in customer demand for water could be due to seasonality, restrictions of use, weather or lifestyle choices, all of which could affect our results
of operations.

The following is the change in combined residential and business customer usage in 2025 compared to 2024:

Change in customer usage

2025 vs. 2024

SJWC (4.6)%
CWC 2.7 %
TWC (3.1)%
MWC 2.5 %

For the year ended December 31, 2025, SJWC’s residential usage was lower by 14.6% and business usage was higher by 2.5%, respectively, than the
amount authorized in our 2022-2024 general rate case. SJWC’s service area is currently under a voluntary 15% reduction of water consumption from its
water wholesaler. To address the difference between conservation usage and authorized usage in the rate case, the CPUC has approved the activation of the
WCMA. The WCMA is a temporary revenue protection mechanism, due to the voluntary 15% water reduction request, which tracks the divergence
between authorized versus actual consumption in a balancing account for future recovery.
With the availability of the WCMA in California and the WRA in Connecticut, which allows for recovery of authorized revenues, decreases in
consumption year to year do not present the same financial risk as in our other water utility services utilities.

Weather Conditions, Seasonality and Sources of Water Supply
Our ability to meet the existing and future water demands of our customers depends on an adequate supply of water. Drought, governmental restrictions,
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 is affected by weather conditions, in particular during the warmer months. Our water systems experience higher demand in the
summer due to the warmer temperatures and increased usage by customers for outside irrigation of lawns and landscaping. In periods of drought, if
customers are encouraged or required to conserve water due to a shortage of supply or restriction of use, revenue tends to be lower. Water use restrictions
may be imposed at a regional or state level and may affect our service areas regardless of our readiness to meet unrestricted customer demands. Similarly,
in unusually wet periods, water supply tends to be higher and customer demand tends to be lower, again resulting in lower revenues.
SJWC believes that its various sources of water supply, which consists of groundwater from wells, surface water from watershed run-off and diversion,
reclaimed water, and purchased imported water, will be sufficient to meet customer demand for 2026. In addition, SJWC actively works with Valley Water
to address California’s long-term water supply challenges by continuing to educate customers on responsible water use practices and to conduct long-range
water supply planning. CWC and MWC believe that they will be able to meet customer demand for 2026 with their existing water supply which consists of
groundwater from wells, surface water in reservoirs and purchased water treated by neighboring water utilities. TWC expects to meet customer demand for
2026 with TWC’s water supply which consists of groundwater from wells, surface water and purchased treated and raw water from the GBRA.

Results of Operations

Water sales are seasonal in nature and influenced by weather conditions. The timing of precipitation and climatic conditions can cause seasonal water
consumption by customers to vary significantly. Revenue is generally higher in the warm, dry summer months when water usage and sales are greater and
lower in the winter months when cooler temperatures and increased rainfall curtail water usage and sales.

See Item 1, “Business” and Item 1A, “Risk Factors” for a discussion of H2O America’s general business, regulatory activities, and information about water
supply.
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Overview

H2O America’s consolidated net income for the year ended December 31, 2025 was $102,578, compared to $93,967 for the same period in 2024. This
represents an increase of $8,611 or 9%, from 2024. The increase in net income was primarily driven by higher revenue associated with rate increases in
California and Connecticut partially offset by higher administrative and general expenses, higher water production expenses, lower customer usage, and
higher depreciation and amortization expense primarily related to new utility plant additions.

Operating Revenue

2025 2024 2023

Water Utility Services $ 787,099  732,580  652,045 
Other Services 13,491  15,859  18,318 

Total operating revenue $ 800,590  748,439  670,363 

The change in consolidated operating revenue was due to the following factors:

 
2025 vs. 2024

Increase/(decrease)
2024 vs. 2023

Increase/(decrease)
Water Utility Services:

Consumption changes $ (7,220) (1)% $ 14,861  2 %
Increase in customers 1,452  — % 2,532  — %
Rate increases for: — %

Pass-through water costs 23,281  3 % 26,057  4 %
All other increases 44,134  6 % 36,076  5 %

Regulatory mechanisms (7,987) (1)% (6,633) (1)%
Service and other revenue 859  — % 7,642  2 %

Other Services (2,368) — % (2,459) — %
Total change in operating revenue $ 52,151  7 % $ 78,076  12 %

____________________
(1)    Consists of rate increases specifically associated with changes in the water supply costs that are passed through to customers.
(2)    Primarily associated with general rate cases and related annual escalation adjustments, infrastructure surcharges, and cost of capital adjustments.
(3)    Excludes portion attributable to rate increases, which are shown in the rate increase lines above.
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2025 vs. 2024

The revenue increase consists of $54,519 for Water Utility Services which is primarily due to a $44,134 increase in authorized rates in California,
Connecticut and Texas, an increase in rates of $23,281 attributable to water supply costs that are passed through to customers, an increase of $1,452 from
new customers, and increases in services and other revenue of $859, partially offset by decreases of $7,987 in other regulatory mechanisms, and a decrease
of $7,220 due to lower usage.

The revenue decrease of $2,368 from Other Services is primarily attributable to lower real estate activity.

2024 vs. 2023

The revenue increase consists of $80,535 for Water Utility Services which is primarily due to an increase in authorized rates in California and Connecticut,
which resulted in an additional $36,076 in revenue, an increase in rates of $26,057 attributable to water supply costs that are passed through to customers,
an increase of $14,861 due to higher usage, an increase of $2,532 from new customers, and increases in services and other revenue of $7,642, partially
offset by decreases of $6,633 in other regulatory mechanisms.

The revenue decrease of $2,459 from Other Services is primarily attributable to lower real estate activity.

Water Utility Services’ Operating Revenue and Customer Counts

The following tables present operating revenues and the number of customers by customer group of Water Utility Services:

Operating Revenue by Customer Group
 

2025 2024 2023

Residential and business $ 676,065  625,080  557,659 
Industrial 5,869  5,099  4,693 
Public authorities 28,527  27,446  23,755 
Others 59,197  55,494  54,166 
Balancing and memorandum accounts and other
regulatory mechanisms 9,141  11,819  11,772 
Service and other revenue 8,300  7,642  — 

$ 787,099  732,580  652,045 

Number of Customers

2025 2024 2023

Residential and business 386,035  384,619  383,126 
Industrial 604  592  591 
Public authorities 2,345  2,370  2,387 
Others 11,144  11,060  10,983 

400,128  398,641  397,087 

Operating Expense

Operating expense is summarized below:

2025 2024 2023

Water Utility Services $ 607,056  560,364  506,923 
Other Services 9,946  10,513  10,408 
Unallocated Corporate 6,061  7,059  3,597 

$ 623,063  577,936  520,928 
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The change in consolidated operating expenses was due to the following factors:
 

 
2025 vs. 2024

Increase/(decrease)
2024 vs. 2023

Increase/(decrease)
Water production expenses:

Change in surface water use $ 6,852  1 % $ 5,181  1 %
Change in usage (3,336) (1)% 10,254  2 %
Change in new customers 429  — % (156) — %
Purchased water and groundwater extraction charge, energy
price change and other production expenses, net 24,064  4 % 25,035  5 %
Balancing and memorandum account cost recovery (8,870) (2)% (4,492) (1)%

Total water production expenses 19,139  2 % 35,822  7 %
Administrative and general 20,168  3 % 7,174  2 %
Maintenance 1,594  — % 5,572  1 %
Property taxes and other non-income taxes 1,758  1 % 1,453  — %
Depreciation and amortization 2,468  1 % 6,987  1 %

$ 45,127  7 % $ 57,008  11 %

The following table presents the sources of water supply:

  Source of Water Supply
  2025 2024
  (billion gallons)

Purchased water 17.0 17.8
Groundwater 20.5 18.6
Surface water 10.9 11.8
Reclaimed water 0.8 0.8

49.2 49.0
Average water production expense per billion gallons $6.247 million $5.956 million

The percentages of water supply by source excluding reclaimed water by state is presented below:

Purchased Water Groundwater Surface Water
  2025 2024 2025 2024 2025 2024

California 46 % 48 % 45 % 41 % 7 % 9 %
Connecticut 9 % 6 % 41 % 39 % 50 % 55 %
Maine 2 % 2 % 7 % 6 % 91 % 91 %
Texas 12 % 13 % 36 % 37 % 52 % 50 %

Water production in 2025 increased by 0.2 billion gallons from 2024. The changes are primarily attributable to increase in consumption by customers in
Connecticut partially offset by decrease in consumption by customers in California.

The contract water rates for SJWC are determined by Valley Water. These rates are adjusted periodically and coincide with Valley Water’s fiscal year,
which ends on June 30. The contract water rate for Valley Water’s fiscal years 2026, 2025 and 2024 was $7.872 million, $7.194 million, and $6.411 million
per billion gallons, respectively. The contractual cost of the groundwater extraction charge for water pumped from the ground basin was $7.519 million,
$6.840 million, and $6.058 million per billion gallons for Valley Water’s fiscal years 2025, 2024 and 2023, respectively.

CWC has an agreement with RWA to purchase water from RWA. The agreement was signed in April 2006 and became effective upon the receipt of all
regulatory approvals in 2008 and will remain in effect for a minimum of 50 years upon becoming effective. In addition, CWC is able, but under no
obligation, to purchase up to one million gallons of water per day at the then-current wholesale rates per the agreement, $3.1 million per billion gallons as
of December 31, 2025. CWC has an agreement with MDC to purchase water from MDC to serve the Unionville system. The agreement became effective
on
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October 6, 2000 and has a term of 50 years beginning May 19, 2003, the date the water supply facilities related to the agreement were placed in service.
CWC has agreed to purchase 0.28 billion gallons of water annually from MDC at the published retail rate, $3.91 per hundred cubic feet as of December 31,
2025.

MWC had an agreement with the Kennebec Water District for potable water service. The agreement had previously been in place for 20 years prior to
being renewed on November 7, 2020. The renewal contained an initial term of five years and the ability to renew for up to 20 years at Kennebec Water
District’s option. In November 2025, the agreement was terminated and MWC transitioned from the previously negotiated rate to a standard tariff rate.
MWC guarantees a minimum consumption of 0.05 billion gallons of water annually. Through November 2025, water sales to MWC were billed at a
wholesale discount of $0.20 per hundred cubic feet of water below Kennebec Water District's tariffed rates. The current tariff rate was $1.51 per hundred
cubic feet as of December 31, 2025.

The various components of operating expenses are discussed below.

Water production expenses

Water production expenses increased $19,139 in 2025 primarily related to increased water pass-through costs including purchased water, groundwater
extraction charges and decreased availability of surface water, partially offset by decreased balancing and memorandum account cost recovery and lower
customer usage.

SJWC was notified by Valley Water that the unit prices of purchased water and the groundwater extraction charge were increased by 9% and 10%,
respectively, effective July 1, 2025. Effective July 1, 2024, Valley Water increased the unit price of purchased water by approximately 12% and the
groundwater extraction charge by approximately 13% for SJWC.

Administrative and General Expense

Administrative and general expense increased $20,168 in 2025, or 3% of total operating expenses from 2024, The increase was primarily attributable to
funds received from the California Extended Water and Wastewater Arrearage Payment Program in the prior year, higher employee expenses, insurance
and consulting work.

Maintenance Expense

Maintenance expenses increased $1,594 in 2025, primarily due to higher contracted work.

Property Taxes and Other Non-income Taxes

Property taxes and other non-income taxes increased $1,758 in 2025. The increase was primarily the result of an increase in property taxes due to utility
plant additions and higher payroll taxes due to increases in wages and headcount.

Depreciation and Amortization

Depreciation and amortization expense increased $2,468 in 2025. The increase was primarily due to new utility plant additions.

Other Income and Expense

The change in other (expense) income in 2025 compared to 2024 was primarily due to higher income from the equity portion of the Allowance for Funds
Used During Construction (“AFUDC”), and an increase in pension non-service credit, partially offset by an increase in interest expense related to higher
debt balances partially offset by lower interest rates. AFUDC income increased due to higher construction work in progress balances from ongoing capital
projects, resulting in greater capitalization of financing costs.

H2O America’s consolidated weighted-average cost of long-term debt, including the amortization of debt issuance costs, was 4.38% and 4.12% for the
years ended December 31, 2025 and 2024. Cost of borrowing on the lines of credit averaged 5.34% and 6.44% for the years ended December 31, 2025 and
2024, respectively.

Provision for Income Taxes
Income tax expense for 2025 was $12,355, compared to $8,970 in 2024. The effective consolidated income tax rate was 11% for 2025 and 9% for 2024.
The increase in the effective income tax rate was primarily due to a lower uncertain tax position reserve release and lower reversals of excess deferred
income taxes, and the cumulative catch-up adjustment relating to the accounting method change filed in 2024 that resulted in reduced income tax expense
for 2024, partially offset by higher flow through tax benefits.

Please refer to Note 7, “Income Taxes,” of Notes to Consolidated Financial Statements for a reconciliation of income tax computed at the federal statutory
rate to actual income tax expense.
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On July 4, 2025, Public Law No. 119-21, referred to as the One Big Beautiful Bill Act (“OBBBA”), was signed into law. The OBBBA contains several
changes to corporate taxation including the extension of key provisions of the 2017 Tax Cuts and Jobs Act. The legislation has multiple effective dates,
with certain provisions effective in 2025 and others phased in through tax year 2027. The legislation may be subject to further clarification and the issuance
of interpretive guidance. The Company evaluated the impact of the OBBBA tax legislation for the year ended December 31, 2025, and the impact was not
material to the provision for income taxes and deferred tax balances.

Other Comprehensive Income

The change in other comprehensive income in 2025 compared to 2024 was primarily due to the change in the benefit obligation for CWC’s supplemental
executive retirement plan primarily as a result of changes in the discount rate.

Non-GAAP Financial Measures

H2O America's net income and diluted EPS are prepared in accordance with GAAP. Adjusted net income and Adjusted diluted EPS are non-GAAP
financial measures representing GAAP earnings adjusted to exclude the effects of non-utility real estate transactions and costs associated with mergers and
acquisition activities, if any. These non-GAAP financial measures are provided as additional information for investors to evaluate the performance of H2O
America's business activities excluding these items. Management also believes these non-GAAP financial measures help investors and analysts better
understand our actual results compared to our guidance on a non-GAAP basis. H2O America uses adjusted net income and/or adjusted diluted EPS as the
primary performance measurements when communicating with analysts and investors regarding our outlook and results. Adjusted net income and Adjusted
diluted EPS are also used internally to measure performance. However, these non-GAAP financial measures may be different from non-GAAP financial
measures used by other companies, even when the same or similarly titled terms are used to identify such measures, limiting their usefulness for
comparative purposes. Further, these non-GAAP financial measures should be considered as a supplement to the financial information prepared on a
GAAP basis rather than an alternative to the respective GAAP financial measures.

The following tables reconcile Net Income, and EPS, all as defined under GAAP, to our non-GAAP financial measures of Adjusted Net Income and
Adjusted EPS for the years ended December 31, 2025, 2024 and 2023:

  Year ended December 31,

  2025 2024 2023

Reported GAAP Net Income $ 102,578  93,967  84,987 
Adjustments:

(Gain)/loss on sale of real estate investments (273) 572  (1,473)
Expense for merger and acquisition activities 3,464  3,393  — 
Tax effect of above adjustments (882) (1,148) 412 

Adjusted Net Income (non-GAAP) $ 104,887  96,784  83,926 

Reported GAAP Diluted Earnings Per Share $ 2.92  2.87  2.68 
Adjustments:

(Gain)/loss on sale of real estate investments, net of tax (0.01) 0.01  (0.03)
Expense for merger and acquisition activities, net of tax 0.08  0.07  — 

Adjusted Diluted Earnings Per Share (non-GAAP) $ 2.99  2.95  2.65 

 Included in the "Other, net" line on the consolidated statements of comprehensive income.
Included in the "Administrative and general" line on the consolidated statements of income.
 The tax effect on all adjustments is calculated at the applicable statutory rate.

Liquidity and Capital Resources

Water Utility Services’ business derives the majority of its revenue directly from residential and business customers. Management asserts that the collection
rate for its accounts receivables has improved as the ability to use service disconnections have returned to normal. On December 28, 2023, SJWC
submitted the application through the State of California Water and Wastewater Arrearages Payment Program to relieve outstanding payment delinquencies
for customer accounts greater than 60-
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days past due as of December 31, 2022. We received $9,130 in the second quarter of 2024 under the State of California Water and Wastewater Arrearages
Payment Program.

Funds collected from Water Utility Services’ customers are used to pay for water production expenses, in addition to costs associated with general
operations. Funds were also generated from borrowings. In 2025, H2O America and its subsidiaries obtained $185,167 in funds from new long-term debt
and $122,808 in funds from equity issuances. From these amounts, H2O America funded its 2025 capital expenditure programs, refinanced certain short
and long-term borrowings, and funded working capital. See Note 4 and Note 6 of “Notes to Consolidated Financial Statements” for discussion on the
equity and debt financing activities of H2O America. In addition, H2O America paid cash dividends of $58,645 during the year ended December 31, 2025.

In 2025, the common dividends declared and paid on H2O America’s common stock represented 57% of net income. Dividends have been paid on H2O
America’s and its predecessor’s common stock for 329 consecutive quarters and the annual dividend amount has increased in each of the last 58 years.
While historically H2O America has generally paid dividends equal to approximately 50% to 60% of its net income, H2O America cannot guarantee that
this trend will continue in the future.

The following table provides a summary of our operating, investing and financing cash flows for the years ended December 31, 2025, 2024 and 2023:

2025 2024 2023

Net cash provided by (used in):
Operating activities $ 244,803  195,526  190,831 
Investing activities (520,101) (340,095) (322,272)
Financing activities 284,870  145,960  128,820 

Net increase (decrease) in cash and cash equivalents 9,572  1,391  (2,621)
Cash and cash equivalents—beginning of the year 11,114  9,723  12,344 
Cash and cash equivalents—end of the year $ 20,686  11,114  9,723 

Cash Flow from Operations

In 2025, H2O America generated cash flow from operations of $244,803 compared to $195,526 during 2024. Cash flow from operations are primarily
generated by net income from revenue producing activities, adjusted for non-cash expenses for depreciation and amortization, deferred income taxes, share-
based compensation, allowance for equity funds used during construction, gains on the sale of assets, and other changes in working capital items.

In 2025, the increase in cash flows from operations was primarily attributable to higher net income, changes in working capital balances, changes in
regulatory assets and liabilities, proceeds from the PFAS litigation settlement, and the absence of the prior year’s up-front service concession fee payments
related to Cupertino.

Cash Flow from Investing Activities

Net cash used in investing activities for the year ended December 31, 2025, was $520,101 compared to $340,095 in 2024. This increase of $180,006 is
primarily a result of (1) an increase in company-funded capital expenditures of $136,578, primarily driven by $73,766 of expenditures at TWC and $62,738
at SJWC, (2) proceeds from the sale of real estate investments decreased by $37,771 driven primarily by the prior‑year sale of H2O America Land
Company’s Tennessee real estate assets. and (3) an increase for developer-funded capital expenditures of $5,967.

Cash Flow from Financing Activities

Net cash provided by financing activities for the year ended December 31, 2025, was $284,870 compared to $145,960 in 2024. This increase of $138,910 is
primarily a result of (1) decrease in long-term debt repayments of $45,114, (2) an increase in net proceeds from common stock equity offerings of $37,800,
(3) an increase in cash receipts of advances and contributions in aid of construction of $26,832, (4) an increase in net borrowings on the lines of credit of
$20,969, and (5) an increase in proceeds from PFAS litigation settlement $16,949, partially offset by (6) an increase in payments of dividends of $6,513.

H2O America’s cash management policy includes the issuance of long-term debt to pay down borrowings on our lines of credit. As such, during years
when long-term borrowings are high, borrowings on our line of credit tend to be low and when long-term borrowings are low, borrowings on our line of
credit tend to be high.
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H2O America and its subsidiaries have unsecured bank lines of credit totaling $370,000 as of December 31, 2025. Drawdowns on our lines of credit are
restricted by our funded debt not exceeding a percentage of total capitalization as defined in our debt covenants. H2O America expects to periodically draw
down on its lines of credit as dictated by our funding needs and subsequently repay such borrowings with cash from operations and issuance of long-term
debt or equity. See also “Sources of Capital” below.

Budgeted Capital Expenditures

Water Utility Services has budgeted 2026 capital expenditures of approximately $458,000, excluding capital expenditures financed by customer
contributions and advances. Additionally, the 2026 budgeted capital expenditures exclude amounts pertaining to the Company’s previously announced
acquisition of Quadvest, L.P. The table below illustrates the Company’s 2026 budgeted capital expenditures:

Budgeted Capital
Expenditures

2026
SJWC $ 212,000 
CWC 106,000 
TWC 118,000 
MWC 22,000 

Total capital expenditures $ 458,000 

The 2026 capital expenditures budget is concentrated on distribution system investments. Water Utility Services’ capital expenditures are incurred in
connection with normal upgrading and expansion of existing facilities and to comply with environmental regulations. Over the next five years, Water
Utility Services expects to incur approximately $2,568,000 in capital expenditures, which includes replacement of pipes and mains, maintaining water
systems, and installing approximately $400,000 in PFAS treatment. A significant portion of this amount is subject to future respective state regulatory
utility commissions’ approval. Capital expenditures have the effect of increasing utility plant rate base on which Water Utility Services earns a return.
Water Utility Services’ actual capital expenditures may vary from projections due to changes in the expected demand for services, weather patterns, actions
by governmental agencies and general economic conditions. Total additions to utility plant normally exceed company-financed additions as a result of new
facilities construction funded with advances from developers and contributions in aid of construction.

The Water Utility Services’ distribution systems were constructed during the period from the early 1900’s through today. Expenditure levels for renewal
and modernization will occur as the components reach the end of their useful lives. In most cases, replacement cost will significantly exceed the original
installation cost of the retired assets due to increases in the costs of goods and services and increased regulation.

In addition to these capital expenditures, Water Utility Services expects to incur approximately $100,000 over the next five years, including $25,000 in
2026, in capitalizable costs associated with cloud-based computing arrangements.

Sources of Capital

H2O America’s ability to finance future construction programs, execute on acquisitions and sustain dividend payments depends on its ability to maintain or
increase internally generated funds and attract external financing. The level of future earnings and the related cash flow from operations is dependent, in
large part, upon the timing and outcome of regulatory proceedings. H2O America’s regulated operations’ financing activity is designed to achieve capital
structures consistent with regulatory guidelines
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in the locations where the companies operate. See current authorized capital structures in Item 1, “Business” under “Regulation and Rates.”

Short-term Financing Arrangements

H2O America and its subsidiaries have unsecured line of credit agreements where borrowings are used to refinance existing debt, for working capital, and
for general corporate purposes. A summary of the line of credit agreements as of December 31, 2025 and 2024 are as follows:

2025 2024
Maturity Date Line Limit Amounts Outstanding Unused Portion Amounts Outstanding

Syndicated credit agreement: September 12, 2030
H2O America $ 50,000  11,000  39,000  3,000 
SJWC 165,000  45,000  120,000  44,000 
CTWS —  —  —  30,000 
CWC 80,000  13,000  67,000  — 
MWC 25,000  —  25,000  — 
SJWTX 30,000  16,000  14,000  — 

Total syndicated credit agreement 350,000  85,000  265,000  77,000 
SJWC credit agreement June 11, 2026 10,000  —  10,000  — 
CTWS credit agreement August 2, 2028 10,000  1,834  8,166  2,124 
CTWS credit agreement (1) May 15, 2025 —  —  —  40,000 

$ 370,000  86,834  283,166  119,124 

(1) On July 11, 2025, CTWS repaid the outstanding balance under this credit agreement and concurrently terminated this credit agreement.

Total outstanding borrowings under the unsecured lines of credit as of December 31, 2025 and 2024 were $86,834 and $119,124, respectively. The
weighted-average interest rate on short-term borrowings outstanding at December 31, 2025, was 4.75% compared to 6.08% at December 31, 2024. Cost of
borrowing on the lines of credit averaged 5.34% and 6.44% for the years ended December 31, 2025 and 2024, respectively. As of December 31, 2025, the
unused portion of the lines of credit available for future borrowings was $283,166.

All of H2O America’s and subsidiaries’ lines of credit contain customary representations, warranties and events of default, as well as certain restrictive
covenants customary for facilities of this type, including restrictions on indebtedness, liens, acquisitions and investments, restricted payments, asset sales,
and fundamental changes. All of the lines of credit also include certain customary financial covenants such as a funded debt to capitalization ratio and a
minimum interest coverage ratio. As of December 31, 2025, H2O America and its subsidiaries were in compliance with all covenants on their lines of
credit.

For additional information on H2O America’s lines of credit, see Note 5 of “Notes to Consolidated Financial Statements.”
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Long-term Financing Arrangements

H2O America’s and its subsidiaries’ long-term debt activities are for purposes of refinancing short-term borrowings, funding capital expenditures and
working capital, and repayments of maturing long-term debt. The following table summarizes the long-term debt issuances and repayments for the year
ended December 31, 2025:

Issuance (Repayment) Activity Date Maturity Date

SJWC:
Senior note, Series R, 5.83% $ 55,000  November 2025 November 2055

CTWS:
Bank term loan, 4.09% (1,493) 2025 December 2027
Bank term loan, 4.15% (663) 2025 August 2037

CWC:
Senior note, Series 2025, 6.08% 60,000  October 2025 November 2055
State revolving fund loan, 2.00% (23) 2025 July 2044

MWC:
State revolving fund loans, various series, 0.00%-2.58% 3,485  2025 2026-2054
Bank term loan, 6.70% 25,000  July 2025 July 2055

TWC:
Bank term loan, 6.68% 40,000  September 2025 September 2055

$ 181,306 

MWC finances a portion of its capital improvement program through loans under state revolving fund programs, including the Safe Drinking Water
Revolving Fund (“SDWSRF”). In 2024, MWC obtained MPUC approval to issue two First Mortgage Bonds through the Maine Municipal Bond Bank. The
Series X Bond totaled $3,330, inclusive of $598 of principal forgiveness, resulting in a net loan of $2,732; the issuance was approved on August 22, 2024
and completed on October 1, 2024. The Series Y Bond totaled $3,596, inclusive of $1,258 of principal forgiveness, resulting in a net loan of $2,337; the
issuance was approved on August 22, 2024 and completed on November 1, 2024. Each bond constitutes an unsecured obligation of MWC, with the Series
X Bond maturing on April 1, 2044 and the Series Y Bond maturing on April 1, 2054, and each bears a fixed interest rate of 1%. Interest is payable semi-
annually in arrears on April 1 and October 1, commencing April 1, 2025.

On December 6, 2024, TWC issued a promissory note to a national cooperative bank under an existing master loan agreement for a principal amount of
$20,000 at a fixed interest rate of 6.47%. The note is an unsecured obligation of TWC due on November 20, 2054. Interest is payable quarterly in arrears on
the 20th day of January, April, July and October of each year. In January 2025, TWC amended the existing master loan agreement to modify one of the
financial covenants. All of the other terms and conditions remain the same.

On May 23, 2025, MWC submitted an application with MPUC seeking approval to issue unsecured notes in an amount up to $25,000. The MPUC granted
approval on June 17, 2025. On July 10, 2025, MWC issued a promissory note to a national cooperative bank under an existing master loan agreement for a
principal amount of $25,000 at a fixed interest rate of 6.70%. The note is an unsecured obligation of MWC due on July 20, 2055. Interest is payable
quarterly in arrears on the 20th day of January, April, July and October of each year.

On September 18, 2025, TWC issued a promissory note to a national cooperative bank under an existing master loan agreement for a principal amount of
$40,000 at a fixed interest rate of 6.68%. This note is an unsecured obligation of TWC due on September 1, 2055. Interest is payable quarterly in arrears on
the 20th day of January, April, July and October of each year.

On October 28, 2025, CWC entered into a note purchase agreement with certain institutional investors, pursuant to which the company agreed to sell an
aggregate principal amount of $60,000 of its 6.08% Senior Notes, Series 2025 (“Series 2025 Notes”). The Series 2025 Notes are unsecured obligations of
CWC and are due on November 1, 2055. Interest is payable semi-annually in arrears on May 1st and November 1st of each year, commencing May 1,
2026.

On November 12, 2025, SJWC entered into a note purchase agreement with certain institutional investors, pursuant to which the company sold an
aggregate principal amount of $55,000 of its 5.83% Senior Notes, Series R (“Series R Notes”). The Series R Notes are unsecured obligations of SJWC and
are due on November 1, 2055. Interest is payable semi-annually in arrears on May 1st and November 1st of each year, commencing May 1, 2026.
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The debt and credit agreements of H2O America and its subsidiaries contain various financial and other covenants. Non-compliance with these covenants
could result in accelerated due dates and termination of the agreements. In addition, the credit agreements contain customary representations and warranties
and are subject to customary events of default, which may result in the outstanding debt becoming immediately due and payable. As of December 31, 2025,
H2O America and its subsidiaries were in compliance with all covenants related to its long-term debt agreements.

For additional information, see Note 6 of “Notes to Consolidated Financial Statements.”

Equity Financing Arrangements

On October 29, 2024, H2O America entered into an equity distribution agreement (the “New Equity Distribution Agreement”) with BofA Securities, Inc.,
J.P. Morgan Securities LLC, RBC Capital Markets, LLC and Wells Fargo Securities, LLC, pursuant to which the company may offer and sell shares of its
common stock, $0.001 par value per share, from time to time in “at-the-market” offerings, having an aggregate gross sales price of up to $200,000. Since
the inception of the New Equity Distribution Agreement, H2O America has issued and sold 2,763,359 shares of common stock at a weighted average price
of $52.39 for a total net proceeds of $142,975 and has $55,239 of aggregate gross sales price of shares remaining to issue under the New Equity
Distribution Agreement as of December 31, 2025.

For the year ended December 31, 2025, H2O America issued and sold a total of 2,387,846 shares of common stock with a weighted average price of $51.90
per share and received $122,806 in net proceeds under the New Equity Distribution Agreement.

Credit Rating

The condition of the capital and credit markets or the strength of financial institutions could impact H2O America’s ability to draw on its lines of credit,
issue long-term debt, sell its equity or earn interest income. In addition, government policies, the state of the credit markets and other factors could result in
increased interest rates, which would increase H2O America’s cost of capital. While our ability to obtain financing will continue to be a risk, we believe
that based on our 2025 and 2024 activities, we will have access to the external funding sources necessary to implement our ongoing capital investment
programs in the future. On July 15, 2025, Standard & Poor’s Ratings Services revised the outlook for H2O America, CTWS and CWC from stable to
negative following the announcement of the Quadvest acquisition.

The following table are the current Standard & Poor’s Rating Service assigned company ratings:

Entity Rating Outlook

H2O America A- Negative
SJWC A Stable
CTWS A- Negative
CWC A- Negative

Off-Balance Sheet Arrangement/Contractual Obligations

H2O America has no significant contractual obligations not fully recorded on its Consolidated Balance Sheet or not fully disclosed in the Notes to
Consolidated Financial Statements.
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H2O America’s contractual obligations and commitments as of December 31, 2025 are as follows:

 

Total

Contractual Obligations Due in

 
Less than


1 Year
1-3


Years
3-5


Years
After


5 Years

Senior notes, Water Utility Services $ 905,000  15,000  15,000  —  875,000 
Bank term loans, Water Utility Services 286,295  5,000  17,020  —  264,275 
Advances for construction, SJWC (1) 58,487  2,569  5,150  5,141  45,627 
California Pollution Control Financing Authority Revenue Bond,
SJWC 70,000  —  —  —  70,000 
Connecticut Innovations Revenue Bonds, CWC 22,050  —  9,550  12,500  — 
State revolving fund loans, CWC 308  16  33  33  226 
State revolving fund loans, MWC 16,336  1,249  2,788  2,052  10,247 
Senior notes, H2O America 560,000  —  —  360,000  200,000 
Bank term loans, CTWS 12,212  2,248  1,872  1,601  6,491 
Seller financing debt, TWC (2) 29,000  437  1,642  2,639  24,282 
Total contractual cash obligation 1,959,688  26,519  53,055  383,966  1,496,148 
Total interest on contractual obligations $ 1,469,279  80,009  157,834  142,735  1,088,701 

___________________________________
(1)     As of December 31, 2025, advances for construction were $201,413 of which $108,311 was related to non-refundable advances for construction and $34,615 was related to advances which

are refundable based on service connections made.
(2)    The timing of payments on the seller financing shown in the table above reflects management’s current estimate. The actual timing of payments will be based upon the actual quantities of

groundwater produced from the acquired wells.

With regard to uncertain tax positions, no such amounts are reflected in the table above since we are unable to predict the timing of tax settlements as tax
audits can involve complex issues and the resolution of those issues may span multiple years, particularly if subject to negotiation or litigation. For further
discussion on uncertain tax positions, please see Note 7 of “Notes to Consolidated Financial Statements.”

Water Supply Agreements

SJWC purchases water from Valley Water under terms of a master contract expiring in 2051. Delivery schedules for purchased water are based on a
contract year beginning July 1, and are negotiated every three years under terms of the master contract with Valley Water. For the years ended
December 31, 2025, 2024 and 2023, SJWC purchased from Valley Water 15.9 billion gallons ($120,322), 17.0 billion gallons ($117,698) and 18.3 billion
gallons ($111,173), respectively, of contract water. On June 3, 2025, Valley Water Board of Directors approved treated water deliveries reflecting the
contractual delivery schedule reduced by 23% through June 30, 2026. Based on current prices and estimated deliveries, SJWC is committed to purchase
from Valley Water a minimum of 90% of the reduced delivery schedule, or 18.9 billion gallons ($148,795) of water at the current contract water rate of
$7.87 million per billion gallons in the year ending December 31, 2026. Additionally, SJWC purchases non-contract water from Valley Water on an “as
needed” basis if the water supply is available. The contract water rates for SJWC are determined by Valley Water. These rates are adjusted periodically and
coincide with Valley Water’s fiscal year, which ends on June 30. The contract water rate for Valley Water’s fiscal years 2026, 2025 and 2024 was $7.872
million, $7.194 million, and $6.411 million per billion gallons, respectively. The contractual cost of the groundwater extraction charge for water pumped
from the ground basin was $7.519 million, $6.840 million, and $6.058 million per billion gallons for Valley Water’s fiscal years 2025, 2024 and 2023,
respectively.

SJWC also pumps water from the local groundwater basin. There are no delivery schedules or contractual obligations associated with the purchase of
groundwater. Valley Water determines the groundwater extraction charge and it is applied on a per unit basis. In addition to the Valley Water groundwater
extraction charge, SJWC also incurs power costs to pump the groundwater from the basin.

CWC has an agreement with RWA to purchase water. The agreement was signed in April 2006 and became effective upon the receipt of all regulatory
approvals in 2008 and will remain in effect for a minimum of 50 years upon becoming effective. CWC has the option, but is under no obligation, to
purchase up to one million gallons of water per day at the then current wholesale rates per the agreement ($3.3 million per billion gallons as of
December 31, 2025). CWC has an agreement with the MDC to purchase water from MDC to serve the Unionville system. The agreement became effective
on October 6, 2000 and has a term of 50 years beginning May 19, 2003, the date the water supply facilities related to the agreement were placed in service.
CWC has agreed to purchase 0.28 billion gallons of water annually from MDC. The rate charged by the MDC at December 31, 2025 were $3.91 per
hundred cubic feet.
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MWC had an agreement with the Kennebec Water District for potable water service. The agreement has been in place for 20 years and was extended on
November 7, 2020 for a new term of up to 20 years. In November 2025, the agreement was terminated and MWC transitioned from the previously
negotiated rate to a standard tariff rate. MWC guarantees a minimum consumption of 50 million gallons of water annually. Water sales to MWC are billed
at a wholesale discount of $0.20 per hundred cubic feet of water below Kennebec Water District's tariffed rates. The current tariff rate was $1.51 per
hundred cubic feet as of December 31, 2025.

TWC has long-term contracts with the GBRA. The agreements expire in 2037, 2040, 2044 and 2050. The agreements, which are take-or-pay contracts,
provide TWC with 7,602 acre-feet per year of water supply from Canyon Lake. The water rate may be adjusted by GBRA at any time, provided GBRA
gives TWC a 60-day written notice on the proposed adjustment. TWC also has treated water supply agreements with the LCRA and WTCPUA expiring in
2059 and 2046, respectively, for 350 acre-feet of water per each agreement per year from Lake Austin and the Colorado River, respectively, at prices that
may be adjusted periodically by the agencies.

Employee Benefit Arrangements

SJWC and CTWS sponsor noncontributory defined benefit pension plans and provide health care and life insurance benefits for retired employees. In 2025,
SJWC and CTWS contributed $5,675 and $7 to the pension plans and other postretirement benefit plans, respectively. In 2026, SJWC and CTWS expect to
make required and discretionary cash contributions of up to $7,682 to the pension plans and other postretirement benefit plans. The amount of required
contributions for years thereafter is not actuarially determinable.

SJWC’s other benefit obligations include employees’ postretirement benefits, an Executive Supplemental Retirement Plan, Cash Balance Executive
Supplemental Retirement Plan, Special Deferral Election Plan and Deferral Election Program for non-employee directors. Under these benefit plans, SJWC
is committed to pay approximately $2,299 annually to former officers and directors. Future payments may fluctuate depending on the life span of the
retirees and as current officers and executives retire.

CWC’s other benefit obligations include employees’ postretirement benefits, supplemental executive retirement agreements and deferred compensation
agreements and plan. Future payments may fluctuate depending on the contribution rates of employees into the deferred compensation plan and the life
span of the retirees and as current officers and executives retire. Under these benefit plans, CWC is committed to pay approximately $1,382, annually to
former officers and directors.

Recently Adopted Accounting Pronouncements and New Accounting Pronouncements

See Note 2 of “Notes to Consolidated Financial Statements” for a discussion of recently adopted accounting pronouncements and new accounting
pronouncements issued and pending adoption.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

H2O America is subject to market risks in the normal course of business, including changes in interest rates, pension plan asset values, and equity prices.
The exposure to changes in interest rates can result from the issuance of debt and short-term funds obtained through the company’s variable rate lines of
credit. H2O America’s subsidiaries sponsor noncontributory pension and other postretirement plans for its employees. Pension and other postretirement
costs and the funded status of the plans may be affected by a number of factors including the discount rate, mortality rates of plan participants, investment
returns on plan assets, and pension reform legislation.

H2O America has no derivative financial instruments, financial instruments with significant off-balance sheet risks, or financial instruments with
concentrations of credit risk.

51



Table of Contents

Item 8. Financial Statements and Supplementary Data

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the stockholders and the Board of Directors of H2O America

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheets of H2O America and subsidiaries (the “Company”) as of December 31, 2025 and 2024, the
related consolidated statements of comprehensive income, changes in stockholders’ equity, and cash flows, for each of the three years in the period ended
December 31, 2025, and the related notes and the schedules listed in the Index at Item 15 (collectively referred to as the “financial statements”). We also
have audited the Company’s internal control over financial reporting as of December 31, 2025, based on criteria established in Internal Control —
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”).

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Company as of December 31,
2025 and 2024, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2025, in conformity with
accounting principles generally accepted in the United States of America (“generally accepted accounting principles”). Also, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2025, based on criteria established in Internal
Control – Integrated Framework (2013) issued by COSO.

Basis for Opinions

The Company’s management is responsible for the financial statements, for maintaining effective internal control over financial reporting, and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying “Management’s Report on Internal Control over
Financial Reporting.” Our responsibility is to express an opinion on the financial statements and an opinion on the Company’s internal control over
financial reporting 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 audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud, and whether effective internal control
over financial reporting was maintained in all material respects.

Our audits of the financial statements included performing procedures to assess the risks of material misstatement of the financial statements, whether due
to error or fraud, and performing procedures to 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. Our audit of internal control over financial reporting included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Critical Audit Matter

The critical audit matter communicated below is a matter arising from the current-period audit of the financial statements that was communicated or
required to be communicated to the audit committee and that (1) relates to accounts or disclosures that are material to the financial statements and (2)
involved our especially challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion
on the financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate opinion on the critical
audit matter or on the accounts or disclosures to which it relates.

Impact of Rate Regulation on the Financial Statements — Refer to Note 3 to the financial statements

Critical Audit Matter Description

The Company is subject to rate regulation by state utility regulatory agencies (the “Commissions”), which have jurisdiction with respect to the rates of the
Company’s water and wastewater services. Management has determined it meets the requirements under generally accepted accounting principles to
prepare its financial statements applying the specialized rules to account for the effects of cost-based rate regulation. Accounting for the economics of rate
regulation impacts multiple financial statement line items and disclosures, such as depreciable utility plant; regulatory assets and liabilities; operating
revenues; operation and maintenance expense; and depreciation expense.

The Commissions establish rates for the purpose of permitting the recovery of the cost of service and a return on investment. The Company’s rates are
subject to regulatory ratemaking processes. The Company records deferred costs and credits on the consolidated balance sheets as regulatory assets and
liabilities when it is probable that these costs and credits will be recognized in the ratemaking process in a period different from when the costs and credits
are incurred. Accounting for such costs and credits is based on management’s judgment and prior historical ratemaking practices, and it occurs when
management determines that it is probable that these costs and credits will be recognized in the future revenue of the Company through the ratemaking
process.

We identified the impact of rate regulation as a critical audit matter due to the significant judgments that underlie the Company’s financial statement line
items and disclosure impacted by rate regulation and the high degree of subjectivity involved in assessing the impact of regulatory decisions on the
financial statements. Management judgments include assessing the probability of (1) recovery in future rates of incurred costs and (2) the requirement to
refund amounts to customers. Given that management’s accounting judgements are based on consideration of evidence, such as regulatory rules and
decisions, past practice, and the uncertain outcomes of future regulatory decisions, auditing these judgements required specialized knowledge of accounting
for rate regulation and the rate setting process due to its inherent complexities and pervasive impact on the financial statements.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to the impact of rate regulation include the following, among others:

• We tested the effectiveness of management’s controls over the initial recognition of amounts as utility plant and regulatory assets or liabilities and
the evaluation of the probability of (1) the recovery in future rates of costs incurred as utility plant and deferred as regulatory assets, and (2) a
refund or a future reduction in rates that should be reported as regulatory liabilities. We also tested the effectiveness of management’s controls
over the monitoring and evaluation of regulatory developments that may affect the probability of recovering costs in future rates or of a future
reduction in rates, and controls over relevant computations impacting certain regulatory asset or liability balances.

• We read regulatory orders issued by the Commissions to the Company, regulatory statutes, and other publicly available information to evaluate
management’s determination of the accounting impacts of any new or revised regulatory decisions and their impact on measurement of related
regulatory assets and liabilities.

• We obtained supporting documentation from management regarding the evidence, such as regulatory rules and decisions, past practices, and other
facts and circumstances, used in the measurement of regulatory assets and liabilities for compliance with the related orders. We reconciled the
underlying data or inputs used in the measurement to rate decisions approved by the Commissions and tested the mathematical accuracy of the
calculations.

• We obtained an analysis from management regarding probability of recovery for regulatory assets or refund or future reduction in rates for
regulatory liabilities not yet addressed in a regulatory order to assess management’s assertion that amounts are probable of recovery or a future
reduction in rates.
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• We evaluated the Company’s disclosures related to the impacts of rate regulation, including the balances recorded, and regulatory developments,
were appropriate and consistent with the information obtained in our procedures.

/s/ Deloitte & Touche LLP

San Jose, California

February 26, 2026

We have served as the Company’s auditor since 2020.
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H2O America and Subsidiaries
CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)

  December 31,
  2025 2024

Assets
Utility plant:

Land $ 44,600  44,657 
Depreciable plant and equipment 4,688,644  4,249,314 
Construction work in progress 269,272  179,486 
Intangible assets 51,683  51,604 

Total utility plant 5,054,199  4,525,061 
Less: accumulated depreciation and amortization 1,120,232  1,036,450 

Net utility plant 3,933,967  3,488,611 

Nonutility properties 1,683  1,314 
Less: accumulated depreciation and amortization 103  98 

Net nonutility properties 1,580  1,216 

Current assets:
Cash and cash equivalents 20,686  11,114 
Accounts receivable:

Customers, net of allowances for uncollectible accounts of $722 and $1,172 in 2025 and 2024,
respectively 62,471  68,679 
Income tax 2,720  5,953 
Other 7,710  7,059 

Accrued unbilled revenue 68,971  60,847 
Prepaid expenses 11,634  10,297 
Current regulatory assets 8,315  18,172 
Other current assets 8,086  8,593 

Total current assets 190,593  190,714 
Other assets:

Regulatory assets, less current portion 246,547  224,055 
Investments 19,711  18,087 
Postretirement benefit plans 80,967  66,422 
Goodwill 640,311  640,311 
Other 35,890  28,893 

Total other assets 1,023,426  977,768 
Total assets $ 5,149,566  4,658,309 

See Accompanying Notes to Consolidated Financial Statements.
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H2O America and Subsidiaries
CONSOLIDATED BALANCE SHEETS (Continued)

(in thousands, except share and per share data)
 

  December 31,
  2025 2024

Capitalization and Liabilities
Capitalization:

Stockholders’ equity:
Common stock, $0.001 par value; authorized 70,000,000 shares in 2025 and 2024; issued and outstanding
36,118,242 shares in 2025 and 33,629,169 shares in 2024 $ 36  34 
Additional paid-in capital 958,188  827,796 
Retained earnings 581,080  537,184 
Accumulated other comprehensive income 1,467  1,960 

Total stockholders’ equity 1,540,771  1,366,974 
Long-term debt, less current portion 1,866,819  1,706,904 

Total capitalization 3,407,590  3,073,878 
Current liabilities:

Lines of credit 86,834  119,124 
Current portion of long-term debt 23,504  3,648 
Accrued groundwater extraction charges, purchased water and power 29,321  25,118 
Accounts payable 75,427  56,256 
Accrued interest 18,241  17,476 
Accrued payroll 19,109  15,193 
Current regulatory liabilities —  1,122 
Other current liabilities 20,942  23,236 

Total current liabilities 273,378  261,173 
Deferred income taxes 307,893  276,043 
Advances for construction 201,413  155,397 
Contributions in aid of construction 342,697  340,738 
Postretirement benefit plans 45,878  45,063 
Regulatory liabilities, less current portion 546,797  483,719 
Other noncurrent liabilities 23,920  22,298 
Commitments and contingencies
Total capitalization and liabilities $ 5,149,566  4,658,309 

See Accompanying Notes to Consolidated Financial Statements.
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H2O America and Subsidiaries
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Years ended December 31 (in thousands, except share and per share data)

2025 2024 2023

Operating revenue $ 800,590  748,439  670,363 
Operating expense:

Production Expenses:
Purchased water 126,343  158,568  135,982 
Power 21,769  11,457  9,602 
Groundwater extraction charges 112,076  73,146  62,980 
Other production expenses 50,973  48,851  47,636 

Total production expenses 311,161  292,022  256,200 
Administrative and general 125,998  105,830  98,656 
Maintenance 32,895  31,301  25,729 
Property taxes and other non-income taxes 37,686  35,928  34,475 
Depreciation and amortization 115,323  112,855  105,868 

Total operating expense 623,063  577,936  520,928 
Operating income 177,527  170,503  149,435 
Other (expense) income:

Interest on long-term debt and other interest expense (72,575) (71,390) (66,144)
Pension non-service credit (cost) 6,436  3,769  (1,230)
Other, net 3,545  55  8,882 

Income before income taxes 114,933  102,937  90,943 
Provision for income taxes 12,355  8,970  5,956 

Net income 102,578  93,967  84,987 
Other comprehensive income:

Unrealized (loss) gain on investment, net of taxes of $0 in 2025, $(163) in 2024 and
$166 in 2023 —  (442) 530 
Adjustment to pension benefit plans, net of taxes of $0 in 2025, $0 in 2024 and $80 in
2023 (493) 611  (216)

Comprehensive income $ 102,085  94,136  85,301 
Earnings per share

—Basic $ 2.93  2.87  2.69 
—Diluted $ 2.92  2.87  2.68 

Weighted average shares outstanding
—Basic 35,002,252  32,701,292  31,575,197 
—Diluted 35,102,487  32,779,573  31,663,274 

See Accompanying Notes to Consolidated Financial Statements.
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H2O America and Subsidiaries
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

(in thousands, except share and per share data)
 

 

Common Stock
Additional


Paid-in

Capital

Retained

Earnings

Other
Comprehensive
Income (Loss)

Total

Stockholders’


Equity
Number of


Shares Amount

Balances, December 31, 2022 30,801,912  $ 31  651,004  458,356  1,477  1,110,868 
Net income —  —  —  84,987  —  84,987 
Unrealized gain on investment, net of
tax effect of $166 —  —  —  —  530  530 
Adjustment to pension benefit plans,
net of taxes of $80 —  —  —  —  (216) (216)
Share-based compensation —  —  4,647  (55) —  4,592 
Issuance of restricted and deferred
stock units 67,164  —  (2,259) —  —  (2,259)
Employee stock purchase plan 34,122  —  2,141  —  —  2,141 
Common stock issuance, net of costs 1,119,806  1  80,658  80,659 
Dividends paid ($1.52 per share) —  —  —  (47,905) —  (47,905)

Balances, December 31, 2023 32,023,004  32  736,191  495,383  1,791  1,233,397 
Net income —  —  —  93,967  —  93,967 
Unrealized loss on investment, net of
tax effect of $(163) —  —  —  —  (442) (442)
Adjustment to pension benefit plans,
net of taxes of — —  —  —  —  611  611 
Share-based compensation —  —  5,623  (34) —  5,589 
Issuance of restricted and deferred
stock units 41,023  —  (1,212) —  —  (1,212)
Employee stock purchase plan 42,853  —  2,188  —  —  2,188 
Common stock issuance, net of costs 1,522,289  2  85,006  —  —  85,008 
Dividends paid ($1.60 per share) —  —  —  (52,132) —  (52,132)

Balances, December 31, 2024 33,629,169  34  827,796  537,184  1,960  1,366,974 
Net income —  —  —  102,578  —  102,578 
Adjustment to pension benefit plans,
net of taxes of — —  —  —  —  (493) (493)
Share-based compensation —  —  6,444  (37) —  6,407 
Issuance of restricted and deferred
stock units 50,366  —  (989) —  —  (989)
Employee stock purchase plan 50,861  —  2,131  —  —  2,131 
Issuance of common stock, net of
issuance costs 2,387,846  2  122,806  —  —  122,808 
Dividends paid ($1.68 per share) —  —  —  (58,645) —  (58,645)

Balances, December 31, 2025 36,118,242  $ 36  958,188  581,080  1,467  1,540,771 

See Accompanying Notes to Consolidated Financial Statements.
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H2O America and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31 (in thousands)

2025 2024 2023
Operating activities:

Net income $ 102,578  93,967  84,987 
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 120,490  115,050  108,138 
Deferred income taxes 5,183  10,355  (8,510)
Stock-based compensation 6,444  5,623  4,647 
Allowance for equity funds used during construction (6,237) (2,362) (2,114)
Loss on sale of nonutility properties and other assets —  572  — 

Changes in operating assets and liabilities, net of acquired assets and liabilities:
Accounts receivable and accrued unbilled revenue (3,234) (12,663) (10,869)
Accounts payable and other current liabilities 9,280  4,241  492 
Accrued groundwater extraction charges, purchased water and power 4,204  639  4,772 
Tax receivable and payable, and other accrued taxes (18,280) (18,355) (22,415)
Postretirement benefits (5,682) (4,400) (1,549)
Regulatory assets and liabilities excluding income tax temporary differences and postretirement benefits 7,374  (1,812) 12,278 
Up-front service concession payments —  (23,900) — 
Other noncurrent assets and liabilities 26,114  21,042  20,756 
Proceeds from litigation settlement, net 7,823  —  — 
Other changes, net (11,254) 7,529  218 

Net cash provided by operating activities 244,803  195,526  190,831 
Investing activities:

Additions to utility plant:
Company-funded (489,607) (353,029) (271,772)
Contributions in aid of construction (30,146) (24,179) (16,855)

Additions to nonutility assets and real estate investments —  (29) (24,244)
Payments for business acquisitions —  —  (7,537)
Cost to retire utility plant, net of salvage (3,149) (3,430) (2,097)
Proceeds from sale of real estate investments and release of escrow deposit 2,801  40,572  233 

Net cash used in investing activities (520,101) (340,095) (322,272)
Financing activities:

Borrowings from lines of credit 436,530  242,000  146,415 
Repayments of lines of credit (468,821) (295,260) (134,493)
Long-term borrowings 185,167  185,329  70,000 
Repayments of long-term borrowings (3,861) (48,975) (4,347)
Dividends paid (58,645) (52,132) (47,905)
Receipts of advances and contributions in aid of construction 59,902  33,070  22,425 
Refunds of advances for construction (4,404) (2,963) (2,763)
Issuance of common stock, net of issuance costs 122,808  85,008  80,659 
Proceeds from litigation settlement, net 16,949  —  — 
Other changes, net (755) (117) (1,171)

Net cash provided by financing activities 284,870  145,960  128,820 
Net change in cash and cash equivalents 9,572  1,391  (2,621)
Cash and cash equivalents, beginning of year 11,114  9,723  12,344 
Cash and cash equivalents, end of year $ 20,686  11,114  9,723 

Cash paid (refunded) during the year for:
Interest $ 79,428  73,268  67,508 
Interest, net of amounts capitalized $ 72,093  69,744  64,608 
Income taxes $ 3,238  (598) 23,020 

Supplemental disclosure of non-cash activities:
Accrued payables for additions to utility plant $ 48,146  41,692  35,904 
Utility property installed by developers $ 3,686  2,465  3,341 
Proceeds receivable from sale of real estate investments $ —  2,801  — 
Accrued selling expenses on sale of real estate investments $ —  2,177  — 
Seller financing in asset acquisition, net of discount $ —  —  15,400 

    
See Accompanying Notes to Consolidated Financial Statements.
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H2O AMERICA AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Years ended December 31, 2025, 2024 and 2023
(Dollars in thousands, except share and per share data and where otherwise noted)

 
Note 1. Organization and Operations

The accompanying 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 H2O America, its wholly owned subsidiaries, and one variable interest entity in which one H2O
America subsidiary is the primary beneficiary. All intercompany transactions and balances have been eliminated in consolidation. The accounting policies
of H2O America’s subsidiaries comply with the applicable uniform system of accounts prescribed by the respective regulators and conform to generally
accepted accounting principles for rate-regulated public utilities.

H2O America is a holding company that conducts its business through the following wholly owned subsidiaries: San Jose Water Company (“SJWC”), H2O
America TX Holdings, Inc., H2O America Land Company, H2O America NE LLC, and National Water Utility Service, LLC (“NWU”). H2O America TX
Holdings, Inc. is a holding company for its wholly owned subsidiaries, SJWTX, Inc., doing business as The Texas Water Company (“TWC”), Texas Water
Operation Services, LLC (“TWOS”) and Texas Water Resources, LLC (“TWR”). H2O America NE LLC is the holding company for Connecticut Water
Service, Inc. (“CTWS”) whose wholly owned subsidiaries are The Connecticut Water Company (“CWC”), The Maine Water Company (“MWC”), New
England Water Utility Services, Inc. (“NEWUS”), and Chester Realty, Inc. NWU is the contracting entity for shared services among the H2O America
affiliates formed in October 2024. H2O America, through its wholly owned subsidiaries, primarily provides water utility and other related services in
California, Connecticut, Maine and Texas. H2O America has business in property management and real estate investment activity conducted by H2O
America Land Company and Chester Realty, Inc.

TWC is a public utility in the business of providing water service in Bandera, Blanco, Comal, Hays, Kendall, Medina and Travis Counties in the growing
region between San Antonio and Austin, Texas. TWC additionally provides wastewater service in Comal and Kendall counties. TWC also holds a 25%
equity interest in Acequia Water Supply Corporation (“Acequia”). Acequia has been determined to be a variable interest entity within the scope of
Accounting Standards Codification (“ASC”) Topic 810—“Consolidation” with TWC as the primary beneficiary. As a result, Acequia has been consolidated
with TWC. TWOS was created for non-tariffed service operations and TWR was formed to hold wholesale water supply assets.

Water sales are seasonal in nature and influenced by weather conditions. The timing of precipitation and climatic conditions can cause seasonal water
consumption by customers to vary significantly. Revenue is generally higher in the warm, dry summer months when water usage and sales are greater and
lower in the winter months when cooler temperatures and increased rainfall curtail water usage and sales.

Note 2. Summary of Significant Accounting Policies

Use of Estimates

The preparation of the consolidated 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 consolidated financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Depreciable Utility Plant and Equipment

The major components of depreciable plant and equipment as of December 31, 2025 and 2024 are as follows:

2025 2024

Source of supply $ 243,335  228,621 
Pumping plant 331,134  301,280 
Water treatment plant 396,061  367,836 
Transmission and distribution plant 3,323,482  3,015,978 
General plant 394,632  335,599 

Total depreciable plant and equipment $ 4,688,644  4,249,314 
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Depreciation is computed using the straight-line method over the estimated remaining service lives of groups of assets. The estimated service lives of
depreciable plant and equipment are as follows:

  Useful Lives

Source of supply 20 to 100 years
Pumping plant 5 to 70 years
Water treatment plant 5 to 62 years
Transmission and distribution plant 10 to 100 years
General plant 5 to 68 years

For the years 2025, 2024 and 2023, depreciation expense as a percentage of the beginning of the year balance of depreciable plant was 2.75%, 2.9% and
2.9%, respectively. Depreciation expense for utility plant for the years ended December 31, 2025, 2024 and 2023 was $114,265, $111,575 and $104,325,
respectively. The cost of utility plant retired (less salvage) is charged to accumulated depreciation and no gain or loss is recognized. To the extent H2O
America recovers retirement costs through rates during the life of the associated asset and before the costs are incurred, these amounts result in a regulatory
liability being reported based on the amounts previously recovered through customer rates until the costs to retire those assets are incurred.

Allowance For Funds Used During Construction (“AFUDC”)

AFUDC represents the capitalized costs of borrowed funds or a return on equity funds used to finance utility plant under construction and is capitalized as
part of construction work in progress. AFUDC is recorded to the extent approved by the respective states’ utility regulators and is recovered through water
rates as the utility plant depreciates. The amount of AFUDC debt capitalized in 2025, 2024 and 2023 was $7,335, $3,524 and $2,900, respectively. Interest
on long-term debt is presented net of AFUDC debt capitalized on the Consolidated Statements of Comprehensive Income. The amount of AFUDC equity
capitalized in 2025, 2024 and 2023 was $6,237, $2,362 and $2,114, respectively, reflected in “Other, net” on the Consolidated Statements of
Comprehensive Income.

Intangible Assets

Finite-lived intangible assets are recorded at cost and are amortized using the straight-line method over the estimated useful life of the asset, ranging from 3
to 70 years. Indefinite-lived intangibles assets are not amortized, but instead are tested for impairment annually, or more frequently if events or changes in
circumstances indicate that it is more likely than not that the asset is impaired. (see Note 8, “Intangible Assets”).

Nonutility Properties and Real Estate Investments

Nonutility properties and real estate investments are recorded at cost and consist primarily of land and buildings. Net gains and losses from the sale of
nonutility properties and real estate investments are recorded as a component of other (expense) income and operating expense, respectively, in the
Consolidated Statements of Comprehensive Income. Nonutility property is property that is neither used nor useful in providing water utility services to
customers and is excluded from rate base for rate-setting purposes. SJWC recognizes gain or loss on the disposition of nonutility property in accordance
with California Public Utilities Commission (“CPUC”) Code Section 790, whereby the net proceeds are reinvested back into property that is useful in
providing water utility services to customers. CTWS and TWC do not have regulatory restrictions on the use of proceeds from the sale of nonutility
property. There is no depreciation associated with Water Utility Services nonutility property as it is all undeveloped land.

The major components of nonutility properties and real estate investments are as follows as of December 31:

2025 2024

Land $ 914  915 
Wholesale water supply assets —  — 
Buildings and improvements 769  399 

Subtotal 1,683  1,314 
Less: accumulated depreciation and amortization 103  98 

Total $ 1,580  1,216 

Depreciation on buildings and improvements for real estate investments is computed using the straight-line method over the estimated useful lives of the
assets, ranging from 7 to 39 years.

61



Table of Contents

Business Combinations and Asset Acquisitions

H2O America applies the provisions of Financial Accounting Standards Board (“FASB”) ASC Topic 805—“Business Combinations” for the accounting
related to business and asset acquisitions. First, H2O America applies the guidance in Topic 805 to determine whether a transaction represents a business
combination or an acquisition of assets. If the transaction is a business combination, Topic 805 requires H2O America to recognize separately from
goodwill the assets acquired and the liabilities assumed at the acquisition date fair values. Goodwill as of the acquisition date is measured as the excess of
consideration transferred over the net of the acquisition date fair values of the assets acquired and the liabilities assumed. If the transaction is an acquisition
of assets, the cost of the transaction, including transaction costs, is allocated to the individual assets acquired and liabilities assumed on a relative fair value
basis without recognition of goodwill. While H2O America uses best available estimates and assumptions to accurately value assets acquired and liabilities
assumed at the acquisition date, such estimates are inherently uncertain and subject to refinement. For business combinations, Topic 805 provides for a
measurement period from the acquisition date of up to one year, during which we may record adjustments to the assets acquired and liabilities assumed
with the corresponding offset to goodwill. Upon the conclusion of the measurement period, any subsequent adjustments are recorded to the Consolidated
Statements of Comprehensive Income. Accounting for business combinations and asset acquisitions requires H2O America to make significant estimates
and assumptions, especially at the acquisition date, including estimates for intangible assets, contractual obligations assumed and pre-acquisition
contingencies. Although H2O America believes that the assumptions and estimates we make are reasonable and appropriate, they are based in part on
historical experience and information obtained from the acquired company’s management and are inherently uncertain. Events and circumstances may
occur that may affect the accuracy or validity of such assumptions, estimates or actual results. Examples of critical estimates in valuing certain of the
intangible assets we have acquired include, but are not limited to: future expected cash flows from services; historical and expected customer attrition rates
and anticipated growth in revenue from acquired customers; the expected use of the acquired assets; and discount rates. See Note 14, “Acquisitions” for
further information on business combinations and asset acquisitions.

Impairment of Long-Lived Assets and Goodwill

In accordance with the requirements of FASB ASC Topic 360—“Property, Plant and Equipment,” the long-lived assets of H2O America, including
property, plant and equipment and finite-lived intangible assets, are reviewed for impairment when changes in circumstances or events indicate that the
carrying amount of the assets may not be recoverable. In assessing qualitative factors, H2O America considers the impact of these key factors: change in
industry and competitive environment, financial performance, and other relevant company-specific events. When such changes in circumstances or events
occur, the company assesses recoverability by determining whether the carrying value of such assets will be recovered through the undiscounted expected
future cash flows. To the extent an impairment exists, the asset is written down to its estimated fair value with a corresponding charge to operations in the
period in which the impairment is identified. No impairments occurred during 2025 and 2024.

Goodwill is not amortized but is tested for impairment annually on October 1st or more frequently if an event occurs or circumstances change that would,
more likely than not, reduce the fair value of a reporting unit below its carrying amount. Indefinite-lived intangible assets, other than goodwill, are not
amortized but are tested for impairment annually on October 1  or more frequently if an event occurs or circumstances change that would, more likely than
not, reduce the fair value of indefinite-lived intangible assets below their carrying amount. In performing impairment tests of goodwill and indefinite-lived
intangible assets, H2O America first performs a qualitative assessment to determine whether it is necessary to perform the quantitative impairment test. In
assessing the qualitative factors, H2O America considers the impact of these key factors: change in industry and competitive environment, financial
performance, macroeconomic conditions, and other relevant Company-specific events. If H2O America determines that as a result of the qualitative
assessment it is more likely than not (> 50% likelihood) that the fair value is less than carrying amount, then a quantitative test is performed. As of October
1, 2025, H2O America performed qualitative assessments of both goodwill and indefinite-lived intangible assets and found no indicators of impairment and
therefore did not perform quantitative impairment tests. No impairments of goodwill or indefinite-lived intangible assets occurred during 2025, 2024 or
2023.

Cash and Cash Equivalents

Cash and cash equivalents primarily consisted of cash on deposit with banks and short-term, highly liquid investments with original maturities of three
months or less.

Accounts Receivable

Accounts receivable are recorded at the invoiced amounts. The allowance for uncollectible accounts is H2O America’s best estimate of credit losses in its
existing accounts receivable and is determined based on current expected losses. The estimate is

st
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based on historical loss information adjusted for current conditions. Accounts balances are written off against the allowance when it is probable the
receivable will not be recovered or is over a certain number of days outstanding. During the second quarter of 2024, H2O America recorded a reduction to
its allowance for credit losses of $7,822, of which $3,960 resulted in a reduction to regulatory assets and $3,862 was recorded through administrative and
general expense.

Financial Instruments and Investments

The following instruments are not measured at fair value on the company’s Consolidated Balance Sheets but require disclosure of fair values: cash and cash
equivalents, accounts receivable, accounts payable, and lines of credit. The estimated fair value of such instruments approximates their carrying value as
reported on the Consolidated Balance Sheets. The fair value of such financial instruments are determined using the income approach based on the present
value of estimated future cash flows. The fair value of these instruments would be categorized as Level 2 in the fair value hierarchy, with the exception of
cash and cash equivalents, which would be categorized as Level 1. The fair value of long-term debt is discussed in Note 6, “Long-Term Debt” and pension
plan assets in Note 11, “Benefit Plans.”

H2O America has investments in company owned life insurance which are valued at cash surrender value of the policies as reported by the insurer. The
value of these contracts is based principally on a referenced pool of investment funds that actively redeem shares, are observable and measurable, and are
presented in “Investments” on H2O America’s Consolidated Balance Sheets. As of December 31, 2025 and 2024, the value of the company owned life
insurance was $9,870 and $8,944, respectively, of which $4,852 and $4,294, respectively, was related to assets to fund CTWS’ supplemental retirement
plan agreements. See discussion on pension plans in Note 11, “Benefit Plans.”

Income Taxes    

Income taxes are accounted for using the asset and liability method. Deferred tax assets and liabilities are recognized for the effect of temporary differences
between financial and tax reporting. Deferred tax assets and liabilities are measured using current tax rates in effect. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in the period that includes the enactment date.

To the extent permitted by the regulators, investment tax credits resulting from public utility plant additions are deferred and amortized over the estimated
useful lives of the related property. In addition, investment tax credits resulting from other asset additions are recognized in the year the property is put in
service.

Advances for Construction and Contributions in Aid of Construction

In California, advances for construction received after 1981 are primarily refunded ratably over 40 years. In Connecticut and Maine, advances for
construction are refunded as services are connected to the main over periods not exceeding 15 years and in Texas advances for construction are primarily
non-refundable. Estimated refunds for the next five years and thereafter are shown below:

  Estimated Refunds

2026 $ 2,569 
2027 2,535 
2028 2,615 
2029 2,592 
2030 2,549 
Thereafter 45,627 

As of December 31, 2025, advances for construction totaled $201,413 including $108,311 in non-refundable advances and $34,615 in advances that will be
refunded based on service connections made, though the timing of these refunds cannot be estimated. As of December 31, 2024, advances for construction
totaled $155,397 including $64,920 in non-refundable advances and $31,983 in advances that will be refunded based on service connections made, though
the timing of these refunds cannot be estimated. As of December 31, 2025 and 2024, the fair value of the advances for construction refunded ratably over
40 years is $51,356 and $43,718, respectively.

Contributions in aid of construction represent funds or property received from developers that are not refundable under applicable regulations. Depreciation
applicable to utility plant constructed with these contributions is charged to contributions in aid of construction.
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Asset Retirement Obligation

H2O America’s asset retirement obligation is recorded as a liability included in other non-current liabilities. It reflects principally the retirement costs of
wells and other anticipated clean-up costs, which by law, must be remediated upon retirement.

As of December 31, 2025 and 2024, the asset retirement obligation is as follows:

2025 2024

Estimated future retirement costs $ 4,220  4,303 
Discount rate 6 % 6 %
Retirement obligation, present value $ 930  887 

Revenue

H2O America recognizes revenue under ASC Topic 606—“Revenue from Contracts with Customers” for metered revenue of Water Utility Services, which
includes billings to customers based on meter readings plus an estimate of water used between the customers’ last meter reading and the end of the
accounting period. H2O America satisfies its performance obligation upon delivery of water to the customer at which time the customer consumes the
benefits provided by the company. The customer is generally billed on a quarterly, monthly, or bi-monthly basis after water delivery has occurred. The
customer is charged both a service charge which is based upon meter size and covers a portion of the fixed costs of furnishing water to the customer and a
consumption charge based on actual water usage. Unbilled revenue from the last meter reading date to the end of the accounting period is estimated based
on the most recent usage patterns, production records and the effective tariff rates. As the company has the right to bill for services that it has provided,
H2O America estimates the dollar value of deliveries during the unbilled period and recognizes the associated revenue. Actual results could differ from
those estimates, which may result in an adjustment to revenue when billed in a subsequent period.

H2O America also recognizes revenue under ASC Topic 980-605-25—“Alternative Revenue Programs.” Under programs established by the CPUC and
Public Utilities Regulatory Authority of Connecticut (“PURA”), allowing for automatic adjustment of future rates, the company recognizes revenue when it
is objectively determinable, probable of recovery and expected to be collected within 24 months of the year-end in which the revenue is recognized. A
reserve, based on an estimate of actual usage over the recovery period, is recorded for any amounts H2O America estimates will not be collected within the
24-month period. H2O America’s alternative revenue programs include SJWC’s Water Conservation Memorandum Account (“WCMA”) and CWC’s Water
Rate Adjustment mechanism (“WRA”). See further discussion on WCMA and WRA in Note 3, “Regulatory Matters.”

H2O America’s revenues also reflect the impact of other balancing and memorandum accounts and other regulatory mechanisms that are accounted for
under FASB ASC Topic 980—“Regulated Operations.” Balancing and memorandum accounts are recognized when it is probable that future recovery of
previously incurred costs or future refunds that are to be credited to customers will occur through the ratemaking process. See further discussion in Note 3,
“Regulatory Matters.”

H2O America also recognizes revenue from rental income, which represents lease rental income. Tenants pay monthly in accordance with lease agreements
and H2O America recognizes the income ratably over the lease term as this is the most representative of the pattern in which the benefit is expected to be
derived from H2O Americas underlying asset.

Detail of H2O America’s revenue components are as follows for the years ended December 31:

  2025 2024 2023

Revenue from contracts with customers $ 805,594  736,326  678,168 
Alternative revenue programs, net 6,672  6,181  3,634 
Other balancing and memorandum accounts and regulatory mechanisms, net (11,919) (153) (17,123)
Rental income 243  6,085  5,684 

$ 800,590  748,439  670,363 
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Revenue also includes a surcharge collected from regulated customers that is paid to the CPUC. This surcharge is recorded both in operating revenue and
administrative and general expenses. For the years ended December 31, 2025, 2024 and 2023, the surcharge was $3,927, $3,668 and $4,085, respectively.

Share-Based Compensation

H2O America calculates the fair value of service-based and performance-based restricted stock awards based on the grant date fair value of the company’s
stock price reduced by the present value of the dividends expected to be declared on outstanding shares.

H2O America utilizes the Monte Carlo valuation model, which requires the use of subjective assumptions, to compute the fair value of market-vesting
restricted stock units.

The compensation cost for service-based restricted stock awards is charged to income on a straight-line basis over the requisite service period, which is the
vesting period. For performance-based stock awards, compensation expense is charged to income on a straight-line basis over the requisite service period
based on expected attainment of performance targets. Changes in the estimates of the expected attainment of performance targets will result in a change in
the number of shares that are expected to vest which may cause a cumulative catch up for the amount of share-based compensation expense during each
reporting period in which such estimates are altered. Forfeitures are accounted for as they occur.

Earnings per Share

Basic earnings per share is calculated using income available to common stockholders, divided by the weighted average number of shares outstanding
during the period. Diluted earnings per share is calculated using income available to common stockholders divided by the weighted average number of
shares of common stock including both shares outstanding and shares potentially issuable in connection with restricted common stock awards under H2O
America’s long-term incentive plans, shares potentially issuable under the performance stock plans assumed through the business combination with CTWS,
and shares potentially issuable under H2O America’s employee stock purchase plans. Restricted common stock units of 40,452, 8,075 and 14,193 as of
December 31, 2025, 2024 and 2023, respectively, were excluded from the diluted earnings per share calculation as their effect would have been
antidilutive.

Related-Party Transaction

The Force for Good Foundation, established in 2024, is a non-consolidated not-for-profit corporation funded by H2O America that has made and continues
to make contributions to selected charitable organizations. H2O America made contributions of $4,400 and $3,000 in 2025 and 2024 respectively, which
are included as an expense in the “Other, net” line of the Consolidated Statements of Comprehensive Income.

New Accounting Standards

Standard Description Date of Adoption Application
Effect on the Consolidated

Financial Statements

ASU 2023-09
“Improvements to
Income Tax Disclosures”

The ASU amends certain income tax
disclosure requirements, including adding
requirements to present the reconciliation of
income tax expense computed at the
statutory rate to actual income tax expense
using both percentages and amounts and
providing a disaggregation of income taxes
paid. Further, certain disclosures are
eliminated, including the current
requirement to disclose information on
changes in unrecognized tax benefits in the
next 12 months.

The ASU was adopted with
the annual financial
statements for the year ended
December 31, 2025.

Prospective, with
retrospective
application also
permitted.

The standard only resulted in
updates to disclosure and did
not have a material impact on
the Company’s financial
position and results of
operations.
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Standard Description Date of Adoption Application
Effect on the Consolidated

Financial Statements
ASU 2024-03
“Disaggregation of
Income Statement
Expenses”

The ASU requires disclosure, in the notes to
the financial statements, of specified
information about certain costs and
expenses. The ASU requires disclosure of
purchases of inventory, employee
compensation, depreciation, and intangible
asset amortization in interim and annual
reporting periods. Further, other amounts
already required to be disclosed in
accordance with current U.S. GAAP would
be included in the same disclosure as the
other disaggregation requirements.
Additionally, the ASU requires qualitative
descriptions of amounts remaining in
relevant expense captions that are not
separately disaggregated quantitatively as
well as disclosure of selling expenses in
annual periods and an entity’s definition of
selling expenses.

The ASU is effective for
H2O America for its annual
financial statements for the
year ending December 31,
2027 and for interim
reporting periods for the year
ending December 31, 2028.
Early adoption is permitted.

Prospective, with
retrospective
application also
permitted.

The standard is expected to
only result in updates to
disclosure and is not expected
to have a material impact on
the Company’s financial
position and results of
operations.

ASU 2025-06
“Intangibles-Goodwill
and Other-Internal-Use
Software (subtopic 350-
40)”

 The ASU updates the accounting for
internal-use software by removing project
stage references and introduces a new
capitalization threshold based on
management authorization and project
completion probability. The guidance
requires evaluation of significant
development uncertainty, including novel
functionality and unresolved performance
requirements. ASU 2025-06 clarifies that
capitalized internal-use software costs are
subject to the property, plant and equipment
disclosure requirements under ASC 360-10.

The ASU is effective for
H2O America for its annual
financial statements for the
year ending December 31,
2028 and for interim
reporting periods for the year
ending December 31, 2028.

Prospective,
retrospective or
on a modified
transition
approach with
early adoption
permitted.

H2O America is currently
evaluating the impact of ASU
2025-06 on its financial
statements and will adopt
ASU 2025-06 in fiscal year
ended December 31, 2028.
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Standard Description Date of Adoption Application
Effect on the Consolidated

Financial Statements
ASU 2025-10
“Government Grants
(Topic 832)”

The ASU establishes accounting for
government grants received by business
entities and includes guidance for (1) a
grant related to an asset and (2) a grant
related to income. The ASU requires that a
government grant should not be recognized
until it is probable that a business entity will
comply with the conditions attached to the
grant and the grant will be received.
Additionally, the ASU requires that a grant
related to an asset be recognized on the
balance sheet as the business entity incurs
the related costs for which the grant is
intended to compensate either as deferred
income or an adjustment to the cost basis of
the related asset. A grant related to income
or a grant recognized as deferred income
should be recognized in earnings on a
systematic and rational basis over the
periods in which the related costs are
incurred that the grant is intended to
compensate.

The ASU is effective for
H2O America for annual
reporting periods beginning
after December 15, 2028 and
interim reporting periods
within those annual reporting
periods. Early adoption is
permitted.

Retrospective
adoption with
modified
prospective and
modified
retrospective
application also
permitted.

H2O America is currently
evaluating the impact of ASU
2025-10 on its financial
statements and will adopt
ASU 2025-10 in fiscal year
ended December 31, 2029.

ASU 2025-11 “Interim
Reporting (Topic 270)”

The ASU provides clarity about the current
requirements, rather than evaluate whether
to expand or reduce interim disclosure
requirements. The ASU includes a
disclosure principle that requires entities to
disclose events since the end of the last
annual reporting period that have a material
impact on the entity. The intent of the
disclosure principle, which is modeled after
a previous SEC disclosure requirement, is to
help entities determine whether disclosures
not specified in Topic 270 should be
provided in interim reporting periods.

The ASU is effective for
H2O America for interim
reporting periods within
annual reporting periods
beginning after December
15, 2027. Early adoption is
permitted.

Prospective, with
retrospective
application also
permitted.

H2O America is currently
evaluating the disclosure
impact of ASU 2025-11;
however, the standard is not
expected to impact the
consolidated financial
position, results of operations
or cash flows.

Note 3. Regulatory Matters

Regulation

Water Utility Services, excluding non-tariffed activities, are subject to rate regulation based on cost recovery and meets the criteria of accounting guidance
for rate-regulated operations under ASC Topic 980, which affects the timing of the recognition of certain revenues and expenses. H2O America’s
consolidated financial statements reflect the actions of regulators in the rate-making process. The ratemaking process is intended to provide revenues
sufficient to recover normal operating expenses, provide funds for replacement of water infrastructure and produce a fair and reasonable return on
stockholder common equity.

Water Utility Services, excluding non-tariffed activities, recognizes regulatory assets for incurred costs that are deemed probable of recovery from
customers. Also, Water Utility Services recognizes regulatory liabilities for amounts expected to be refunded to customers in the ratemaking process and
for amounts collected in advance of the related expenditures. Regulatory assets or liabilities are also recognized for special revenue programs such as
WCMA and WRA in accordance with guidance on alternative revenue programs under ASC Topic 980. Application of ASC Topic 980, including
determining whether recovery is probable, requires significant judgment by management and includes assessing evidence that may exist prior to regulatory
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authorization, including regulatory rules and decisions, historical ratemaking practices, and other facts and circumstances that would indicate that recovery
or refund is probable.

If the regulated utility determines that it is no longer probable that regulatory assets or liabilities would be recovered or refunded through the regulatory
process, or if the utility ceased to be subject to rate regulation, the affected regulatory assets and liabilities would be derecognized with a corresponding
adjustment to income in the period in which that determination was made.

SJWC has established balancing accounts for the purpose of tracking the under-collection or over-collection associated with expense changes and the
revenue authorized by the CPUC to offset those expense changes. SJWC’s Full Cost Balancing Account (“FCBA”) tracks water supply costs and energy
consumption. The Monterey Water Revenue Adjustment (“MWRAM”) balancing account tracks the difference between the revenue received for actual
metered sales through the tiered volumetric rate and the revenue that would have been received with the same actual metered sales if a uniform rate would
have been in effect.

SJWC also maintains memorandum accounts to track impacts due to catastrophic events, certain unforeseen water quality expenses related to new federal
and state water quality standards, energy efficiency, water conservation, water tariffs, and other approved activities or as directed by the CPUC. The Water
Contamination Litigation Memorandum Account (“WCLMA”) allows SJWC to track net proceeds and costs resulting from water contamination litigation.
The WCMA allows SJWC to track lost revenue, net of related water costs, associated with reduced sales due to water conservation and associated calls for
water use reduction, both mandatory and voluntary. SJWC records the lost revenue captured in the WCMA balancing accounts, including amounts related
to a 20-basis point reduction in the authorized return on equity per the terms of the WCMA. Applicable drought surcharges collected are used to offset the
revenue losses tracked in the WCMA. Mandatory water conservation requirements from Santa Clara Valley Water District (“Valley Water”) ended on April
11, 2023, which also ended SJWC’s Mandatory Conservation Plan, that included drought allocations and surcharges. On October 2, 2023, the CPUC
approved the continuation of WCMA and Water Conservation Expense Memorandum Account under the voluntary call for conservation effective April 20,
2023. All balancing accounts and memorandum accounts not included for recovery or refund in current customer rates will be reviewed by the CPUC in
SJWC’s next general rate case or at the time an individual account balance reaches a threshold of 2% of authorized revenue, whichever occurs first. On
December 19, 2024, the CPUC issued General Rate Case Decision No. 24-12-077, which approved a recovery of $15,792 in balancing and memorandum
accounts from customers through a 12-month surcharge effective January 1, 2025.

CWC has been authorized by PURA to utilize WRA, a decoupling mechanism, to mitigate risks associated with changes in demand. The WRA is used to
reconcile actual water demands with the demands projected in the most recent general rate case and allows the company to implement a surcharge or sur-
credit as necessary to recover or refund the revenues approved in the general rate case. The WRA allows the company to defer, as a regulatory asset or
liability, the amount by which actual revenues deviate from the revenues allowed in the most recent general rate proceedings.
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Regulatory Assets and Liabilities

Regulatory assets and liabilities are comprised of the following as of December 31:
2025 2024

Regulatory assets:
Income tax temporary differences (a) (q) $ 204,384  180,103 
MWRAM (b) 8,553  9,985 
Business combinations debt premium (c) (q) 9,772  12,313 
Employee benefit costs (d) (q) 5,823  6,370 
Catastrophic event memorandum accounts (“CEMA”) (p) 127  986 
Revenue adjustment mechanisms (e) (q) 7,931  5,024 
Customer Assistance Program (“CAP”) balancing account (f) 3,696  6,599 
Water supply costs (i) 847  — 
Unrecognized pensions and other postretirement benefits (g) (q) —  3,177 
2022 general rate case interim memorandum account (h) —  3,392 
Other (j) 13,729  14,278 

Total regulatory assets 254,862  242,227 
Less: current regulatory asset (k) 8,315  18,172 
Total regulatory assets, less current portion $ 246,547  224,055 
Regulatory liabilities:

Cost of removal (l) $ 394,391  364,398 
Future income tax benefits due to customers (m) 82,285  84,128 
Unrecognized pensions and other postretirement benefits (g) 32,996  27,872 
PFAS legal settlement proceeds (r) 24,682  — 
Employee benefit costs (d) 8,771  1,137 
Revenue adjustment mechanisms (e) —  1,122 
Water supply costs (i) —  3,386 
Other (n) 3,672  2,798 

Total regulatory liabilities 546,797  484,841 
Less: current regulatory liabilities (o) —  1,122 
Total regulatory liabilities, less current portion $ 546,797  483,719 

___________________________________
(a) Consists primarily of temporary income tax differences that are flowed through to customers, which will be recovered in future rates as these temporary differences reverse. The

company expects to recover regulatory assets related to plant depreciation income tax temporary differences over the lives of the plant assets, which are between 5 to 100 years.
(b) MWRAM is described in the previous section.
(c) Consists of debt fair value adjustments recognized through purchase accounting for the completed merger with CTWS in 2019.
(d) Includes deferrals of pension and other postretirement benefit expense, cost of accrued benefits for vacation, and group health insurance.
(e) Consists of WRA and WCMA, which are described in the previous section.
(f) Represents costs associated with SJWC’s CAP.
(g) Represents actuarial losses and gains and prior service cost that have not yet been recognized as components of net periodic benefit cost for certain pension and other postretirement

benefit plans.
(h) Represents the difference between revenues collected in interim rates in effect as of January 1, 2022 and revenues that would result from rates authorized in SJWC’s 2022 general rate

case retroactive to January 1, 2022.
(i) Reflects primarily SJWC’s FCBA which tracks differences in actual water supply costs compared to amounts assumed in base rates, including applicable changes and variations in

costs and quantities that affect the overall mix of the water supply.
(j) Other includes other balancing and memorandum accounts and regulatory mechanisms, deferred costs for certain information technology activities, asset retirement obligations, tank

painting, well reconditioning and rate case expenses.
(k) Primarily relates to SJWC’s balancing and memorandum account surcharge in accordance with Decision No. 24-12-077 and the current portion of CWC’s deferred well redevelopment

and rate case costs.
(l) Represents amounts collected in rates from customers for estimated costs to retire assets at the end of their expected useful lives before the costs are incurred.
(m) On December 22, 2017, the Tax Cuts and Jobs Act of 2017 (the "Tax Act”) was signed into law. The Tax Act included a reduction in the federal income tax rate from 35% to 21%. The

rate reduction was effective on January 1, 2018 and resulted in a regulatory liability for the excess deferred income taxes. The benefit of amortization of excess deferred income taxes
flows back to the customers under current normalization rules and agreed upon methods with the commissions.
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(n) Other includes other balancing and memorandum accounts and regulatory mechanisms, and other regulatory mechanisms.
(o) Primarily relates to the current portion of WRA.
(p) The CPUC has authorized water utilities to activate CEMA accounts in order to track savings and costs related to SJWC’s response to catastrophic events, which includes external

labor and materials, increases in bad debt from suspension of shutoffs for non-payment, waived deposits and reconnection fees, and divergence from actual versus authorized usage.
The balances primarily relate to expenses associated with SJWC’s response to COVID-19, including bad debt.

(q) Generally not earning a return either by interest on the regulatory asset or as a component of rate base at the allowed rate of return.
(r) Primarily relates to legal settlements received by SJWC and CWC from ongoing PFAS water contamination litigation against manufacturers which will be used to offset future costs

incurred, recorded as Contributions in Aid of Construction (“CIAC”), or returned to customers through future rates. WCLMA has been established to track net proceeds and costs
resulting from water contamination litigation related to SJWC.

Note 4. Capitalization

H2O America is authorized to issue 70,000,000 shares of common stock of $0.001 par value per share. At December 31, 2025 and 2024, 36,118,242 and
33,629,169, respectively, shares of common stock were issued and outstanding.

As of December 31, 2025 and 2024, 1,000,000 shares of preferred stock of $0.001 par value per share were authorized for H2O America. At December 31,
2025 and 2024, no shares of preferred stock were issued or outstanding.

On October 29, 2024, H2O America entered into an equity distribution agreement (the, “New Equity Distribution Agreement”) with BofA Securities, Inc.,
J.P. Morgan Securities LLC, RBC Capital Markets, LLC and Wells Fargo Securities, LLC, pursuant to which the company may offer and sell shares of its
common stock, $0.001 par value per share, from time to time in “at-the-market” offerings, having an aggregate gross sales price of up to $200,000. Since
the inception of the New Equity Distribution Agreement, H2O America has issued and sold 2,763,359 shares of common stock at a weighted average price
of $52.39 for a total net proceeds of $142,975 and has $55,239 of aggregate gross sales price of shares remaining to issue under the New Equity
Distribution Agreement as of December 31, 2025.

For the year ended December 31, 2025, H2O America issued and sold a total of 2,387,846 shares of common stock with a weighted average price of $51.90
per share and received $122,806 in net proceeds under the aforementioned equity distribution agreements.

Note 5. Lines of Credit

H2O America and its subsidiaries have unsecured line of credit agreements where borrowings are used to refinance existing debt, for working capital, and
for general corporate purposes. A summary of the line of credit agreements as of December 31, 2025 and 2024 are as follows:

2025 2024
Maturity Date Line Limit Amounts Outstanding Unused Portion Amounts Outstanding

Syndicated credit agreement: September 12, 2030
H2O America $ 50,000  11,000  39,000  3,000 
SJWC 165,000  45,000  120,000  44,000 
CTWS —  —  —  30,000 
CWC 80,000  13,000  67,000  — 
MWC 25,000  —  25,000  — 
SJWTX 30,000  16,000  14,000  — 

Total syndicated credit agreement 350,000  85,000  265,000  77,000 
SJWC credit agreement June 11, 2026 10,000  —  10,000  — 
CTWS credit agreement August 2, 2028 10,000  1,834  8,166  2,124 
CTWS credit agreement (1) May 15, 2025 —  —  —  40,000 

$ 370,000  86,834  283,166  119,124 
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(1) CTWS repaid the outstanding balance under this credit agreement and concurrently terminated this credit agreement.

Total outstanding borrowings under the unsecured lines of credits as of December 31, 2025 and 2024 were $86,834 and $119,124, respectively. The
weighted-average interest rate on short-term borrowings outstanding at December 31, 2025, was 4.75% compared to 6.08% at December 31, 2024. As of
December 31, 2025, the unused portion of the lines of credit available for future borrowings was $283,166.

All of H2O America’s and subsidiaries’ lines of credit contain customary representations, warranties and events of default, as well as certain restrictive
covenants customary for facilities of this type, including restrictions on indebtedness, liens, acquisitions and investments, restricted payments, asset sales,
and fundamental changes. The lines of credit also include certain customary financial covenants such as a funded debt to capitalization ratio and a
minimum interest coverage ratio. As of December 31, 2025, H2O America and its subsidiaries were in compliance with all covenants on the lines of credit.

Syndicated Credit Agreement

In August 2022, H2O America, SJWC, TWC, and CTWS have entered into a $300,000 credit agreement (the “Credit Agreement”) with JPMorgan Chase
Bank, N.A., as Administrative Agent (“JP Morgan”), Wells Fargo Bank, National Association, as Documentation Agent, and a syndicate of banks with a
term of five years. The Credit Agreement was subsequently amended to extend the maturity date from August 2027 to August 2028 and further amended to
extend the maturity date to August 2029.

On September 12, 2025, H2O America and its subsidiaries, SJWC, SJWTX, CWC and MWC, entered into an Amended and Restated Credit Agreement to
extend and increase the revolving credit facility with JPMorgan Chase Bank and Wells Fargo Securities, LLC. Pursuant to the amended agreement, the total
commitment under the facility was increased from $300,000 to $350,000, and the maturity date was extended from August 2029 to September 12, 2030.

Under the terms of the Credit Agreement, each of H2O America, SJWC, SJWTX, CWC and MWC is a borrower with several and not joint liability. Each
borrower has an initial borrowing entitlement, or sublimit, which can be periodically adjusted from time to time as set forth in the Credit Agreement. The
initial sublimit of each borrower is as presented in the table above.

Borrowings under the Credit Agreement bear interest at either the Alternative Base Rate (as defined in the Credit Agreement and hereinafter referred to as
“ABR”) or the Adjusted Term Secured Overnight Financing Rate (as defined in the Credit Agreement and hereinafter referred to as “SOFR”). ABR
borrowings (which are borrowings bearing interest at a rate determined by reference to ABR) will bear interest at a rate per annum equal to ABR plus the
applicable rate. SOFR borrowings (which are borrowings bearing interest at a rate determined by reference to SOFR) will bear interest at a rate per annum
equal to SOFR plus the applicable rate. The applicable rate and pricing is variable depending on credit ratings of the borrower.

The Credit Agreement includes a financial covenant that requires each of the borrowers to maintain its funded debt to capitalization ratio at or below 70%.

As of December 31, 2025 and 2024, there were $85,000 and $77,000, respectively, in outstanding borrowings under the Credit Agreement.

CTWS Credit Agreements

Upon acquisition, CTWS held effective credit agreements with CoBank, ACB and Citizens Bank, N.A., (a former subsidiary of RBS Citizens, N.A. that
was a party to the original credit agreement) that provided up to $40,000 and $75,000, respectively, in available borrowings. The credit agreement between
CTWS and Citizens Bank, N.A. was amended in December 2019 which reduced available borrowings from $75,000 to $10,000. The credit agreement
between CTWS and Citizens Bank, N.A., was further amended in August 2023 which extended the termination date from December 2023 to August 2,
2028. On July 11, 2025, CTWS repaid the outstanding balance of $25,000 under its credit agreement with CoBank, ACB and concurrently terminated the
credit agreement.

As of December 31, 2025 and 2024, there were $1,834 and $2,124, respectively, in outstanding borrowings under the CTWS credit agreement with Citizens
Bank, N.A.

SJWC Credit Agreement

On June 11, 2025, SJWC entered into a $10,000 credit agreement with JPMorgan Chase Bank, N.A., with a maturity date of June 11, 2026.

There were no outstanding borrowings under the credit agreement between SJWC and JPMorgan Chase Bank, N.A., as of December 31, 2025 and 2024.
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Note 6. Long-Term Debt

Long-term debt as of December 31 was as follows:

Description Rate Maturity 2025 2024

H2O America Senior notes (a) 2.47% - 3.53% 2029 - 2039 $ 560,000  560,000 
SJWC:

Senior notes (a) 3.00% - 7.20% 2026 - 2055 560,000  505,000 
California Pollution Control Financing Authority Revenue Bond 4.75% 2046 70,000  70,000 

Total SJWC 630,000  575,000 
CTWS bank term loans 4.09%, 4.15% 2027, 2037 12,212  14,389 
CWC:

Connecticut Innovations Revenue Bonds, variable rate 2028 - 2029 22,050  22,050 
Senior notes (a) 3.07% - 6.46% 2037 - 2055 330,000  270,000 
State revolving fund loans 2.00% 2044 308  327 
Bank term loans 4.04% - 4.75% 2028 - 2036 96,295  96,295 

Total CWC 448,653  388,672 
TWC:

Senior note (a) 6.27% 2036 15,000  15,000 
Bank term loans 4.01% - 6.68% 2041 - 2055 105,000  65,000 

  Seller financing debt (b) 2053 29,000  29,000 
Total TWC 149,000  109,000 

MWC:
State revolving fund loans 0.00% - 2.23% 2026 - 2054 16,336  12,763 
Bank term loans 3.89% - 6.47% 2026 - 2055 85,000  60,000 

Total MWC 101,336  72,763 
Total debt 1,901,201  1,719,824 
Unamortized debt premium and discount, net (1,644) (56)
Unamortized debt issuance costs (9,234) (9,216)
Current portion (23,504) (3,648)
Total long-term debt, less current portion $ 1,866,819  1,706,904 

___________________________________
(a) Senior notes held by institutional investors are unsecured obligations of H2O America, SJWC, CWC, TWC and MWC and require interest-only payments until maturity. To minimize

issuance costs, the companies’ debt has primarily been placed privately.

(b) Debt does not contain a stated interest rate but is discounted using an effective rate of 5.61%.

The following is a table of the consolidated company’s schedule of principal payments:
Year

2026 $ 23,950 
2027 3,207 
2028 44,699 
2029 325,624 
2030 53,201 
Thereafter 1,450,520 

The estimated fair value of long-term debt as of December 31, 2025 and 2024 was $1,716,589 and $1,490,024, respectively, and was determined using a
discounted cash flow analysis, based on the current rates for similar financial instruments of the
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same duration and creditworthiness of the company. As of December 31, 2025, $1,715,635 of the total fair value of long-term debt would be categorized as
Level 2 in the fair value hierarchy, and $954 would be categorized as Level 3. As of December 31, 2024, $1,473,393 of the total fair value of long-term
debt was categorized as Level 2 in the fair value hierarchy, and $16,631 was categorized as Level 3.

SJWC

On July 31, 2024, SJWC entered into and closed a note purchase agreement with certain institutional investors, pursuant to which the company sold an
aggregate principal amount of $75,000 of its 5.63% Senior Notes, Series Q (“Series Q Notes”). The Series Q Notes are unsecured obligations of SJWC and
are due on July 31, 2054. Interest is payable semi-annually in arrears on January 31st and July 31st of each year.

On November 12, 2025, SJWC entered into a note purchase agreement with certain institutional investors, pursuant to which the company sold an
aggregate principal amount of $55,000 of its 5.83% Senior Notes, Series R (“Series R Notes”). The Series R Notes are unsecured obligations of SJWC and
are due on November 1, 2055. Interest is payable semi-annually in arrears on May 1st and November 1st of each year, commencing May 1, 2026.

CWC

On July 31, 2024, CWC entered into a note purchase agreement with certain institutional investors, pursuant to which the company sold an aggregate
principal amount of $50,000 of its 5.78% Senior Notes, Series 2024 (“Series 2024 Notes”). The Series 2024 Notes are unsecured obligations of CWC and
are due on July 31, 2054. Interest is payable semi-annually in arrears on January 31st and July 31st of each year. The closing of the notes purchase
agreement occurred in August 2024.

On October 28, 2025, CWC entered into a note purchase agreement with certain institutional investors, pursuant to which the company agreed to sell an
aggregate principal amount of $60,000 of its 6.08% Senior Notes, Series 2025 (“Series 2025 Notes”). The Series 2025 Notes are unsecured obligations of
CWC and are due on November 1, 2055. Interest is payable semi-annually in arrears on May 1st and November 1st of each year, commencing May 1,
2026.

TWC and TWR

In August 2023, TWR closed on an asset acquisition that included an obligation for a post-closing production payment of $29,000 to the seller over a
period of up to 29 years. The repayment schedule is based on the quantity of groundwater produced from the acquired wells, subject to certain provisions in
the purchase agreement. The difference between the gross obligation of $29,000 and the fair value at the date of acquisition is reflected as a debt discount
and is being amortized as interest expense using the effective interest method over the life of the obligation. During the third quarter of 2024, TWC
assumed the obligation in connection with an asset purchase agreement pursuant to which TWC acquired all of the net assets of TWR.

On December 6, 2024, TWC issued a promissory note to CoBank under an existing master loan agreement for a principal amount of $20,000 at a fixed
interest rate of 6.47%. This note is an unsecured obligation of TWC due on November 20, 2054. Interest is payable quarterly in arrears on the 20th day of
January, April, July and October of each year. In January 2025, TWC amended the existing master loan agreement to modify one of the financial
covenants. All of the other terms and conditions remain the same.

On September 18, 2025, TWC issued a promissory note to a CoBank under an existing master loan agreement for a principal amount of $40,000 at a fixed
interest rate of 6.68%. This note is an unsecured obligation of TWC due on September 1, 2055. Interest is payable quarterly in arrears on the 20th day of
January, April, July and October of each year.

MWC

MWC finances a portion of its capital improvement program through loans under state revolving fund programs, including the Safe Drinking Water
Revolving Fund (“SDWSRF”). In 2024, MWC obtained MPUC approval to issue two First Mortgage Bonds through the Maine Municipal Bond Bank. The
Series X Bond totaled $3,330, inclusive of $598 of principal forgiveness, resulting in a net loan of $2,732; the issuance was approved on August 22, 2024
and completed on October 1, 2024. The Series Y Bond totaled $3,596, inclusive of $1,258 of principal forgiveness, resulting in a net loan of $2,337; the
issuance was approved on August 22, 2024 and completed on November 1, 2024. Each bond constitutes an unsecured obligation of MWC, with the Series
X Bond maturing on April 1, 2044 and the Series Y Bond maturing on April 1, 2054, and each bears a fixed interest rate of 1%. Interest is payable semi-
annually in arrears on April 1 and October 1, commencing April 1, 2025.

On December 6, 2024, MWC issued a promissory note to CoBank under an existing master loan agreement for a principal amount of $15,000 at a fixed
interest rate of 6.47%. This note is an unsecured obligation of MWC due on November 20, 2054. Interest is payable quarterly in arrears on the 20th day of
January, April, July and October of each year.

On May 23, 2025, MWC submitted an application with the MPUC seeking approval to issue unsecured notes in an amount up to $25,000. The MPUC
granted approval on June 17, 2025. On July 10, 2025, MWC issued a promissory note to CoBank under
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an existing master loan agreement for a principal amount of $25,000 at a fixed interest rate of 6.70%. The note is an unsecured obligation of MWC due on
July 20, 2055. Interest is payable quarterly in arrears on the 20th day of January, April, July and October of each year.

Financial Covenants

The debt and credit agreements of H2O America and its subsidiaries contain various financial and other covenants. Non-compliance with these covenants
could result in accelerated due dates and termination of the agreements. In addition, the credit agreements contain customary representations and warranties
and are subject to customary events of default, which may result in outstanding notes becoming immediately due and payable. As of December 31, 2025,
H2O America and its subsidiaries were in compliance with all covenants related to its long-term debt agreements.

Note 7. Income Taxes

The components of income tax expense were:

2025 2024 2023

Current:
Federal $ 5,276  (1,828) 10,185 
State 1,896  443  4,281 

Deferred:
Federal 5,360  11,063  (8,871)
State (177) (708) 361 

$ 12,355  8,970  5,956 

The following table reconciles income tax expense to the amount computed by applying the federal statutory rate to income before income taxes of
$114,933, $102,937 and $90,943 in 2025, 2024 and 2023, respectively:

2025 2024 2023

Income tax at federal statutory rate $ 24,136  21.0 % 21,617  19,098 
Increase (decrease) in taxes attributable to:

State and local income taxes, net of federal income tax effect (b) 1,326  1.2 % 6,488  6,001 
Tax credits (208) (0.2)% —  — 
Nontaxable or nondeductible items 543  0.5 % —  — 
Changes in unrecognized tax benefits 331  0.3 % (1,053) (4,330)
Property flow-through —  — % (14,793) (9,045)
Pension flow-through —  — % (530) (597)
Stock-based compensation —  — % 192  (491)

Other adjustments:
Impact of rate regulation

Flow-through (11,933) (10.4)% —  — 
Reversal of excess deferred taxes recognized in regulatory liability (1,517) (1.3)% (3,227) (3,625)

Other items (323) (0.3)% 276  (1,055)
$ 12,355  10.8 % 8,970  5,956 

(a) ASU 2023-09 “Improvements to Income Tax Disclosures” was adopted prospectively with the annual financial statements for the year ended December 31, 2025.
Accordingly, the table above was updated for the year ended December 31, 2025 to present disclosures as per the new ASU.

(b) Majority of the tax expense reported in this category relates to California. State flow-through adjustments are included in this category for the year ended
December 31, 2025.

(a)
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The components of the net deferred tax liability as of December 31 were as follows:

2025 2024

Deferred tax assets:
Advances and contributions $ 28,183  26,744 
Unamortized investment tax credit 1,141  1,061 
Pensions, postretirement benefits and stock-based compensation 11,749  12,529 
Debt premium, net 2,734  3,446 
California franchise tax 257  503 
Deferred revenue —  — 
Tax related regulatory liability 22,572  23,112 
Other 9,560  6,337 

Total deferred tax assets 76,196  73,732 
Deferred tax liabilities:

Utility plant 304,002  277,085 
Pension and postretirement 9,272  9,068 
Deferred gain and other-property 608  608 
Regulatory asset - business combinations debt premium, net 2,734  3,446 
Intangibles 2,193  2,443 
Deferred revenue 2,330  1,418 
Tax related regulatory asset 57,503  50,728 
Other 5,447  4,979 

Total deferred tax liabilities 384,089  349,775 
Net deferred tax liabilities $ 307,893  276,043 

Management evaluates the realizability of deferred tax assets based on all available evidence, both positive and negative. The realization of deferred tax
assets is dependent on our ability to generate sufficient future taxable income during periods in which the deferred tax assets are expected to reverse. Based
on all available evidence, management believes it is more likely than not that H2O America will realize the benefits of its deferred tax assets. Net operating
loss carryforwards expire beginning in 2032 and ending in 2043. As of December 31, 2025, the estimated amount of net operating loss carryforwards
available to offset future taxable income for Connecticut purposes is $20,739. The estimated state tax credit carryforwards are $907, which will expire
beginning in 2028 and ending in 2049.

The change in the net deferred tax liabilities of $31,850 included non-cash items primarily consisting of regulatory assets and liabilities relating to income
tax temporary differences.

The total amount of unrecognized tax benefits, before the impact of deductions for state taxes, excluding interest and penalties was $4,094 and $3,707 as of
December 31, 2025 and 2024, respectively. The amount of tax benefits, net of any federal benefits for state taxes that would impact the effective rate, if
recognized, is approximately $3,514 and $3,150 as of December 31, 2025 and 2024, respectively.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows:

2025 2024 2023

Balance at beginning of year $ 3,707  4,511  9,004 
Increase related to tax positions taken during the current year 663  658  231 
Increase related to tax positions taken during a prior year 113  380  364 
Reductions related to statute expiration (389) (1,701) (1,191)
Reductions related to tax positions taken in a prior year —  (141) (3,897)

Balance at end of year $ 4,094  3,707  4,511 
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The decrease in gross unrecognized tax benefits in 2023 was primarily due to the release of uncertain tax position reserve relating to repairs tax deductions.
In April 2023, the IRS issued additional tax guidance that has allowed H2O America to revisit certain historical income tax reserves. Pursuant to the
issuance of this guidance, which provided additional clarification regarding some of the uncertain tax areas, the company re-evaluated the risk relating to
repair deductions. The result of the analysis led to a release of uncertain tax position reserve. The release relates to repairs expenditures which are more
likely than not to be sustained on audit. The net release due to re-evaluation of the reserve was $3,125.

H2O America’s policy is to classify interest and penalties associated with unrecognized tax benefits, if any, in tax expense. Accrued interest expense, net of
the benefit of tax deductions which would be available on the payment of such interest, is approximately $283 as of December 31, 2025. H2O America has
not accrued any penalties for unrecognized tax benefits. The amount of interest recognized in 2025 was a decrease to expense of $33.

H2O America files U.S. federal income tax returns and income tax returns in various states and is subject to ordinary statute of limitation of three years for
federal and three or four years for different state returns. However, due to tax attribute carryforwards, H2O America is subject to examination for tax years
2012 forward for state returns of CTWS and its subsidiaries. The statute of limitations for H2O America returns is closed for these extended years and
remains open for 2022 and forward for federal and 2021 or 2022 and forward for different states.

Income Taxes paid (net of refunds) for the year ending December 31, 2025 were as below:

2025

Federal $ 2,000 
State 1,238 
Foreign — 
Total $ 3,238 

Income Taxes paid (net of refunds) exceeded 5% of total income taxes paid (net of refunds) in the following jurisdictions:

State: 2025

California $ 400 
Connecticut 521 
Maine *
Tennessee 219 
Texas *
Total $ 1,140 

*Jurisdiction below the threshold for the period presented

On July 4, 2025, Public Law No. 119-21, referred to as the One Big Beautiful Bill Act (“OBBBA”), was signed into law. The OBBBA contains several
changes to corporate taxation including the extension of key provisions of the 2017 Tax Cuts and Jobs Act. The legislation has multiple effective dates,
with certain provisions effective in 2025 and others phased in through tax year 2027. The legislation may be subject to further clarification and the issuance
of interpretive guidance. The Company evaluated the impact of the OBBBA tax legislation for the year ended December 31, 2025, and the impact was not
material to the provision for income taxes and deferred tax balances.

Note 8. Intangible Assets

Utility plant intangible assets consist of $28,386 of indefinite-lived water rights, $13,400 related to the purchase premium for customer relationships, and
other intangibles of $9,897 as of December 31, 2025. Other intangibles primarily consist of $4,371 for service area expansions by TWC, $1,400 for
customer relationships and $1,040 incurred in conjunction with Valley Water water contracts related to the operation of SJWC.

Amortization expense for the intangible assets was $1,095, $1,429 and $1,310 for the years ended December 31, 2025, 2024 and 2023, respectively.
Amortization expense for 2026 through 2030 and thereafter is anticipated to be approximately $1,095 per year.
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The components of intangible assets as of December 31, 2025 and 2024 are as follows:

2025 2024

Utility Plant Intangible Assets:
Indefinite-lived water rights $ 28,386  28,386 
Purchase premium customer relationships 13,400  13,400 
Other intangibles 9,897  9,818 
Utility plant intangible assets 51,683  51,604 
Less: Accumulated amortization

Purchase premium customer relationships 5,561  4,667 
Other intangibles 5,059  4,858 

Utility plant net intangible assets $ 41,063  42,079 

Note 9. Commitments

SJWC purchases water from Valley Water under terms of a master contract expiring in 2051. Delivery schedules for purchased water are based on a
contract year beginning July 1, and are negotiated every three years under terms of the master contract with Valley Water. For the years ended
December 31, 2025, 2024 and 2023, SJWC purchased from Valley Water 15.9 billion gallons ($120,322), 17.0 billion gallons ($117,698) and 18.3 billion
gallons ($111,173), respectively, of contract water. On June 12, 2024, the Valley Water Board of Directors approved treated water deliveries reflecting the
contractual delivery schedule reduced by 23% through June 30, 2025. Based on current prices and estimated deliveries, SJWC is committed to purchase
from Valley Water a minimum of 90% of the reduced delivery schedule, or 18.9 billion gallons ($148,795) of water at the current contract water rate of
$7.872 million per billion gallons for the year ending December 31, 2026. Additionally, SJWC purchases non-contract water from Valley Water on an “as
needed” basis if the water supply is available.

SJWC operates the Cupertino municipal water system under a service concession arrangement. The system is adjacent to the SJWC service area and has
approximately 4,700 service connections. The original agreement commenced in October 1997 and expired on September 30, 2024. Effective October
2024, SJWC entered into a new 12-year agreement with the City of Cupertino subject to an additional term of eight years if agreed to by the parties. SJWC
paid an upfront concession fee of $22.1 million in 2024 and agreed to pay, beginning in 2024, an annual investment rent of $1.8 million, subject to annual
adjustment based on a specified construction cost index. The concession fees are amortized as reductions to operating revenue over the applicable contract
term and the annual investment rent payments are amortized as reductions to operating revenue over the annual period to which they relate. Under the
terms of the agreement, SJWC assumes responsibility for all maintenance and operating costs of the system, while receiving all payments for water service.

CWC is able, but under no obligation, to purchase up to one million gallons of water per day from RWA, at the then-current wholesale rates per the
agreement, $3.3 million per billion gallons as of December 31, 2025. CWC has an agreement with The MDC to purchase water from MDC to serve the
Unionville system. The agreement became effective on October 6, 2000 and has a term of fifty years beginning May 19, 2003, the date the water supply
facilities related to the agreement were placed in service. CWC agrees to purchase 0.28 billion gallons of water annually from MDC. The rate charged by
the MDC at December 31, 2025 was $3.91 per hundred cubic feet.

TWC has multiple long-term contracts with the GBRA. The terms of the agreements expire in 2037, 2040, 2044 and 2050, respectively. The agreements,
which are take-or-pay contracts, provide TWC with 7,602 acre-feet per year of water supply from Canyon Lake. The water rate may be adjusted by GBRA
at any time, provided they give TWC a 60-day written notice on the proposed adjustment. TWC also has treated water supply agreements with the Lower
Colorado River Authority and West Travis County Public Utility Agency expiring in 2059 and 2046, respectively, to provide for 350 acre-feet of water per
year from Lake Austin and the Colorado River, respectively, at prices that may be adjusted periodically by the agencies.

MWC had an agreement with the Kennebec Water District for potable water service. The agreement had previously been in place for 20 years prior to
being renewed on November 7, 2020. The renewal contained an initial term of five years and the ability to renew for up to up to 20 years at Kennebec
Water District’s option. In November 2025, the agreement was terminated and MWC transitioned from the previously negotiated rate to a standard tariff
rate. MWC guarantees a minimum consumption of 0.05 billion gallons of water annually. Through November 2025, water sales to MWC were billed at a
wholesale discount of $0.20 per hundred cubic feet of water below Kennebec Water District's tariffed rates. The current tariff rate was $1.51 per hundred
cubic feet as of December 31, 2025.
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As of December 31, 2025, SJWC had 396 employees, of whom 242 were members of unions. In the final quarter of 2025, SJWC executed three-year
bargaining agreements with the International Union of Operating Engineers (“OE”), representing certain employees in the engineering department, and the
Utility Workers of America (“UWUA”), representing the majority of all nonadministrative employees at SJWC covering the period from January 1, 2026
through December 31, 2028. The agreements include a 3% wage increase provided in 2026, 3% in 2027 and 4.0% in 2028 for the union employees.

Note 10. Contingencies

H2O America and its subsidiaries are subject to ordinary routine litigation incidental to its business.

In October 2023, CWC, a subsidiary of H2O America, was named as a defendant in a putative class action lawsuit alleging that the water provided by
CWC contained contaminants. The case is currently pending in the State of Connecticut Superior Court. CWC is vigorously defending itself in this lawsuit.
H2O America is unable to provide a reasonable estimate of loss, if any, at this time.

SJWC and CWC are plaintiffs in a lawsuit against manufacturers and/or sellers of PFAS compounds for damages, contribution and reimbursement of costs
incurred and continuing to be incurred to address the presence of such PFAS compounds in public water supply systems owned and operated by these
utility subsidiaries and throughout their respective service areas. The lawsuit is part of Multi-District Litigation (“MDL”), that commenced on December 7,
2018, in the United States District Court for the District of South Carolina. MWC has submitted timely claims as a settlement class member.

On February 8, 2024, the MDL court approved settlements involving defendants The Chemours Company, Corteva, Inc., and DuPont de Nemours, Inc. to
resolve claims brought in the MDL against them by public water systems, including SJWC and CWC. On March 29, 2024, the MDL court approved a
similar settlement involving defendant 3M Company. On November 22, 2024, the MDL court approved settlements involving defendants Tyco Fire
Products LP, and BASF Corporation. H2O America is entitled to a portion of the settlements and is monitoring and evaluating the ongoing litigation and
settlement activity with the PFAS defendants for potential impacts to the various claims that these utility subsidiaries have asserted.

For the year ended December 31, 2025, the Company received cash proceeds of $25.1 million, in connection with legal settlements with 3M Company and
DuPont de Nemours, Inc. related to PFAS contamination. The proceeds were allocated as follows: SJWC received $17 million; CWC received
$7.6 million; and MWC received $0.5 million, which includes $0.3 million payable to contract operators. The proceeds are compensatory in nature and are
intended to compensate the Company for costs incurred, or to be incurred, to address the presence of PFAS compounds in public water supply systems or to
be refunded to customers through rate reductions, and have been recorded as a regulatory liability subject to regulatory approval.

H2O America is entitled to receive additional cash proceeds from 3M Company in the subsequent eight years, pursuant to the terms of the settlement
agreement. In addition, the Company is party to class action settlements with Tyco Fire Products LP and BASF Corporation.

H2O America is monitoring and evaluating the ongoing litigation and settlement activity with the PFAS defendants for potential impacts to the various
claims that these utility subsidiaries have asserted. However, the amount of any additional proceeds is not estimable as of the date of this filing.

Note 11. Benefit Plans

Pension Plans

H2O America maintains noncontributory defined benefit pension plans for its eligible employees. SJWC employees hired before March 31, 2008 and CWC
and MWC employees hired before January 1, 2009 are entitled to benefits under the pension plans based on the employee’s years of service and
compensation. For SJWC employees hired on or after March 31, 2008, benefits are determined using a cash balance formula based upon compensation
credits and interest credits for each employee. Effective January 1, 2023, TWC employees became eligible to participate under SJWC’s cash balance plan.
Interest is credited based on the annual yield on 30-year Treasury bonds as of October for the preceding plan year with a minimum annual rate of 3.25%
and a maximum annual rate of 6.00%. For the year ended December 31, 2025, the interest credits assumption was 4.25%. Certain employees hired before
March 1, 2012, and covered by a plan merged into the CWC plan in 2013 are also entitled to benefits based on the employee’s years of service and
compensation. CTWS employees hired on or after January 1, 2009 are entitled to an additional 3.0% of eligible compensation to their company sponsored
savings plan. H2O America does not have multi-employer plans.

The pension plans are administered by their respective committees which oversee plan governance and are responsible for establishing investment
objectives, policies, and guidelines to achieve the goals of income generation and long-term capital

78



Table of Contents

preservation. H2O America engages third-party investment professionals to assist with, among other things, asset allocation strategy, investment policy
advice, performance monitoring, and investment manager due diligence. Effective in 2025, the pension plan committees appointed a discretionary
investment manager that qualifies as an “investment manager” under Section 3(38) of the employee retirement income security act of 1974. Under this
arrangement, the investment manager has discretionary authority to make investment decisions and to select, appoint, monitor, and terminate underlying
investment managers within the parameters established by the pension plans’ investment policies. The pension plan committees retain oversight
responsibility and continue to monitor the performance of the investment manager, including reviews of investment results and compliance with the plans’
investment guidelines. Investment managers are not permitted to invest outside of the asset class or strategy authorized under those guidelines. The
committees ensure that the plans establish a target mix that is expected to achieve its investment objectives by assuring a broad diversification of
investment assets among investment types, while minimizing volatility of the target asset mix, unless market conditions make such a change appropriate to
reduce risk. The pension plans require a minimum portion of plan assets to be allocated to fixed income securities and provide guidelines and restrictions
on equity investments for the assets.

Plan assets are marked to market at each measurement date, resulting in unrealized actuarial gains or losses. Unrealized actuarial gains and losses on
pension assets are amortized over the expected future working lifetime of participants for actuarial expense calculation purposes.

Generally, it is expected of the investment managers that the performance of the assets held in the pension plans, computed on a total annual rate of return
basis, should meet or exceed specific performance standards over a three-to-five-year period and/or full market cycle. These standards include specific
absolute and risk-adjusted performance standards over a three-to-five-year period and/or full market cycle. The expected long-term rate of return on the
pension plan assets is between 6.50% and 6.75% for the year ended December 31, 2025.

H2O America calculates the market-related value of defined benefit pension plan assets, which is defined under FASB ASC Topic 715—“Compensation—
Retirement Benefits,” as a balance used to calculate the expected return on plan assets, using fair value. The fair value is based on quoted prices in active
markets for identical assets and significant observable inputs.
Certain senior management hired before March 31, 2008 for SJWC and January 1, 2009 for CWC are eligible to receive additional retirement benefits
under the supplemental executive retirement plans and retirement contracts (collectively, “SERP”). SJWC’s senior management hired on or after March 31,
2008 are eligible to receive additional retirement benefits under SJWC’s Cash Balance Executive Supplemental Retirement Plan (“Cash Balance Executive
Supplemental Retirement Plan”). Both of the plans are non-qualified plans in which only senior management and other designated members of
management may participate. The annual cost of the plans has been included in the determination of the net periodic benefit cost shown below. The SERP
and Cash Balance Executive Supplemental Retirement Plan had a projected benefit obligation of $43,644 and $40,328 as of December 31, 2025 and 2024,
respectively, and net periodic pension cost of $3,212, $3,879 and $3,257 for 2025, 2024 and 2023, respectively. For the years ended December 31, 2025,
2024 and 2023, the amounts not recognized as a component of net periodic benefit cost was $(493), $169, and $314, respectively, recorded as other
comprehensive income on the consolidated financial statements. SJWC’s non-qualified deferred compensation plans (“NQDCs”) are unfunded. By
contrast, CWC’s non-qualified deferred compensation plans are funded, including SERP, through investments consisting primarily of life insurance
contracts and assets are held in a Rabbi Trust. As of December 31, 2025 and 2024, total investments made to fund CWC’s SERP were $7,887 and $7,336,
respectively, which is included in “Investments” in H2O America’s Consolidated Balance Sheets. The life insurance contracts are valued at cash surrender
value of the policies as reported by the insurer. As of December 31, 2025 and 2024, the value of the life insurance contracts was $4,852 and $4,294,
respectively.

The following tables summarize the fair values of the Rabbi Trust investment assets to fund CWC’s SERP by major categories as of December 31, 2025
and 2024:

    Fair Value Measurements at December 31, 2025

Asset Category Total

Quoted

Prices in

Active


Markets for

Identical


Assets

(Level 1)

Significant

Observable

Inputs


(Level 2)

Significant

Unobservable


Inputs

(Level 3)

Money market funds $ 354  354  —  — 
Mutual funds 1,844  1,844  —  — 
Fixed income 593  593  —  — 

Total $ 2,791  2,791  —  — 

79



Table of Contents

    Fair Value Measurements at December 31, 2024

Asset Category Total

Quoted

Prices in

Active


Markets for

Identical


Assets

(Level 1)

Significant

Observable

Inputs


(Level 2)

Significant

Unobservable


Inputs

(Level 3)

Money market funds $ 28  28  —  — 
Mutual funds 2,062  2,062  —  — 
Fixed income 722  722  —  — 

Total $ 2,812  2,812  —  — 

Other Postretirement Benefits

In addition to providing pension and savings benefits, the company also provides health care and life insurance benefits for eligible retired employees under
the respective employer-sponsored postretirement benefits other than pension plans. The benefits are paid by the company and not from plan assets due to
limitations imposed by Internal Revenue Service.

Flexible Spending Plan

H2O America sponsors flexible spending account plans for its employees for the purpose of providing eligible employees with the opportunity to choose
from among the fringe benefits available under the plans. The flexible spending plan is intended to qualify as a cafeteria plan under the provisions of the
Internal Revenue Code Section 125. The flexible spending plan allows employees to save pre-tax income in a Health Care Spending Account (“HCSA”)
and/or a Dependent Care Spending Account (“DCSA”) to help defray the cost of out-of-pocket medical and dependent care expenses. The annual
maximum limit under the HCSA and DCSA plans is $3.3 and $5, respectively.

Savings Plans for Employees

H2O America also sponsors salary deferral plans which are defined contribution plans that allow employees to defer and contribute a portion of their
earnings to the plan. Contributions, not to exceed set limits, are matched by the company. H2O America contributions were $4,928, $4,221 and $3,902 in
2025, 2024 and 2023, respectively. All of the company’s contributions are invested at the direction of the employees in funds offered under the plans.

Special Deferral Election Plans and Deferral Election Program

H2O America maintains a special deferral election plan and a deferred compensation plan and agreements for senior management and a deferral election
program for non-employee directors allowing for the deferral of a portion of their earnings each year and to realize an investment return on those funds
during the deferral period. Senior management and non-employee directors have to make an election on the deferral and distribution method of the
deferrals before services are rendered. CWC’s deferred compensation plan allows the company to make discretionary contributions. Senior management
and non-employee directors had deferred $8,767 and $8,216 under the plans as of December 31, 2025 and 2024, respectively. As of December 31, 2025
and 2024, $6,552 and $6,276, respectively, of the total amount deferred is related to CWC agreements.

Assumptions Utilized on Actuarial Calculations

Net periodic cost for the defined benefit plans and other postretirement benefits was calculated using the following assumptions:

  Pension Benefits Other Postretirement Benefits
  2025 2024 2023 2025 2024 2023

% % % % % %
Discount rate 5.55 - 5.63 4.99 - 5.03 4.95 - 5.24 5.48 - 5.58 4.95 - 5.01 4.96 - 5.21
Expected return on plan assets 6.50, 6.75 6.25, 6.75 6.00, 6.75 4.20, 6.50 4.20, 6.25 4.20, 6.00
Rate of compensation increase 4.50, 5.00 4.50, 5.00 4.50, 5.00 N/A N/A N/A

The expected rate of return on plan assets was determined based on a review of historical returns, for the pension plans and for medium- to large-sized
defined benefit pension funds with similar asset allocations. This review generated separate expected returns for each asset class. These expected future
returns were then blended based on the pension plans’ target asset allocations.
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Benefit obligations for the defined benefit plans and other postretirement benefits were calculated using the following assumptions as of December 31:

  Pension Benefits Other Postretirement Benefits
  2025 2024 2025 2024

  % % % %
Discount rate 5.35 - 5.54 5.55 - 5.63 5.11 - 5.43 5.48 - 5.58
Rate of compensation increase 4.50 - 5.00 4.50 - 5.00 N/A N/A

H2O America utilized each plan’s projected benefit stream in conjunction with the FTSE Pension Discount Curve in determining the discount rate used in
calculating the pension and other postretirement benefits liabilities at the measurement date.

H2O America has adopted MP-2021, Mortality Improvement Scales to determine mortality assumptions. The tables and scales reflect increasing life
expectancies of participants in the United States. See also “Reconciliation of Funded Status” below.

For other postretirement benefits, the assumed healthcare cost trend rate for 2025 is 8.00%, grading down gradually to 4.50% by 2033.

Net Periodic Pension Costs

Net periodic costs for the defined benefit plans and other postretirement benefits for the years ended December 31 were as follows:

  Pension Benefits Other Postretirement Benefits
  2025 2024 2023 2025 2024 2023

Components of net periodic benefit cost
Service cost $ 6,571  6,662  7,569  $ 624  665  638 
Interest cost 15,600  14,451  14,234  1,351  1,181  1,268 
Expected return on assets (19,777) (17,852) (15,440) (1,179) (1,068) (860)
Amortization of prior service cost 15  15  15  —  —  — 
Amortization of actuarial (gain) loss (1,801) (71) 2,210  (856) (643) (350)
Recognition of significant event —  —  —  —  —  — 
Net periodic benefit cost $ 608  3,205  8,588  $ (60) 135  696 
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Reconciliation of Funded Status

For the defined benefit plans and other postretirement benefits, the benefit obligation is the projected benefit obligation and the accumulated benefit
obligation, respectively. The projected benefit obligations and the funded status of the defined benefit pension and other postretirement plans as of
December 31 were as follows:

  Pension Benefits Other Postretirement Benefits
  2025 2024 2025 2024

Change in benefit obligation
Benefit obligation at beginning of year $ 287,044  297,834  $ 25,080  24,264 
Service cost 6,571  6,662  624  665 
Interest cost 15,600  14,451  1,351  1,181 
Actuarial loss (gain) 4,860  (14,816) (2,332) (146)
Implicit rate subsidy —  —  (109) (336)
Plan participants contributions —  —  149  183 
Administrative expenses paid (101) (146) —  — 
Benefits paid and settlements (20,832) (16,941) (1,042) (731)
Benefit obligation at end of year $ 293,142  287,044  $ 23,721  25,080 

Change in plan assets
Fair value of assets at beginning of year $ 307,947  285,504  $ 23,225  21,207 
Actual return on plan assets 30,763  31,523  2,562  2,879 
Employer contributions 5,675  8,007  7  7 
Plan participants contributions —  —  149  183 
Administrative expenses paid (101) (146) (48) (71)
Benefits paid and settlements (20,832) (16,941) (987) (980)
Fair value of plan assets at end of year 323,452  307,947  24,908  23,225 
Funded status at end of year $ 30,310  20,903  $ 1,187  (1,855)

For the year ended December 31, 2025, the net actuarial loss on the benefit obligation was related primarily to a loss from changes in the discount rate of
$4,219 and a $873 gain from pension data changes. For the year ended December 31, 2024, the net actuarial gain on the benefit obligation was related
primarily to a gain from changes of discount rate of $21,129 and a $6,005 loss from pension data changes.

The amounts recognized on the balance sheet as of December 31 were as follows:

  Pension Benefits Other Postretirement Benefits
  2025 2024 2025 2024

Noncurrent assets $ 73,954  61,231  $ 7,013  5,191 
Current liabilities (2,958) (2,308) (129) (146)
Noncurrent liabilities (40,686) (38,020) (5,697) (6,900)

$ 30,310  20,903  $ 1,187  (1,855)

As of December 31, 2025 and 2024, the accumulated benefit obligation of the defined benefit pension plans was $269,908 and $263,607, respectively.
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The following table provides selected information about plans with projected benefit obligation and accumulated benefit obligation in excess of plan assets
as of December 31:

2025 2024

Pension Benefits:
Plans with projected benefit obligation in excess of plan assets:

Projected benefit obligation $ 43,644  40,328 
Fair value of plan assets —  — 

Plans with accumulated benefit obligation in excess of plan assets:
Accumulated benefit obligation 40,890  38,053 
Fair value of plan assets —  — 

Other Postretirement Benefits:
Plans with accumulated benefit obligation in excess of plan assets:

Accumulated benefit obligation 15,874  16,891 
Fair value of plan assets 10,047  9,844 

H2O America recognizes regulatory assets and liabilities that represent actuarial losses and gains and prior service cost that have not yet been recognized as
components of net periodic benefit cost for certain of its pension and other postretirement benefit plans, in accordance with ASC Topic 980. H2O America
had no recorded regulatory assets as of December 31, 2025, and $3,177 as of December 31, 2024. Regulatory liabilities were $32,996 and $27,872 as of
December 31, 2025 and 2024, respectively. As of December 31, 2024, the amount deferred in regulatory assets that has not yet been recognized as a
component of net periodic benefit cost included a net loss of $3,150 and prior service cost of $27. As of December 31, 2025 and 2024, the amounts
deferred in regulatory liabilities that have not yet been recognized as components of net periodic benefit cost include net gain of $32,996 and $27,872,
respectively.

Plan Assets

Plan assets as of December 31 were as follows:

  Pension Benefits Other Postretirement Benefits
  2025 2024 2025 2024

Fair value of assets at end of year:
Debt securities $ 169,758  116,987  $ 8,656  5,368 

52 % 38 % 36 % 23 %
Equity securities 146,967  179,103  15,716  16,737 

45 % 58 % 63 % 72 %
Cash and equivalents 6,727  11,857  536  1,120 

2 % 4 % 2 % 5 %
Total $ 323,452  307,947  $ 24,908  23,225 
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The following tables summarize the fair values of plan assets by major categories as of December 31, 2025 and 2024:

    Fair Value Measurements at December 31, 2025

Asset Category Total

Quoted

Prices in

Active


Markets for

Identical


Assets

(Level 1)

Significant

Observable

Inputs


(Level 2)

Significant

Unobservable


Inputs

(Level 3)

Cash and cash equivalents $ 7,263  7,263  —  — 
Equity securities (a) 162,683  162,683  —  — 
Fixed Income (b) 178,414  171,622  6,792  — 

Total $ 348,360  341,568  6,792  — 

___________________________________
(a) Actively managed portfolio of equity securities with the goal to exceed the benchmark performance.
(b) Actively managed portfolio of fixed income securities with the goal to exceed the benchmark performance.

    Fair Value Measurements at December 31, 2024

Asset Category Total

Quoted

Prices in

Active


Markets for

Identical


Assets

(Level 1)

Significant

Observable

Inputs


(Level 2)

Significant

Unobservable


Inputs

(Level 3)

Cash and cash equivalents $ 12,977  12,977  —  — 
Equity securities 195,840  195,840  —  — 
Fixed Income 122,355  46,549  75,806  — 

Total $ 331,172  255,366  75,806  — 

In 2026, H2O America expects to make required and discretionary cash contributions of up to $7,682 to the pension plans and other postretirement benefit
plans.

Benefits expected to be paid in the next five years and in the aggregate for the five years thereafter are:

Pension Plans
Other Postretirement

Benefit Plans
2026 $ 19,103  $ 1,578 
2027 20,009  1,659 
2028 20,148  1,667 
2029 20,855  1,675 
2030 21,449  1,693 
2031 - 2035 116,122  9,023 

Note 12. Equity Plans

Common Stock

H2O America’s long-term incentive plans provide employees, non-employee board members or the board of directors of any parent or subsidiary,
consultants, and other independent advisors who provide services to the company or subsidiary the opportunity to acquire an equity interest in H2O
America. H2O America also maintains stock plans in connection with its acquisition of CTWS which are no longer granting new stock awards. In addition,
shares are issued to employees under H2O America’s employee stock purchase plan.

On April 26, 2023, H2O America adopted the successor plans, the 2023 Long-Term Incentive Plan and the 2023 Employee Stock Purchase Plan, to replace
the Amended and Restated Long-Term Incentive Plan (the “Predecessor Incentive Plan”) and the 2014 Employee Stock Purchase Plan (the “Predecessor
ESPP”), respectively. The Predecessor Incentive Plan terminated on April 23, 2023 and the Predecessor ESPP terminated on July 31, 2023. Each
outstanding award under the Predecessor Incentive Plan will remain outstanding under the Predecessor Incentive Plan and shall be governed solely by the
terms of the documents evidencing such awards. The 2023 Long-Term Incentive Plan reserves a total of 1,142,000 shares of H2O America’s common
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stock for issuance to employees, non-employee board members or the board of directors of any parent or subsidiary, consultants, and other independent
advisors who provide services to the H2O America and its subsidiaries. The 2023 Employee Stock Purchase Plan reserves for a total of 500,000 shares of
H2O America’s common stock for issuance for eligible employees to purchase common stock at a discount through accumulated payroll deductions.
Remaining reserves for both of the predecessor plans were terminated with the adoption of the successor plans.

A participant in the plans generally may not receive plan awards covering an aggregate of more than 600,000 shares of common stock in any calendar year.
Additionally, awards granted under the plans may be conditioned upon the attainment of specified Company performance goals. The types of awards
included in the plans are restricted stock awards, restricted stock units, performance shares, or other share-based awards. In addition, shares are issued to
employees under the employee stock purchase plan (“ESPP”) that was approved by H2O America stockholders.

As of December 31, 2025, 2024 and 2023, 1,213,202, 1,142,770 and 1,080,759 shares have been issued pursuant to the plans, and 278,565, 191,177 and
150,704 shares are issuable upon the vesting of outstanding restricted stock units, performance-based stock units, and deferred restricted stock units for the
years ended 2025, 2024 and 2023, respectively. The remaining shares available for issuance under the plans are 862,815 as of December 31, 2025. The
compensation costs charged to income is recognized on a straight-line basis over the requisite service period.

A summary of compensation costs charged to income and proceeds from share-based compensation, which are recorded to additional paid-in capital and
common stock, by award type, are presented below for the years ended December 31:

2025 2024 2023

Compensation costs charged to income:
ESPP $ 360  557  378 
Restricted stock and deferred restricted stock 6,084  5,066  4,269 

Total compensation costs charged to income $ 6,444  5,623  4,647 
ESPP proceeds $ 2,131  2,188  2,141 

Restricted Stock and Deferred Restricted Stock

A summary of H2O America’s outstanding restricted and deferred restricted stock awards under the Plan as of December 31, 2025, and changes during the
year ended December 31, 2025, are presented below:

Units

Weighted-

Average Grant-


Date Fair Value

Outstanding as of January 1, 2025 191,177  $ 65.36 
Granted 175,037  48.65 
Issued (70,611) 63.53 
Forfeited (17,038) 58.29 

Outstanding as of December 31, 2025 278,565  $ 52.32 
Shares vested as of December 31, 2025 30,162  $ 79.89 

A summary of the status of H2O America’s nonvested restricted and deferred restricted stock awards under the plans as of December 31, 2025, and changes
during the year ended December 31, 2025, are presented below:

Units

Weighted-  Average
Grant-


Date Fair Value

Nonvested as of January 1, 2025 159,156  $ 64.30 
Granted 175,037  48.65 
Vested (76,725) 68.03 
Forfeited (9,065) 58.29 

Nonvested as of December 31, 2025 248,403  $ 52.34 

Total fair value of restricted stock awards for all plans that were vested for the years ended 2025, 2024 and 2023 were $1,478, $4,788 and $4,170,
respectively. As of December 31, 2025, the total unrecognized compensation costs related to restricted and
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deferred restricted stock plans amounted to $8,939. This cost is expected to be recognized over a weighted-average period of 1.14 years.

For the years ended December 31, 2025, 2024 and 2023, 29,413, 33,670 and 15,955, respectively, of performance-based and market-based restricted stock
awards were issued upon the attainment of certain performance metrics and service-based vesting under the Plan. Based upon actual attainment relative to
the target performance metric, the number of shares issuable can range between 0% to 150% of the target number of shares for performance-based
restricted stock awards, or between 0% and 200% of the target number of shares for market-based restricted stock awards. As of December 31, 2025, 7,805
performance-based and market-based restricted stock awards vested and 28,598 remained outstanding.

Employee Stock Purchase Plan

The ESPP allows eligible employees to purchase shares of H2O America’s common stock at 85% of the fair value of shares on the purchase date. Under
the ESPP, employees can designate up to a maximum of 10% of their base compensation for the purchase of shares of common stock, subject to certain
restrictions. A total of 500,000 shares of H2O America’s common stock have been reserved for issuance under the ESPP. The remaining shares available
for issuance under the ESPP are 406,286 as of December 31, 2025.

For the year ended December 31, 2025, 2024 and 2023, a total of 50,861, 42,853 and 34,122 shares, respectively, were issued under the ESPP. The plan has
no look-back provisions.

Note 13. Segment Reporting

H2O America’s single reportable segment provides water utility and utility-related services to its customers through H2O America’s subsidiaries, SJWC,
CWC, TWC, MWC, and Acequia, which are aggregated and referred to as “Water Utility Services.” Water Utility Services’ activities are water utility
operations with both regulated and non-tariffed businesses. Other business activities that do not comprise separately reportable segments primarily include
SJWC’s City of Cupertino service concession arrangement operations, property management and investment activity conducted by H2O America Land
Company and Chester Realty, Inc., contract water and sewer operations and other water-related services provided by NEWUS are referred to as “Other
Services.”

H2O America’s operating segments have been determined based on information used by the chief operating decision maker. H2O America’s chief
operating decision makers (“CODM”) include the Chair and Chief Executive Officer; the Chief Financial Officer and Treasurer; the President and Chief
Operating Officer; the President of Shared Services and Senior Vice President and Chief Administrative Officer; and the Vice President and General
Counsel. However, ultimate decision-making authority rests with the Chair and Chief Executive Officer. The CODM reviews financial information
presented on a consolidated basis that is accompanied by certain disaggregated information about operating revenue, expenses, net income, and total assets.
The CODM uses the net income to assess the financial performance of the segments and allocate resources (including employees, financial, or capital
resources) in the budgeting and forecasting process.

Previously, H2O America presented a separate reportable segment for Real Estate Services and also presented a disaggregation of regulated and non-
tariffed activities within the Water Utility Services reportable segment. Considering the sale of the Tennessee properties, as discussed in Note 2, which were
part of the Real Estate Services segment, management has updated its segment presentation and has recast the prior periods presented to conform with the
current period presentation. Under the current presentation, the activities of Water Utility Services previously presented as “non-tariffed” are generally
presented as “Other Services” along with the real estate activity. Certain allocated assets, such as goodwill, revenue and expenses have been included in the
reportable segment amounts. Certain corporate costs and expenses are not allocated to Water Utility Services or Other Services and are shown separately to
reconcile to the applicable consolidated amounts.
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  For the year ended December 31, 2025
Reportable Segment

  Water Utility Services Other Services (1)
Unallocated Corporate

(2) Consolidated

Operating revenue $ 787,099  13,491  —  800,590 

Less:
Production expenses 305,460  5,701  —  311,161 
Administrative and general 119,665  1,306  5,027  125,998 
Maintenance 30,124  2,771  —  32,895 
Property taxes and other non-income taxes 37,521  47  118  37,686 
Depreciation and amortization 114,286  121  916  115,323 
Interest on long-term debt and other interest expense 51,463  —  21,112  72,575 
Provision (benefit) for income taxes 19,928  1,371  (8,944) 12,355 
Other (3) (6,531) (587) (2,863) (9,981)
Net income (loss) $ 115,183  2,761  (15,366) 102,578 

Capital expenditures $ 519,753  —  —  519,753 

  For the year ended December 31, 2024
Reportable Segment

  Water Utility Services Other Services (1)
Unallocated Corporate

(2) Consolidated

Operating revenue $ 732,580  15,859  —  748,439 

Less:
Production expenses 286,763  5,259  —  292,022 
Administrative and general 97,420  2,632  5,778  105,830 
Maintenance 29,249  2,052  —  31,301 
Property taxes and other non-income taxes 35,223  317  388  35,928 
Depreciation and amortization 111,709  253  893  112,855 
Interest on long-term debt and other interest expense 47,485  521  23,384  71,390 
Provision (benefit) for income taxes 17,134  1,569  (9,733) 8,970 
Other (3) (920) 191  (3,095) (3,824)
Net income (loss) $ 108,517  3,065  (17,615) 93,967 

Capital expenditures $ 377,208  29  —  377,237 
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  For the year ended December 31, 2023
Reportable Segment

  Water Utility Services Other Services (1)
Unallocated Corporate

(2) Consolidated

Operating revenue $ 652,045  18,318  —  670,363 

Less:
Production expenses 251,898  4,302  —  256,200 
Administrative and general 93,255  2,777  2,624  98,656 
Maintenance 23,972  1,757  —  25,729 
Property taxes and other non-income taxes 33,469  926  80  34,475 
Depreciation and amortization 104,329  646  893  105,868 
Interest on long-term debt and other interest expense 42,743  329  23,072  66,144 
Provision (benefit) for income taxes 11,293  2,213  (7,550) 5,956 
Other (3) (4,279) (121) (3,252) (7,652)
Net income (loss) $ 95,365  5,489  (15,867) 84,987 

Capital expenditures $ 288,627  24,244  —  312,871 

___________________________________
(1)    The “Other Services” category includes the accounts of H2O America Land Co, Chester Reality, Inc., SJWC’s Cupertino service concession arrangement operations, TWOS, TWR, and

NEWUS, on a stand-alone basis.
(2)    The “Unallocated Corporate” category includes the accounts of H2O America, H2O America NE LLC, H2O America TX Holdings, Inc., CTWS, NWU on a stand-alone basis.
(3)    Primarily comprised of pension non-service credit (cost) and items of miscellaneous non-operating income (expense).

H2O America’s assets for the Water Utility Services reportable segment and all other are as follows as of December 31:
2025 2024

Water Utility Services (reportable segment) $ 5,054,235  4,567,182 
Other Services 26,707  25,053 
Unallocated Corporate 68,624  66,074 

Total assets $ 5,149,566  4,658,309 

Note 14. Acquisitions

Quadvest acquisition

On July 7, 2025, the Company, through its indirect subsidiary, TWC, entered into an asset purchase agreement (the “Regulated Business APA”)”, with
Quadvest, L.P. (“Quadvest Retail”) and the Company, as guarantor, pursuant to which, and subject to the terms and conditions set forth therein, Quadvest
Retail has agreed to sell, and TWC has agreed to acquire, substantially all of the assets of Quadvest L.P. related to the operation of Quadvest L.P.’s water
and sewer utility business at a purchase price consisting of a base amount of $483,600, with certain adjustments based on capital expenditures (the
“Regulated Business Transaction”). The Regulated Business Transaction will be subject to the satisfaction of various closing conditions set forth in the
Regulated Business APA, including satisfaction of the closing conditions with respect to the Wholesale Business Transaction described below.

Concurrently on July 7, 2025, the Company, its indirect subsidiaries, TWOS and TWC (together with the Company and TWOS, the “Purchasers”), entered
into another asset purchase agreement (the “Wholesale Business APA”), with Quadvest Retail and its affiliate, Quadvest Wholesale, LLC, (“Quadvest
Wholesale”) pursuant to which, and subject to the terms and conditions set forth therein, Quadvest Wholesale has agreed to sell, and TWOS has agreed to
acquire substantially all of the assets of Quadvest Wholesale related to the operation of Quadvest Wholesale’s wholesale water and sewer business at a
purchase price consisting of a base amount of $56,400, with certain adjustments based on capital expenditures (the “Wholesale Business
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Transaction”). The Wholesale Business Transaction will be subject to the satisfaction of various closing conditions set forth in the Wholesale Business
APA, including the simultaneous closing of the Regulated Business Transaction described above.

On July 9, 2025, TWC filed a request with the PUCT to use FMV to support its acquisition of Quadvest Retail. On August 7, 2025, the PUCT appointed
three appraisers to determine the FMV. In December 2025, TWC received the appraised FMV from the PUCT-appointed appraisers for the assets of
Quadvest Retail. In accordance with Texas’ FMV statute, the purchase price of $483.6 million will serve as the ratemaking rate base. TWC filed its STM
application with the PUCT in January 2026.

Note 15. Subsequent Event

None.
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FINANCIAL STATEMENT SCHEDULE
Schedule I

H2O America (Parent Only)
CONDENSED BALANCE SHEETS

(in thousands, except share and per share data)

  December 31,
  2025 2024

Assets
Investments in subsidiaries $ 2,037,519  1,877,922 

Current assets:
Cash and cash equivalents 175  1,306 
Intercompany receivables 6,680  1,473 
Intercompany notes receivable 102,780  74,119 
Other current assets 4,372  1,177 

Total current assets 114,007  78,075 
Other assets

Other 287  222 
Total other assets 287  222 

Total assets $ 2,151,813  1,956,219 

Capitalization and Liabilities
Capitalization:

Stockholders’ equity:
Common stock, $0.001 par value; authorized 70,000,000 shares in 2025 and 2024; issued and outstanding
36,118,242 shares in 2025 and 33,629,169 shares in 2024 $ 36  34 
Additional paid-in capital 958,188  827,796 
Retained earnings 581,080  537,184 
Accumulated other comprehensive income 1,467  1,960 

Total stockholders’ equity 1,540,771  1,366,974 
Long-term debt, less current portion 557,832  557,430 

Total capitalization 2,098,603  1,924,404 
Current liabilities:

Line of credit 11,000  3,000 
Intercompany payables —  2,210 
Intercompany notes payable 966  — 
Accounts payable 3,274  1,588 
Accrued interest 3,258  3,224 
Income tax payable 31,661  16,871 
Other current liabilities 408  765 

Total current liabilities 50,567  27,658 
Deferred income taxes 815  2,488 
Other noncurrent liabilities 1,828  1,669 
Total capitalization and liabilities $ 2,151,813  1,956,219 

See Accompanying Notes to Schedule I
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FINANCIAL STATEMENT SCHEDULE
Schedule I

H2O America (Parent Only)
CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

Years ended December 31 (in thousands)

2025 2024 2023

Operating revenue $ —  —  — 
Operating expense:

Administrative and general 4,664  5,568  2,239 
Property taxes and other non-income taxes 118  388  80 

Total operating expense 4,782  5,956  2,319 
Operating loss (4,782) (5,956) (2,319)
Other (expense) income:

Interest on long-term debt and other interest expense (17,862) (18,022) (17,692)
Interest income on intercompany notes receivable 6,292  6,756  3,862 
Other, net (4,613) (3,456) 1,034 
Loss before income taxes and equity earnings from subsidiaries (20,965) (20,678) (15,115)
Income tax benefit (6,015) (5,727) (4,294)
Equity earnings from subsidiaries, net of taxes 117,528  108,918  95,808 

H2O America net income 102,578  93,967  84,987 
Other comprehensive income, net (493) 169  314 

H2O America comprehensive income $ 102,085  94,136  85,301 

See Accompanying Notes to Schedule I
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FINANCIAL STATEMENT SCHEDULE
Schedule I

H2O America (Parent Only)
CONDENSED STATEMENTS OF CASH FLOWS

Years ended December 31 (in thousands)

2025 2024 2023
Operating activities:

Net income $ 102,578  93,967  84,987 
Adjustments to reconcile net income to net cash used in operating activities:

Earnings from investment in subsidiaries (117,666) (108,918) (95,808)
Deferred income taxes (1,644) (618) 718 
Stock-based compensation 842  687  696 

Changes in operating assets and liabilities, net of acquired assets and liabilities:
Accounts payable and other current liabilities 1,329  1,724  281 
Intercompany receivables (18,387) (652) (6,018)
Tax payable and other accrued taxes 14,761  452  1,550 
Accrued interest 34  (31) 47 
Return on capital from investments in subsidiaries 59,400  90,600  50,550 
Proceeds from litigation settlement, net —  —  — 
Other changes, net (2,677) 532  607 

Net cash provided by operating activities 38,570  77,743  37,610 
Investing activities:

Proceeds to subsidiaries for notes receivable (237,246) (173,374) (148,392)
Repayments from subsidiaries for notes receivable 208,585  169,001  91,740 
Investments in subsidiaries (84,037) (97,000) (25,500)

Net cash used in investing activities (112,698) (101,373) (82,152)
Financing activities:

Borrowings from subsidiaries for notes payable 1,121  27,098  700 
Repayments to subsidiaries for notes payable (155) (28,824) (3,140)
Borrowings from lines of credit 133,000  35,000  10,000 
Repayments of lines of credit (125,000) (42,000) — 
Issuance of common stock, net of issuance costs 122,808  85,008  80,659 
Proceeds from litigation settlement, net —  —  — 
Debt issuance costs (132) (82) (46)
Dividends paid (58,645) (52,132) (47,905)

Net cash provided (used in) by financing activities 72,997  24,068  40,268 
Net change in cash and cash equivalents (1,131) 438  (4,274)
Cash and cash equivalents, beginning of year 1,306  868  5,142 
Cash and cash equivalents, end of year $ 175  1,306  868 
Cash paid (refunded) during the year for:

Interest $ 17,713  17,919  17,465 
Income taxes $ (9,676) —  (4,870)

Supplemental disclosure of non-cash activities:
Share-based compensation from investment in subsidiaries $ 6,707  5,879  3,778 

See Accompanying Notes to Schedule I
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FINANCIAL STATEMENT SCHEDULE
Schedule I

H2O America (Parent Only)
NOTES TO CONDENSED FINANCIAL STATEMENTS

Years ended December 31, 2025, 2024 and 2023
(Dollars in thousands, except share and per share data)

Financing Activities

See Note 5, “Lines of Credit” and Note 6, “Long-term Debt” for additional information on H2O America’s revolving credit facility and outstanding debt.

The following is a table of the H2O America’s schedule of principal payments on long-term debt:
Year

2026 $ — 
2027 — 
2028 — 
2029 310,000 
2030 50,000 
Thereafter 200,000 

Restrictions on Dividends and Other Distributions

H2O America is a legal entity separate and distinct from its various subsidiaries. As a holding company with no significant operations of its own, H2O
America’s principal sources of funds are dividends or other distributions from its operating subsidiaries, borrowings and the issuance of equity. The rights
of H2O America and, consequently, its creditors and shareholders, to participate in any distribution of assets of any of its subsidiaries are subject to certain
prior claims of creditors of such subsidiary.

The abilities of certain of H2O America’s subsidiaries to transfer funds to H2O America in the form of cash dividends, loans or advances are subject to
certain contractual and regulatory restrictions. H2O America and its subsidiaries are subject to debt covenants that could limit their respective abilities to
pay dividends. For a discussion on these covenants, see Note 6, “Long-term Debt” to H2O America and Subsidiaries Notes to Consolidated Financial
Statements. In addition, CTWS and its regulated subsidiaries are prohibited from paying dividends if not in compliance with minimum equity requirements
under commitments made by H2O America as part of the approval granted by the PURA and the Maine Public Utilities Commission in connection with the
acquisition of CTWS.

As of December 31, 2025, the restricted net assets of H2O America’s subsidiaries were approximately $501,724 or 33% of consolidated net assets of H2O
America.
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H2O America and Subsidiaries
FINANCIAL STATEMENT SCHEDULE

Schedule II
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Years ended December 31, 2025, 2024 and 2023
(in thousands)

Description 2025 2024 2023

Allowance for doubtful accounts:
Balance, beginning of period $ 1,172  6,551  5,753 
(Credited) charged to expense 3,636  (1,338) 3,594 
(Credited) charged to regulatory asset —  (3,960) 1,628 
Accounts written off (5,179) (3,874) (5,479)
Recoveries of accounts written off 1,093  3,793  1,055 
Balance, end of period $ 722  1,172  6,551 

Reserve for litigation and claims:
Balance, beginning of period $ 615  1,888  1,768 
Charged to expense 97  206  971 
Revision to accrual, due to settlements 114  (39) (166)
Payments (411) (1,440) (685)
Balance, end of period $ 415  615  1,888 

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of Disclosure Control and Procedures

H2O America’s management, with the participation of its Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of H2O
America’s disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, the
“Exchange Act”), as of the end of the period covered by this report. Based on that evaluation, the Chief Executive Officer and Chief Financial Officer
concluded that H2O America’s disclosure controls and procedures as of the end of the period covered by this report have been designed and are functioning
effectively to provide reasonable assurance that the information required to be disclosed by H2O America in the reports that it files or submits 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 management, including our Chief Executive Officer and Chief Financial Officer, or persons performing similar
functions, as appropriate to allow timely decisions regarding required disclosure. H2O America believes that a control system, no matter how well designed
and operated, cannot provide absolute assurance that the objectives of the control system are met, and no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, within a company have been detected.

Management’s Report on Internal Control over Financial Reporting

H2O America’s management is responsible for establishing and maintaining an adequate internal control structure over financial reporting and for an
assessment of the effectiveness of internal control over financial reporting, as such items are defined in Rule 13a-15(f) and 15d-15(f) under the Exchange
Act.

Management has utilized the criteria established in “Internal Control-Integrated Framework (2013)” issued by the Committee of Sponsoring Organizations
of the Treadway Commission to evaluate the effectiveness of internal control over financial reporting.
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H2O America’s management has performed an assessment of the effectiveness of internal control over financial reporting as of December 31, 2025. Based
on this assessment, management has concluded H2O America’s internal control over financial reporting as of December 31, 2025 was effective.

Our independent registered public accounting firm, DELOITTE & TOUCHE LLP (PCAOB ID No. 34), has issued an auditors’ report on the effectiveness
of our internal control over financial reporting, which is included in Item 8 of this report.

Changes in Internal Controls

There has been no change in internal control over financial reporting during the fourth fiscal quarter of 2025 that has materially affected, or is reasonably
likely to materially affect, the internal controls over financial reporting of H2O America.

Item 9B. Other Information

H2O America intends to post information about the operating and financial performance of H2O America and its subsidiaries on its website www.h2o-
america.com from time to time. The content of H2O America’s website is not incorporated by reference to or part of this report.

a. There is no information that was required to be disclosed in a report on Form 8-K during the fourth quarter of 2025 but was not reported.

b. In the quarter ended December 31, 2025, none of our directors or officers (as defined in Rule 16a-1(f) of the Exchange Act) adopted or terminated a
plan for the purchase or sale of our securities intended to satisfy the affirmative defense conditions of Rule 10b5-1(c) or a non-Rule 10b5-1 trading
arrangement for the purchase or sale of our securities, within the meaning of Item 408 of Regulation S-K.

Appointment of New Director

On February 25, 2026, the Board of Directors (the “Board”) of H2O America increased the size of the Board from nine to ten directors, effective as of
March 1, 2026, and upon the recommendation of the Nominating and Governance Committee of the Board, appointed Nick O. Rowe to serve as a member
of the Board, effective March 1, 2026. In connection with his appointment, the Board also appointed Mr. Rowe to serve as a member of each of the Board’s
Sustainability Committee and Finance Committee.

Mr. Rowe is President of N.O.R. Solutions LLC, a leadership coaching and training firm. He previously served as Senior Vice President of American Water
Works Company, Inc., where he was employed from September 1987 until his retirement in May 2022.

In connection with his service as a non-employee director, Mr. Rowe will receive compensation and participate in the Company’s Second Amended and
Restated Formulaic Equity Award Program for Non-Employee Board Members implemented under the Company’s 2023 Long-Term Incentive Plan, as
described in the Company’s form 10-K filed with the Securities and Exchange Commission on February 28, 2025.

In addition, the Company has entered into a director and officer indemnification agreement with Mr. Rowe in the form attached as Exhibit 10.1 to the
Company’s Form 8-K filed with the SEC on November 15, 2016.

Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspection

None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this item is contained in part under the caption “Executive Officers of the Registrant” in Part I, Item 1, of this report, and in
H2O America’s Proxy Statement for its 2026 Annual Meeting of Stockholders (the “2026 Proxy Statement”) under the captions “PROPOSAL 1
ELECTION OF DIRECTORS,” and is incorporated herein by reference.

Insider Trading Policy

We have adopted the Insider Trading Policy of H2O America and its subsidiaries, which governs, among other things, the purchase, sale and/or other
disposition of our securities by our directors, officers and employees, as well as by the Company
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itself, that we believe is reasonably designed to promote compliance with insider trading laws, rules and regulations, and Nasdaq Global Market listing
standards. A copy of the Insider Trading Policy is filed as Exhibit 19.1 to this Annual Report on Form 10-K.

Item 11. Executive Compensation

The information required by this item is contained in the 2026 Proxy Statement under the captions “Compensation of Directors,” “EXECUTIVE
COMPENSATION AND RELATED INFORMATION,” “Compensation Committee Interlocks and Insider Participation,” and “COMMITTEE REPORTS”
and is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item is contained in the 2026 Proxy Statement under the captions “Security Ownership of Certain Beneficial Owners and
Management” and “Securities Authorized for Issuance under Equity Compensation Plans” and is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item is contained in the 2026 Proxy Statement under the caption “CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS” and “Director Independence” and is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

The information required by this item is contained in the 2026 Proxy Statement under the caption “Principal Independent Accountants’ Fees and Services”
and is incorporated herein by reference.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

  Page

(a)(1)    Financial Statements
Report of Independent Registered Public Accounting Firm 52
Consolidated Balance Sheets as of December 31, 2025 and 2024 55
Consolidated Statements of Comprehensive Income for the Years ended December 31, 2025, 2024 and 2023 57
Consolidated Statements of Changes in Stockholders’ Equity for the Years ended December 31, 2025, 2024 and 2023 58
Consolidated Statements of Cash Flows for the Years ended December 31, 2025, 2024 and 2023 59
Notes to Consolidated Financial Statements 60

(a)(2)    Financial Statement Schedule
Condensed Financial Information for H2O America (Parent Only), Years ended December 31, 2025, 2024 and 2023 90
Valuation and Qualifying Accounts and Reserves, Years ended December 31, 2025, 2024 and 2023 94

All other schedules are omitted as the required information is inapplicable or the information is presented in the consolidated financial statements or related
notes.

(a)(3)    Exhibits required to be filed by Item 601 of Regulation S-K.

See Exhibit Index located immediately following this Item 15.

The exhibits filed herewith are attached hereto (except as noted) and those indicated on the Exhibit Index, which are not filed herewith, were previously
filed with the Securities and Exchange Commission as indicated.
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EXHIBIT INDEX

Exhibit No. Description

3.1 Certificate of Amendment of the Certificate of Incorporation of SJW Group, dated May 5, 2025. Incorporated by
reference to Exhibit 3.1 to Form 8-K filed on May 7, 2025.

3.2 Amended and Restated Bylaws of H2O America. Incorporated by reference to Exhibit 3.2 to Form 10-Q filed on July
28, 2025.

4.1 Instruments Defining the Rights of Security Holders, including Indentures: H2O America hereby agrees to furnish
upon request to the Commission a copy of each such instrument defining the rights of holders of unregistered senior
and subordinated debt of H2O America.

4.2 Indenture dated as of June 1, 2010 between San Jose Water Company and Wells Fargo Bank, National Association.
Incorporated by reference to Exhibit 4.1 to Form 10-Q for the quarter ended June 30, 2010.

4.3 Indenture dated as of December 1, 2016, by and between California Pollution Control Financing Authority and The
Bank of New York Mellon Trust Company, N.A. relating to the Bond. SJW Group agrees to furnish to the
Commission upon request a copy of such agreement which it has elected not to file under the provisions of
Regulation S-K 601(b)(4)(iii).

4.4 Description of H2O America’s capital stock registered under section 12 of the Securities Exchange Act of 1934.
Incorporated by reference to Exhibit 4.5 to Form 10-K for the year ended December 31, 2024..

10.1 Water Supply Contract dated January 27, 1981, between San Jose Water Works and the Santa Clara Valley
Water District, as amended. Incorporated by reference to Exhibit 10.1 to Form 10-K for the year ended
December 31, 2001.

10.2 Credit Agreement, dated September 12, 2025, between H2O America, San Jose Water Company, SJWTX, Inc., The
Connecticut Water Company, and The Maine Water Company, JPMorgan Chase Bank, N.A., as administrative agent
and a lender, and Wells Fargo Bank, National Association, as Administrative Agent, and the other lenders party
thereto. Incorporated by reference to Exhibit 10.1 to Form 8-K filed on September 16, 2025.

10.3 Loan Agreement dated as of June 1, 2010 between the California Pollution Control Financing Authority and San Jose
Water Company. Incorporated by reference to Exhibit 10.3 to Form 10-Q for the quarter ended June 30, 2010.

10.4 Grantor Trust Agreement by and between San Jose Water Company and Wells Fargo Bank, National Association
dated November 2, 2012. Incorporated by reference as Exhibit 10.4 to Form 10-K for the year ended December 31,
2012.

10.5 Loan Agreement dated as of December 1, 2016 between the California Pollution Control Financing Authority and
San Jose Water Company. Incorporated by reference to Exhibit 10.7 to Form 10-K for the year ended December 31,
2016.

10.6 Bond Purchase Contract dated June 9, 2010 among Goldman, Sachs & Co., the Honorable Bill Lockyer, Treasurer of
the State of California, the California Pollution Control Financing Authority and San Jose Water Company.
Incorporated by reference to Exhibit 10.4 to Form 10-Q for the quarter ended June 30, 2010.

10.7 Bond Purchase Contract dated December 15, 2016 among Morgan Stanley & Co. LLC, RBC Capital Markets, LLC,
the Honorable John Chiang, Treasurer of the State of California, the California Pollution Control Financing
Authority and San Jose Water Company. Incorporated by reference to Exhibit 10.9 to Form 10-K for the year ended
December 31, 2016.

10.8 Note Agreement between SJW Corp. and the Prudential Insurance Company of America, dated June 30, 2011.
Incorporated by reference as Exhibit 10.3 to Form 8-K filed on July 7, 2011.

10.9 Note Agreement between San Jose Water Company and John Hancock Life Insurance Company (U.S.A.) and John
Hancock Life Insurance Company of New York, dated January 24, 2014. Incorporated by reference as Exhibit 10.1
to Form 8-K filed on January 29, 2014.
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10.10 Note Purchase Agreement among San Jose Water Company and certain affiliates of MetLife, Inc., Brighthouse
Financial, Inc. and New York Life Insurance Company, dated March 28, 2019. Incorporated by reference to Exhibit
10.1 to Form 8-K filed on March 28, 2019.

10.11 Note Purchase Agreement among SJW Group and Purchasers listed therein, dated October 8, 2019, along with the
forms of senior notes. Incorporated by reference to Exhibit 10.1 to the Form 8-K filed on October 9, 2019.

10.12 San Jose Water Company Executive Supplemental Retirement Plan, as Amended and Restated on January 25, 2012,
effective January 1, 2012. Incorporated by reference as Exhibit 10.20 to Form 10-K for the year ended December 31,
2011. (2)

10.13 First Amendment to the San Jose Water Company Executive Supplemental Retirement Plan effective November 15,
2016. Incorporated by reference to Exhibit 10.14 to the Form 10-K for the year ended December 31, 2016. (2)

10.14 Second Amendment to the San Jose Water Company Executive Supplemental Retirement Plan effective October 9,
2019. Incorporated by reference to Exhibit 10.5 to the Form 8-K filed on October 9, 2019. (2)

10.15 Third Amendment to the San Jose Water Company Executive Supplemental Retirement Plan effective January 1,
2026. (1) (2).

10.16 San Jose Water Company Cash Balance Executive Supplemental Retirement Plan, as Amended and Restated on
January 25, 2012, effective January 1, 2012. Incorporated by reference as Exhibit 10.23 to Form 10-K for the year
ended December 31, 2011. (2)

10.17 First Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan effective
as of October 30, 2013. Incorporated by reference as Exhibit 10.15 to Form 10-K for the year ended December 31,
2013. (2)

10.18 Second Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan
effective as of January 31, 2014. Incorporated by reference as Exhibit 10.2 to Form 8-K filed on January 30, 2014.
(2)

10.19 Third Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan effective
November 15, 2016. Incorporated by reference to Exhibit 10.18 to Form 10-K for the year ended December 31,
2016. (2)

10.20 Fourth Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan effective
November 6, 2017. Incorporated by reference to Exhibit 10.5 to the Form 10-Q for the quarter ended September 30,
2017. (2)

10.21 Fifth Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan effective
October 24, 2018. Incorporated by reference as Exhibit 10.21 to Form 10-K for the year ended December 31, 2018.
(2)

10.22 Sixth Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan effective
October 9, 2019. Incorporated by reference as Exhibit 10.4 to Form 8-K filed on October 9, 2019. (2)

10.23 Seventh Amendment to the San Jose Water Company Cash Balance Executive Supplemental Retirement Plan
effective January 1, 2026. (1)(2)

10.24 SJW Corp. Long-Term Incentive Plan, as amended and restated on July 29, 2015. Incorporated by reference as
Exhibit 10.1 to Form 10-Q filed for the quarter ended September 30, 2015. (2)

10.25 First Amendment to the SJW Group Long-Term Incentive Plan dated November 15, 2016. Incorporated by reference
to Exhibit 10.21 to Form 10-K for the year ended December 31, 2016. (2)

10.26 Second Amendment to the SJW Group Long-Term Incentive Plan dated October 28, 2020. Incorporated by reference
as Exhibit 10.1 to Form 10-Q filed for the quarter ended September 30, 2020. (2)

10.27 Third Amendment to the SJW Group Long-Term Incentive Plan dated January 28, 2021. Incorporated by reference to
Exhibit 10.31 to Form 10-K for the year ended December 31, 2020. (2)
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10.28 Employment Agreement of Mr. Eric W. Thornburg dated September 26, 2017, together with Exhibit A (Form of
Restricted Stock Unit Issuance Agreement - Initial Time-Based Grant), Exhibit B (Form of Restricted Stock Issuance
Agreement - Special Time-Based Grant), and Exhibit C (Form of Confidential Settlement Agreement and Release).
Incorporated by reference to Exhibit 10.3 to Form 10-Q for the quarter ended September 30, 2017. (2)

10.29 First Amendment dated December 31, 2019, to the Employment Agreement of Eric W. Thornburg dated September
26, 2017. Incorporated by reference to Exhibit 10.1 to the Form 8-K filed on January 7, 2020. (2)

10.30 Amended and Restated H2O America Executive Officer Short-Term Incentive Plan, effective October 24, 2025.
Incorporated by reference to Exhibit 10.2 to Form 10-Q for the quarter ended September 30, 2025.

10.31 Amended and Restated Executive Severance Plan dated October 26, 2022. Incorporated by reference as Exhibit 10.1
to Form 8-K filed on October 28, 2022. (2)

10.32 San Jose Water Company Special Deferral Election Plan, as amended and restated, effective January 1, 2013.
Incorporated by reference as Exhibit 10.36 to Form 10-K for the year ended December 31, 2012. (2)

10.33 First Amendment to the Special Deferral Election Plan effective November 15, 2016. Incorporated by reference as
Exhibit 10.37 to Form 10-K for the year ended December 31, 2016. (2)

10.34 SJW Corp. Amended and Restated Deferred Restricted Stock Program, effective January 1, 2008. Incorporated by
reference as Exhibit 10.1 to Form 10-Q for the quarter ended March 31, 2008. (2)

10.35 First Amendment to the Amended and Restated Deferred Restricted Stock Program dated November 15, 2016.
Incorporated by reference as Exhibit 10.39 to Form 10-K for the year ended December 31, 2016. (2)

10.36 SJW Group Deferral Election Program for Non-Employee Board Members as amended and restated effective
February 26, 2025. Incorporated by reference to Exhibit 10.36 to Form 10-K for the year ended December 31, 2024.
(2)

10.37 Form of SJW Group Restricted Stock Unit Award Agreement for Non-Employee Board Members. Incorporated by
reference as Exhibit 10.1 to Form 10-Q for the quarter ended June 30, 2017. (2)



10.38 Form of SJW Group Restricted Stock Unit Issuance Agreement (TSR Goals). Incorporated by reference to Exhibit

10.38 to Form 10-K for the year ended December 31, 2024. (2)

10.39 Form of SJW Group Restricted Stock Unit Issuance Agreement. Incorporated by reference as Exhibit 10.52 to Form
10-K for the year ended December 31, 2016. (2)

10.40 Form of SJW Group Restricted Stock Unit Issuance Agreement (ROE Goal). Incorporated by reference to Exhibit
10.40 to Form 10-K for the year ended December 31, 2024. (2)

10.41 Form of H2O America Restricted Stock Unit Issuance Agreement - Customer Affordability (1)(2)

10.42 Form of Director and Officer Indemnification Agreement between SJW Group and its officers and Board members.
Incorporated by reference to Exhibit 10.1 to Form 8-K filed on November 15, 2016. (2)

10.43 Trust Agreement for The Connecticut Water Company Welfare Benefits Plan (VEBA) dated January 1, 1989.
Incorporated by reference to Exhibit 10.21 to Connecticut Water Service, Inc.’s Form 10-K for the year ended
December 31, 1989. (2)

10.44 Amended and Restated Supplemental Executive Retirement Agreement dated January 24, 2008 between The
Connecticut Water Company and Eric W. Thornburg. Incorporated by reference to Exhibit 10.73 to Form 10-K for
the year ended December 31, 2020 (2)

10.45 Amended and Restated Supplemental Executive Retirement Agreement dated November 15, 2017 between The
Connecticut Water Company and Kristen A. Johnson. Incorporated by reference to Exhibit 10.75 to Form 10-K for
the year ended December 31, 2019. (2)

10.46 Amendment to the Amended and Restated Supplemental Executive Retirement Agreement effective as of November
1, 2019 between Kristen A. Johnson and The Connecticut Water Company. Incorporated by reference to Exhibit
10.77 to Form 10-K for the year ended December 31, 2019. (2)
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10.47 Grantor Trust Agreement dated May 1, 2017, between Connecticut Water Service, Inc. and Matrix Trust Company.
Incorporated by reference to Exhibit 10.78 to Form 10-K for the year ended December 31, 2019. (2)

10.48 Deferred Compensation Agreement dated December 8, 2011 between The Connecticut Water Company and Eric W.
Thornburg. Incorporated by reference to Exhibit 10.78 to Form 10-K for the year ended December 31, 2020. (2)

10.49 Amended and Restated Deferred Compensation Agreement, effective January 1, 2011, between The Connecticut
Water Company and Kristen A. Johnson. Incorporated by reference to Exhibit 10.80 to Form 10-K for the year ended
December 31, 2019. (2)

10.50 First Amendment to the Amended and Restated Deferred Compensation Agreement, dated as of December 1, 2011,
among Kristen A. Johnson and The Connecticut Water Company. Incorporated by reference to Exhibit 10.82 to Form
10-K for the year ended December 31, 2019. (2)

10.51 Second Amendment to the Amended and Restated Deferred Compensation Agreement, dated as of December 20,
2016, between the Connecticut Water Company and Kristen A. Johnson. Incorporated by reference to Exhibit 10.86
to Form 10-K for the year ended December 31, 2019. (2)

10.52 Connecticut Water Company Deferred Compensation Plan, effective January 1, 2017. Incorporated by reference to
Exhibit 10.1 to Connecticut Water Service, Inc.’s Form 8-K filed on December 16, 2016. (2)

10.53 First Amendment, effective October 9, 2019, to the Connecticut Water Company Deferred Compensation Plan, dated
January 1, 2017. Incorporated by reference to Exhibit 10.89 to Form 10-K for the year ended December 31, 2019. (2)

10.54 Second Amendment, effective October 9, 2019, to the Connecticut Water Company Deferred Compensation Plan,
dated January 1, 2017. Incorporated by reference to Exhibit 10.90 to Form 10-K for the year ended December 31,
2019. (2)

10.55 Third Amendment, effective July 28, 2021, to the Connecticut Water Company Deferred Compensation Plan, dated
January 1, 2017. Incorporated by reference as Exhibit 10.2 to Form 10-Q for the quarter ended June 30, 2021. (2)

10.56 Amended and Restated Employment Agreement, dated December 30, 2008, among The Connecticut Water
Company, Connecticut Water Service, Inc., and Kristen A. Johnson. Incorporated by reference to Exhibit 10.94 to
Form 10-K for the year ended December 31, 2019. (2)

10.57 First Amendment to Amended and Restated Employment Agreement, dated March 8, 2013, among The Connecticut
Water Company, Connecticut Water Service, Inc. and Kristen A. Johnson. Incorporated by reference to Exhibit 10.17
to Connecticut Water Service, Inc.’s Form 10-K for the year ended December 31, 2012. (2)

10.58 Form of Second Amendment to Employment Agreement, dated April 2014, among The Connecticut Water
Company, Connecticut Water Service, Inc. and Kristen A. Johnson. Incorporated by reference to Exhibit 10.2 to
Connecticut Water Service, Inc.'s Form 8-K filed on April 3, 2014. (2)

10.59 Third Amendment to the Amended and Restated Employment Agreement, effective as of November 1, 2019, among
The Connecticut Water Company, Connecticut Water Service, Inc. and Kristen A. Johnson. Incorporated by reference
to Exhibit 10.97 to Form 10-K for the year ended December 31, 2019. (2)

10.60 Amended and Restated Director Compensation and Expense Reimbursement Policies effective March 3, 2025.
Incorporated by reference to Exhibit 10.1 to Form 10-Q for the quarter ended March 31, 2025.



10.61 Second Amended and Restated Formulaic Equity Award Program for Non-Employee Board Members effective as of
December 12, 2024. Incorporated by reference to Exhibit 10.60 to Form 10-K for the year ended December 31, 2024.

10.62 Employment Agreement, dated April 1, 2014, among The Connecticut Water Company, Connecticut Water Service,
Inc. and Craig J. Patla. Incorporated by reference to Exhibit 10.85 to the Form 10-K filed on February 24, 2023. (2)
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10.63 First Amendment to Employment Agreement, effective as of January 18, 2020, among The Connecticut Water
Company, Connecticut Water Service, Inc. and Craig J. Patla. Incorporated by reference to Exhibit 10.86 to the Form
10-K filed on February 24, 2023. (2)

10.64 Second Amendment to Employment Agreement, effective as of January 1, 2023, among The Connecticut Water
Company, Connecticut Water Service, Inc. and Craig J. Patla. Incorporated by reference to Exhibit 10.87 to the Form
10-K filed on February 24, 2023. (2)

10.65 SJW Group 2023 Long-Term Incentive Plan. Incorporated by reference to Appendix I to the Proxy Statement filed
on March 9, 2023. (2)

10.66 SJW Group 2023 Employee Stock Purchase Plan. Incorporated by reference to Appendix II to the Proxy Statement
filed on March 9, 2023. (2)

10.67 Amended and Restated Credit Agreement, dated September 12, 2025, between H2O America, San Jose Water
Company, SJWTX, Inc., The Connecticut Water Company, and The Maine Water Company, JPMorgan Chase Bank,
N.A., as administrative agent and a lender, and Wells Fargo Bank, National Association, as Administrative Agent,
and the other lenders party thereto. Incorporated by reference to Exhibit 10.1 to Form 8-K filed on September 16,
2025.

10.68 Equity Distribution Agreement, dated October 29, 2024, by and among SJW Group, BofA Securities, Inc.,
J.P.Morgan Securities LLC, RBC Capital Markets, LLC and Wells Fargo Securities, LLC. Incorporated by reference
to Exhibit 1.1 to Form 8-K dated October 30, 2024.

10.69 Asset Purchase Agreement, dated July 7, 2025, by and among Quadvest, L.P., SJWTX, Inc., and H2O America.
Incorporated by reference to Exhibit 2.1 to Form 8-K filed on July 8, 2025.

10.70 Asset Purchase Agreement, dated July 7, 2025, by and among Quadvest Wholesale, LLC, Quadvest, L.P., Texas
Water Operation Services, LLC, SJWTX, Inc., and H2O America. Incorporated by reference to Exhibit 2.2 to Form
8-K filed on July 8, 2025.

19.1 H2O America Insider Trading Policy. (1)

21.1 Subsidiaries of H2O America. (1)

23.1 Consent of Deloitte & Touche LLP. (1)

31.1 Certification Pursuant to Rule 13a-14(a)/15d-14(a) by President and Chief Executive Officer. (1)

31.2 Certification Pursuant to Rule 13a-14(a)/15d-14(a) by Chief Financial Officer and Treasurer. (1)

32.1 Certification Pursuant to 18 U.S.C. Section 1350 by President and Chief Executive Officer, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002. (1)

32.2 Certification Pursuant to 18 U.S.C. Section 1350 by Chief Financial Officer and Treasurer, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002. (1)

97.1 SJW Group Clawback Policy. Incorporated by reference to Exhibit 97.1 to Form 10-K for the year ended December
31, 2023. (2)

101.INS XBRL Instance Document - the instance document does not appear in the interactive data file because its XBRL tags
are embedded within the inline XBRL document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF XBRL Taxonomy Extension Definition Linkbase Document

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document
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(1) Filed currently herewith.
(2) Management contract or compensatory plan or agreement.
(3) Pursuant to Item 601(b)(2) of Regulation S-K, certain exhibits and schedules have been omitted. The registrant
hereby agrees to furnish supplementally a copy of any omitted exhibit or schedule to the SEC upon request.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of 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.
 

  H2O AMERICA
Date: February 26, 2026 By /s/ Andrew F. Walters

ANDREW F. WALTERS,
Chief Executive Officer and

Chair of the Board
(Principal executive officer)

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.

Date: February 26, 2026 By /s/ Andrew F. Walters
ANDREW F. WALTERS,


Chief Executive Officer and
Chair of the Board

(Principal executive officer)

Date: February 26, 2026 By /s/ Ann P. Kelly
ANN P. KELLY,

Chief Financial Officer and Treasurer
(Principal financial officer)

Date: February 26, 2026 By /s/ Megan Mattern
MEGAN MATTERN,

Chief Accounting Officer
(Principal accounting officer)

Date: February 26, 2026 By /s/ Carl Guardino
CARL GUARDINO,


Member, Board of Directors

Date: February 26, 2026 By /s/ Mary Ann Hanley
MARY ANN HANLEY,


Member, Board of Directors

Date: February 26, 2026 By /s/ Heather Hunt
HEATHER HUNT,


Member, Board of Directors

Date: February 26, 2026 By /s/ Rebecca A. Klein
REBECCA A. KLEIN,


Member, Board of Directors

Date: February 26, 2026 By /s/ Denise L. Kruger
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DENISE L. KRUGER,
Member, Board of Directors

Date: February 26, 2026 By /s/ Gregory P. Landis
GREGORY P. LANDIS,


Member, Board of Directors

Date: February 26, 2026 By /s/ Daniel B. More
DANIEL B. MORE,


Member, Board of Directors

Date: February 26, 2026 By /s/ Carol P. Wallace
CAROL P. WALLACE,


Member, Board of Directors
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Exhibit 10.15

THIRD AMENDMENT
TO THE

SAN JOSE WATER COMPANY
EXECUTIVE SUPPLEMENTAL RETIREMENT PLAN

(As Amended and Restated Effective January 1, 2012 and as Further Amended November 15, 2016 and October 9, 2019)

WHEREAS, San Jose Water Company (the “Company”) maintains the San Jose Water Company Executive Supplement
Retirement Plan (the “SERP”);

WHEREAS, the name of the corporate parent of the company has been changed from SJW Group to H20 America;

WHEREAS, the Company wishes to amend the SERP to reflect the name change;

WHEREAS, the Company wishes to amend the SERP to clarify that equity compensation is not included in the definition
of Compensation used in the SERP for determination of benefits; and

WHEREAS, Section 8.1 of the SERP permits the Board of Directors to amend the SERP;

NOW, THEREFORE, the SERP is hereby amended as follows effective January 1, 2026:

1. All references to “SJW Group” in the SERP shall be replaced with references to “H2O America.”

2. Section 1.11 of the Plan is hereby amended in its entirety to read as follows (deletions shown in strikethrough, additions in
bold italics):

        1.11    “Compensation” means, for any calendar month, the salary earned by a Participant for such month, whether
or not actually paid in that month, plus any annual cash performance bonus that is paid to the Participant in such month
plus any portion of such bonus that would have been paid in such month in the absence of the Participant’s deferral
election or other deferred payment provision applicable to such compensation. For the avoidance of doubt, equity
compensation and equity-based compensation (e.g., restricted stock units) is not included in the term “Compensation.”
Any deferred cash performance bonus taken into account as Compensation for the month in which such bonus would have
been paid in the absence of a deferral provision or election shall not again be taken into account as Compensation in the
month in which that deferred bonus is actually paid. No other bonus or special compensation will be included, except to
the extent expressly provided otherwise, in accordance with the applicable provisions of Code Section 409A, by the
Committee administering this Plan.”



3. A new Section 1.21A is added to the Plan to read as follows:

Section 1.21A “H2O America.” The term “H2O America” refers to the Delaware corporation (formerly known as
SJW Group), which is the corporate parent of the Company, or any successor to all or a major portion of the assets
or business of H2O America.

4. Section 1.31 defining SJW Group is deleted in its entirety the Plan in its entirety.

5. Except as modified by this Third Amendment, all the terms and provisions of the Plan shall continue in full force and effect.

      IN WITNESS WHEREOF, San Jose Water Company has caused this Third Amendment to the Plan of be executed on its
behalf by its duly-authorized officer on this _____ day of ________________ 2025.

    SAN JOSE WATER COMPANY

By:_______________________

Andrew F. Walters

Chief Executive Officer and

Chairman of the Board of Directors



Exhibit 10.23

SEVENTH AMENDMENT

TO THE


SAN JOSE WATER COMPANY CASH BALANCE
EXECUTIVE SUPPLEMENTAL RETIREMENT PLAN

(Amended and Restated on January 25, 2012, Effective as of January 1, 2012, and As Further Amended October 30, 2013,
January 31, 2014, November 15, 2016, November 6, 2017, October 24, 2018 and October 9, 2019)

WHEREAS, San Jose Water Company (the “Company”) maintains the San Jose Water Company Cash Balance
Executive Supplement Retirement Plan (the “Cash Balance SERP”);

WHEREAS, the name of the corporate parent of the company has been changed from SJW Group to H20 America;

WHEREAS, the Company wishes to amend the Cash Balance SERP to reflect the name change;

WHEREAS, the Company wishes to amend the Cash Balance SERP to clarify that equity compensation is not included
in the definition of Compensation used in the Cash Balance SERP for determination of benefits; and

WHEREAS, Section 8.1 of the Cash Balance SERP permits the Board of Directors to amend the Cash Balance SERP;

NOW, THEREFORE, the Cash Balance SERP is hereby amended as follows effective January 1, 2026:

1. All references to “SJW Group” in the Cash Balance SERP shall be replaced with references to “H2O America.”

2. Section 1.10 is amended to read as follows (deletions shown in strikethrough, additions in bold italics):

Section 1.10    Compensation. The term “Compensation” means the salary earned by a Participant during a Plan
Quarter or other relevant period under the Plan, whether or not actually paid in that Plan Quarter or period, plus
any annual cash performance bonus that is paid to such Participant during such Plan Quarter or other relevant
period plus any portion of such bonus that would have been paid in such Plan Quarter or period in the absence of
the Participant’s deferral election or other deferred payment provision applicable to such compensation. Any
deferred cash performance bonus taken into account as Compensation for the Plan Quarter or other relevant period
in which such bonus would have been paid in the absence of a deferral provision or election shall not again be
taken into account as Compensation in the Plan Quarter or other relevant period in which that deferred bonus is
actually paid. No other bonus or special compensation will be included,



except to the extent expressly provided otherwise, in accordance with the applicable provisions of Code Section
409A, by the Committee administering this Plan. For the avoidance of doubt, equity compensation and equity-
based compensation (e.g., restricted stock units) is not included in the term “Compensation.”

3. A new Section 1.19A is added to read as follows:

Section 1.19A “H2O America.” The term “H2O America” refers to the Delaware corporation (formerly known as
SJW Group), which is the corporate parent of the Company, or any successor to all or a major portion of the assets
or business of H2O America.

4. Section 1.27 defining SJW Group is deleted in its entirety.

5. Section 6 is amended to add a new Section 6.4 to read as follows:

6.4    Special Provisions for Designated Executives.

(a)    The participation in the Plan by the Eligible Employees listed in Exhibit A attached hereto (the “Designated
Executives”) shall be subject to the modifications in this Section 6.4(a) of the terms and provisions otherwise in effect for
all other Participants in the Plan and shall, accordingly, apply to and govern their Compensation Credits under the Plan.
For each Plan Quarter beginning on or after January 1, 2026 that the Designated Executive remains an Eligible Employee
who is participating in the Plan, Compensation Credits shall be made to the Designated Executive’s Account in an amount
determined in accordance with the provisions of Section 3.2(a) of the Plan but based on 30% in lieu of the percentage set
forth in the chart that appears in such Section 3.2(a).

(b)    Except as expressly provided in Section 6.4(a), all of the terms and provisions of the Plan shall apply to the
Designated Executives and shall govern their participation in the Plan and their accrual of a Retirement Benefit hereunder.

(c)    This Section 6.4 shall not apply to any Participant in the Plan other than the Designated Executives, and shall
have no effect or impact on any such other Participant’s benefit entitlement or benefit accrual under the Plan.

6. Except as expressly modified by this Seventh Amendment, all the terms and provisions of the Cash Balance SERP
shall continue to remain in full force and effect.



IN WITNESS WHEREOF, the Company has caused this Amendment to be executed on this _____ day of
________________________, 2025.

SAN JOSE WATER COMPANY

By: ____________________________

Andrew F. Walters

Chief Executive Officer and Chairman of the Board of Directors



Exhibit A

Designated Executives



Willie Brown

Bruce Hauk

Ann Kelly
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Restricted Stock Issuance Agreement – Customer Affordability

H2O AMERICA

RESTRICTED STOCK UNIT ISSUANCE AGREEMENT

RECITALS

A.    The Board has adopted the Plan for the purpose of retaining the services of selected Employees of the Corporation
(or any Parent or Subsidiary).

B.        Participant is to render valuable services to the Corporation (or a Parent or Subsidiary), and this Agreement is
executed pursuant to, and is intended to carry out the purposes of, the Plan in connection with the Corporation’s issuance of an
equity incentive award under the Plan designed to retain Participant’s continued service.

C.    All capitalized terms in this Agreement shall have the meaning assigned to them in the attached Appendix A.

NOW, THEREFORE, it is hereby agreed as follows:

1. Grant of Restricted Stock Units. The Corporation hereby awards to Participant, as of the Award Date, a
performance-based award (the “Award”) under the Plan entitling Participant to receive a number of shares of Common Stock
based upon the attainment of a pre- established performance objective tied to customer affordability measured over a specified
measurement period, provided Participant continues in Service through the completion date of that measurement period. The
target number of shares of Common Stock used to determine Participant’s rights under the Award (the “Target Shares”) shall be
the number of shares designated as Target Granted for the Award as set forth on the “Acknowledge Grant” page (which is
incorporated as part of this Agreement), rounded up to the next whole share, linked to the Award in Participant’s personal web
portal administered by Computershare Online Services, or a successor administrator, website. The actual number of shares of
Common Stock that may become issuable pursuant to the Award shall be determined in accordance with the Vesting Schedule
below. The applicable performance target for the vesting of those shares, the alternative and special vesting provisions which may
become applicable to such shares, the date or dates on which the vested shares shall become issuable to Participant and the
remaining terms and conditions governing the Award shall be as set forth in this Agreement.

DB2/ 651819569.4






Award Date: February __, 2026

Vesting Schedule: The number of shares of Common Stock which may actually vest and
become issuable pursuant to the Award shall be determined pursuant to a
two-step process:

(i) first the maximum number of shares of Common Stock in which
Participant can vest under the Performance Vesting section below shall be
calculated on the basis of the level at which the Performance Objective
specified on attached Schedule I is actually attained and (ii) then the number
of shares calculated under clause (i) in which Participant may actually vest
shall be determined on the basis of Participant’s completion of the applicable
Service vesting requirements set forth in Paragraph 3 of this Agreement.

Performance Vesting: Attached Schedule I specifies the Performance
Objective to be attained for the specified Measurement Period. No later than
the last business day of February in the calendar year immediately following
the end of the Measurement Period, the Plan Administrator shall determine
and certify the actual level of attainment for the Performance Objective (the
“Performance Certification Date”). On the basis of that certified level of
attainment, the number of Target Shares will be multiplied by the applicable
percentage (which may range from 0% to 150%) determined in accordance
with Schedule I. The number of shares resulting from such calculation shall
constitute the maximum number of shares of Common Stock in which
Participant may vest under this Award and shall be designated the
“Performance- Qualified Shares.” In no event may the number of such
Performance-Qualified Shares exceed 150% of the number of Target Shares.

Should the Performance Objective be attained at a level below the threshold
level specified in attached Schedule I, the Award shall be forfeited and shall
be immediately cancelled. Participant shall thereupon cease to have any
further right, title or interest in the shares of Common Stock underlying the
cancelled Award.

Service Vesting. The number of Performance-Qualified Shares in which
Participant actually vests shall be determined on the basis of Participant’s
satisfaction of the Service vesting requirements set forth in Paragraph 3.

Change in Control Vesting. The shares of Common Stock underlying the
Award may also vest on an alternative basis in accordance with Paragraph 5
should a Change in Control occur prior to the completion of the
Measurement Period.

Issuance Schedule: The shares of Common Stock which actually vest and become issuable
pursuant to the terms of this Agreement shall be issued in accordance with
the provisions of this Agreement applicable to the particular circumstances
under which such vesting occurs. The actual issuance of the shares shall be
subject to the Corporation’s collection of all applicable Withholding Taxes as
set forth in Paragraph 7 of this Agreement.

2. Limited Transferability. Prior to actual receipt of the shares of Common Stock which vest and become issuable
hereunder, Participant may not transfer any interest in the Award or the underlying shares. Any shares which vest hereunder but
which otherwise remain unissued at the time of Participant’s death may be transferred pursuant to the provisions of Participant’s
will or the laws of inheritance or to Participant’s designated beneficiary or beneficiaries of this Award. Participant may also direct
the Corporation to re-issue the stock certificates for any shares which in fact vest and become issuable under the Award during
Participant’s lifetime to one or more designated family members or a trust established for Participant and/or Participant’s family
members. Participant may make such a beneficiary designation or certificate directive at any time by filing the appropriate form
with the Plan Administrator or its designee.

3. Service Requirement. The number of Performance-Qualified Shares calculated in accordance with the
Performance-Vesting provisions of Paragraph 1 and attached Schedule I represent the maximum number of shares of Common
Stock in which Participant can vest hereunder. The actual number of shares of Common Stock in which Participant shall vest
shall be determined as follows:



- Participant shall vest in one hundred percent (100%) of the Performance- Qualified Shares on the
Performance Certification Date provided Participant has remained in Service through the last day of the
Measurement Period.

- Except to the extent otherwise provided in Paragraph 5, should Participant’s cessation of Employee status
occur prior to the completion of the Measurement Period by reason of (A) Participant’s death or Permanent
Disability, (B) Participant’s Retirement, (C) Participant’s resignation from Employee status for Good
Reason or (D) the Corporation’s termination of Participant’s Employee status other than for Good Cause,
then Participant shall, following the completion of the Measurement Period, vest in that number of shares
of Common Stock determined by multiplying the Performance-Qualified Shares in which Participant could
vest based on the actual level of attainment of the Performance Objective certified by the Plan
Administrator by a fraction, the numerator of which is the number of whole months of Service (rounded up
to the next whole month) completed
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by Participant during the Measurement Period and the denominator of which is thirty-six (36) months.

- If Participant’s Service ceases for any other reason prior to the completion of the Measurement Period,
then Participant shall not vest in any of the shares of Common Stock subject to the Award, and all of
Participant’s right, title and interest to the Award shall immediately terminate; provided, however, that
should a Change in Control occur prior to the completion of the Measurement Period, then the provisions
of Paragraph 5 shall govern the vesting of the shares.

To the extent Participant so vests in one or more Performance-Qualified Shares pursuant to this Paragraph 3, the
underlying shares that vest on the Performance Certification Date shall be issued on the last business day of February in the
calendar year immediately following the end of the Measurement Period (the “Issuance Date”), subject to the Corporation’s
collection of the applicable Withholding Taxes, but in no event later than March 15 following the end of Measurement Period.

4. Stockholder Rights. Participant shall not have any stockholder rights, including voting, dividend or liquidation
rights, with respect to the shares of Common Stock subject to the Award until the shares vest and Participant becomes the record
holder of those shares upon their actual issuance following the Corporation’s collection of the applicable Withholding Taxes.

5. Change in Control.

A. In the event a Change of Control occurs during the Measurement Period and Participant remains in Service
through the effective date of the Change of Control, then the number of Performance-Qualified Shares issuable under the Award
shall be equal to the Target Shares.

B. The Award as so adjusted at the time of a Change in Control may be assumed by the successor entity or
otherwise continued in full force and effect or may be replaced with a cash retention program of the successor entity which
preserves the Fair Market Value of the underlying shares of Common Stock at the time of the Change in Control and provides for
the subsequent vesting and payout of that value in accordance with the provisions of this Paragraph 5.B. In the event the Award is
assumed, replaced or otherwise continued in effect, the following Service-based vesting schedule shall apply:

(i) The Award (whether in its assumed or continued form or as converted into a cash retention
program) shall vest in full upon Participant’s continuation in Service through the completion date of the Measurement
Period. Following the completion of such Service-vesting period, the securities, cash or other property underlying the
vested Award shall be issued on the Issuance Date or as soon as administratively practicable thereafter, subject to the
Corporation’s collection of the applicable Withholding Taxes, but in no event later than March 15 following the end of the
Measurement Period.

(ii) Should any of the following events occur after the effective date of such Change in Control but
prior to the completion date of the Measurement Period: (A) Participant’s cessation of Employee status by reason of death
or Permanent Disability, (B) Participant’s resignation from Employee status for Good Reason or (C) the Corporation’s
termination of Participant’s Employee status other than for Good Cause,
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then the Award shall immediately vest in full with respect to the Performance-Qualified Shares determined under
Paragraph 5.A, and the securities, cash or other property underlying such portion of the Award shall, subject to the
Corporation’s collection of the applicable Withholding Taxes, be distributed on the earlier of (x) the Issuance Date or (y)
the date of Participant’s Separation from Service, provided such Separation from Service occurs within twenty-four (24)
months after a Qualifying Change in Control, or as soon as administratively practicable after the applicable distribution
date, but in no event later than the close of the calendar year in which such distribution date occurs (subject to the delayed
payment provisions of Paragraph 8).

C. In the event the Award is assumed or otherwise continued in effect, the shares of Common Stock subject to
the Award (as determined pursuant to Paragraph 5.A) will be adjusted immediately after the consummation of the Change in
Control so as to apply to the number and class of securities into which the shares of Common Stock subject to the Award
immediately prior to the Change in Control would have been converted in consummation of that Change in Control had those
shares actually been issued and outstanding at that time. To the extent the actual holders of the outstanding Common Stock
receive cash consideration for their Common Stock in consummation of the Change in Control, the successor corporation may, in
connection with the assumption or continuation of the Award at that time, substitute one or more shares of its own common stock
with a fair market value equivalent to the cash consideration paid per share of Common Stock in the Change in Control
transaction, provided such shares are registered under the federal securities laws and readily tradable on an established securities
exchange.

D. If the Award is not so assumed or otherwise continued in effect or replaced with a cash retention program
under Paragraph 5.B, then the Award will vest immediately prior to the closing of the Change in Control with respect to the
Performance-Qualified Shares determined under Paragraph 5.A. The shares subject to the vested Award shall be converted into
the right to receive the same consideration per share of Common Stock payable to the other stockholders of the Corporation in
consummation of that Change in Control, and such consideration shall be distributed to Participant on the tenth (10th) business
day following the earliest to occur of (i) the Issuance Date, (ii) the date of Participant’s Separation from Service (subject to the
delayed payment provisions of Paragraph 8), provided such Separation from Service occurs within twenty-four (24) months after
a Qualifying Change in Control, or (iii) the first date following a Qualifying Change in Control on which the distribution can be
made without contravention of any applicable provisions of Code Section 409A. Such distribution shall be subject to the
Corporation’s collection of the applicable Withholding Taxes pursuant to the provisions of Paragraph 7.

E. This Agreement shall not in any way affect the right of the Corporation to adjust, reclassify, reorganize or
otherwise change its capital or business structure or to merge, consolidate, dissolve, liquidate or sell or transfer all or any part of
its business or assets.

6. Adjustment in Shares. Should any change be made to the Common Stock by reason of any stock split, stock
dividend, recapitalization, combination of shares, exchange of shares, spin-off transaction, extraordinary dividend or distribution
or other change affecting the outstanding Common Stock as a class without the Corporation’s receipt of consideration, or should
the value of outstanding shares of Common Stock be substantially reduced as a result of a spin-off transaction or an extraordinary
dividend or distribution, or should there occur any merger, consolidation or other reorganization, then equitable adjustments shall
be made by the Plan Administrator to the total number and/or class of securities issuable pursuant to this Award in order to reflect
such change and the determination of the Plan Administrator shall be final, binding and conclusive. In the event of a Change in
Control, the adjustments (if any) shall be made in accordance with the provisions of Paragraph 5.
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7. Issuance of Shares/Collection of Withholding Taxes.

A. On the Issuance Date (or any earlier date on which the shares of Common Stock are to be issued in
accordance with the terms of this Agreement), the Corporation shall issue to or on behalf of Participant a certificate (which may
be in electronic form) for the applicable number of shares of Common Stock, subject, however, to the Corporation’s collection of
the applicable Withholding Taxes.

B. The Corporation shall collect the applicable Withholding Taxes with respect to the shares of Common
Stock which vest and become issuable hereunder through an automatic share withholding procedure pursuant to which the
Corporation will withhold, at the time of such issuance, a portion of the shares with a Fair Market Value (measured as of the
trading day immediately preceding the date of taxation of such shares) equal to the amount of those taxes; provided, however,
that the amount of any shares so withheld shall not exceed the amount necessary to satisfy the Corporation’s required tax
withholding obligations using the maximum statutory withholding rates for federal and state tax purposes that are applicable to
supplemental taxable income. In addition, the shares calculated to satisfy the maximum statutory withholding rates shall be
rounded up to the next whole share. In the event payment is to be made in a form other than the shares, then the Corporation shall
collect from Participant the applicable Withholding Taxes pursuant to such procedures as the Corporation deems appropriate
under the circumstances.

C. Notwithstanding the foregoing provisions of Paragraph 7.B, the employee portion of the federal, state and
local employment taxes required to be withheld by the Corporation in connection with the vesting of the shares of Common
Stock or any other amounts hereunder (the “Employment Taxes”) shall in all events be collected from Participant no later than
the last business day of the calendar year in which the shares or other amounts vest hereunder. Accordingly, to the extent the
Issuance Date for one or more vested shares or the distribution date for such other amounts is to occur in a year subsequent to the
calendar year in which those shares or other amounts vest, Participant shall, on or before the last business day of the calendar
year in which the shares or other amounts vest, deliver to the Corporation a check payable to its order in the dollar amount equal
to the Employment Taxes required to be withheld with respect to those shares or other amounts. The provisions of this Paragraph
7.C shall be applicable only to the extent necessary to comply with the applicable tax withholding requirements of Code Section
3121(v).

D. Except as otherwise provided in Paragraph 5 and Paragraph 7.B, the settlement of the vested Award shall
be made solely in shares of Common Stock. In no event, however, shall any fractional shares be issued. Accordingly, the total
number of shares of Common Stock to be issued pursuant to this Award shall, to the extent necessary, be rounded up to the next
whole share in order to avoid the issuance of a fractional share.

8. Deferred Issuance Date. Notwithstanding any provision to the contrary in this Agreement, no shares of Common
Stock or other amounts which become issuable or distributable by reason of Participant’s Separation from Service shall actually
be issued or distributed to Participant prior to the earlier of (i) the first day of the seventh (7th) month following the date of such
Separation from Service or (ii) the date of Participant’s death, if Participant is deemed at the time of such Separation from Service
to be a specified employee under Section 1.409A-1(i) of the Treasury Regulations issued under Code Section 409A, as
determined by the Plan Administrator in accordance with consistent and uniform standards applied to all other Code Section
409A arrangements of the Corporation, and such delayed commencement is otherwise required in order to avoid a prohibited
distribution under Code Section 409A(a)(2). The deferred shares or other distributable amount shall be issued or distributed in a
lump sum on the first day of the seventh (7th) month following the date of
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Participant’s Separation from Service or, if earlier, the first day of the month immediately following the date the Corporation
receives proof of Participant’s death.

9. Clawback. Notwithstanding anything to the contrary in this Agreement or the Plan, any shares, cash or other
property issued to Participant pursuant to this Agreement shall be subject to reduction, recovery and/or recoupment to the extent
required by any present or future law, government regulation or stock exchange listing requirement.

10. Benefit Limit.

A. In the event the vesting and issuance of the shares of Common Stock subject to this Award would
otherwise constitute a parachute payment under Code Section 280G, then the vesting and issuance of those shares shall be subject
to reduction to the extent necessary to assure that the number of shares which vest and are issued under this Award will be limited
to the greater of (i) the number of shares of Common Stock which can vest and be issued without triggering a parachute payment
under Code Section 280G or (ii) the maximum number of shares of Common Stock which can vest and be issued under this
Award so as to provide Participant with the greatest after-tax amount of such vested and issued shares after taking into account
any excise tax Participant may incur under Code Section 4999 with respect to those shares and any other benefits or payments to
which Participant may be entitled in connection with any change in control or ownership of the Corporation or the subsequent
termination of Participant’s Service.

B. The benefit limitation of this Paragraph 10 shall apply only to the extent Participant is not otherwise
entitled to a Code Section 4999 tax gross-up, pursuant to the terms of the Corporation’s Executive Severance Plan (or any
successor plan), with respect to the shares that vest on an accelerated basis in connection with a Change in Control or subsequent
cessation of Employee status.

11. Compliance with Laws and Regulations. The issuance of shares of Common Stock pursuant to the Award shall
be subject to compliance by the Corporation and Participant with all applicable requirements of law relating thereto and with all
applicable regulations of any Stock Exchange on which the Common Stock may be listed for trading at the time of such issuance.

12. Notices. Any notice required to be given or delivered to the Corporation under the terms of this Agreement shall
be in writing and addressed to the Corporation at its principal corporate offices. Any notice required to be given or delivered to
Participant shall be in writing and addressed to Participant at the address the Corporation has on file for Participant. All notices
shall be deemed effective upon personal delivery or upon deposit in the U.S. mail, postage prepaid and properly addressed to the
party to be notified.

13. Successors and Assigns. Except to the extent otherwise provided in this Agreement, the provisions of this
Agreement shall inure to the benefit of, and be binding upon, the Corporation and its successors and assigns and Participant,
Participant’s assigns, the legal representatives, heirs and legatees of Participant’s estate and any beneficiaries of the Award
designated by Participant.

14. Construction. This Agreement and the Award evidenced hereby are made and granted pursuant to the Plan and
are in all respects limited by and subject to the terms of the Plan. All decisions of the Plan Administrator with respect to any
question or issue arising under the Plan or this Agreement shall be conclusive and binding on all persons having an interest in the
Award. To the extent there is any ambiguity as to whether any provision of this Agreement would otherwise contravene one or
more applicable requirements or limitations of Code Section 409A and the Treasury Regulations thereunder, such provision shall
be interpreted and applied in
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a manner that complies with the applicable requirements of Code Section 409A and the Treasury Regulations thereunder. For
purposes of Code Section 409A, each installment distribution of shares of Common Stock (or other installment distribution
hereunder) shall be treated as a separate payment, and Participant’s right to receive each such installment of shares (or other
installment distribution hereunder) shall accordingly be treated as a right to receive a series of separate payments.

15. Governing Law. The interpretation, performance and enforcement of this Agreement shall be governed by the
laws of the State of California without resort to that State’s conflict-of-laws rules.

16. Employment at Will. Nothing in this Agreement or in the Plan shall confer upon Participant any right to continue
in Service for any period of specific duration or interfere with or otherwise restrict in any way the rights of the Corporation (or
any Parent or Subsidiary employing or retaining Participant) or of Participant, which rights are hereby expressly reserved by
each, to terminate Participant’s Service at any time for any reason, with or without cause.

17. Electronic Delivery. The Corporation may, in its sole discretion, decide to deliver by email or other electronic
means any documents related to Participant’s current or future participation in the Plan, this Award, the shares of Common Stock,
any other securities of the Corporation or any other Corporation-related documents, including notices to stockholders required by
applicable law, the Corporation’s Certificate of Incorporation and/or Bylaws. Participant hereby (i) consents to receive such
documents by email or other electronic means, (ii) consents to the use of electronic signatures, and (iii) if applicable, agrees to
participate in the Plan and/or receive any such documents related to the Plan through an on-line or electronic system established
and maintained by the Corporation or a third party designated by the Corporation. The Corporation may deliver the above-
described documents to Participant by sending a communication to the email address for Participant the Corporation has on file.

Please confirm your acceptance of this Award electronically by following the instructions on your personal web portal at
Computershare Online Services. Your electronic signature indicates your agreement to be bound by the terms of this Agreement.
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APPENDIX A

DEFINITIONS

The following definitions shall be in effect under the Agreement:

A. Agreement shall mean this Restricted Stock Unit Issuance Agreement.

B. Award shall mean the award made to Participant pursuant to the terms of the Agreement.

C. Award Date shall mean the date the Award is granted to Participant pursuant to the Agreement and shall be the
date indicated in Paragraph 1 of the Agreement.

D. Board shall mean the Corporation’s Board of Directors.

E. Change in Control shall mean any change in control or ownership of the Corporation which occurs by reason of
one or more of the following events:

(i) the acquisition, directly or indirectly by any person or related group of persons (as such term is used in
Sections 13(d) and 14(d) of the Exchange Act), other than the Corporation or a person that directly or indirectly controls, is
controlled by, or is under control with, the Corporation or an employee benefit plan maintained by any such entity, of beneficial
ownership (as defined in Rule 13d-3 of the Exchange Act) of securities of the Corporation that results in such person or related
group of persons beneficially owning thirty percent (30%) or more of the total combined voting power of the Corporation’s then-
outstanding securities;

(ii) a merger, recapitalization, consolidation, or other similar transaction to which the Corporation is a party,
unless securities representing at least fifty percent (50%) of the combined voting power of the then-outstanding securities of the
surviving entity or a parent thereof are immediately thereafter beneficially owned, directly or indirectly and in substantially the
same proportion, by the persons who beneficially owned the Corporation’s outstanding voting securities immediately before the
transaction;

(iii) a sale, transfer or disposition of all or substantially all of the Corporation’s assets, unless securities
representing at least fifty percent (50%) of the combined voting power of the then-outstanding securities of the entity acquiring
the Corporation’s assets or parent thereof are immediately thereafter beneficially owned, directly or indirectly and in substantially
the same proportion, by the persons who beneficially owned the Corporation’s outstanding voting securities immediately before
the transaction;

(iv) a merger, recapitalization, consolidation, or other transaction to which the Corporation is a party or the
sale, transfer, or other disposition of all or substantially all of the Corporation’s assets if, in either case, the members of the Board
immediately prior to consummation of the transaction do not, upon consummation of the transaction, constitute at least a majority
of the board of directors of the surviving entity or the entity acquiring the Corporation’s assets, as the case may be, or a parent
thereof (for this purpose, any change in the composition of the board of directors that is anticipated or pursuant to an
understanding or agreement in connection with a transaction will be deemed to have occurred at the time of the transaction); or

(v) a change in the composition of the Board over a period of thirty-six (36) consecutive months or less such
that a majority of the Board members ceases by reason of one or
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more contested elections for Board membership, to be comprised of individuals who either (a) have been Board members since
the beginning of such period or (b) have been elected or nominated for election as Board members during such period by at least
a majority of the Board members who were described in clause (a) or who were previously so elected or approved and who were
still in office at the time the Board approved such election or nomination; provided, however, that solely for purposes of
determining whether a permissible Section 409A distribution can be made under Paragraph 5.C in connection with such Change
in Control event, the period for measuring a change in the composition of the Board shall be limited to a period of twelve (12)
consecutive months or less;

provided however, that no Change in Control shall occur if the result of the transaction is to give more ownership or control of
the Corporation to any person or related group of persons who held securities representing more than thirty percent (30%) of the
combined voting power of the Corporation’s outstanding securities as of March 3, 2003.

F. Code shall mean the Internal Revenue Code of 1986, as amended.

G. Common Stock shall mean the shares of the Corporation’s common stock.

H. Corporation shall mean H2O America, a Delaware corporation, and any successor corporation to all or
substantially all of the assets or voting stock of H2O America which shall by appropriate action adopt the Plan and/or assume the
Award.

I. Employee shall mean an individual who is in the employ of the Corporation (or any Parent or Subsidiary), subject
to the control and direction of the employer entity as to both the work to be performed and the manner and method of
performance; provided, however, that solely for purposes of determining whether Participant has incurred a Separation from
Service, the term “Employee” shall have the meaning assigned to such term in the Separation from Service definition set forth in
this Appendix.

J. Fair Market Value per share of Common Stock on any relevant date shall be the closing selling price per share
on the date in question on the Stock Exchange on which the Common Stock is at that time primarily traded, as such price is
officially quoted in the composite tape of transactions on such exchange. If there is no reported sale of Common Stock on such
Stock Exchange on the date in question, then the Fair Market Value shall be the closing selling price on the exchange on the last
preceding date for which such quotation exists.

K. Good Cause shall mean:

(i) Any act or omission by Participant that results in substantial harm to the business or property of the
Corporation (or any Parent or Subsidiary) and that constitutes dishonesty, intentional breach of fiduciary obligation or intentional
wrongdoing,

(ii) Participant’s conviction of a criminal violation involving fraud or dishonesty, or

(iii) Participant’s intentional and knowing participation in the preparation or release of false or materially
misleading financial statements relating to the operations and financial condition of the Corporation (or any Parent or Subsidiary)
or Participant’s intentional and knowing submission of any false or erroneous certification required of him or her under the
Sarbanes-Oxley Act of 2002 or any securities exchange on which the Common Stock is at the time listed for trading.
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The foregoing definition shall not in any way preclude or restrict the right of the Corporation (or any Parent or
Subsidiary) to discharge or dismiss Participant or any other person in the Service of the Corporation (or any Parent or Subsidiary)
for any other acts or omissions, but such other acts or omissions shall not be deemed, for purposes of the Plan or this Agreement,
to constitute grounds for termination for Good Cause.

L. Good Reason shall be deemed to exist with respect to Participant if and only if, without Participant’s express
written consent:

(i) there is a significantly adverse change in the nature or the scope of Participant’s authority;

(ii) Participant is assigned duties materially inconsistent with Participant’s present duties, responsibilities and
status;

(iii) there is a reduction in the sum of Participant’s rate of base salary and target bonus; or

(iv) the Corporation changes by fifty-five (55) miles or more the principal location in which Participant is
required to perform services;

provided, however, that, before Participant may resign for any Good Reason event or transaction, Participant must first provide
written notice to the Corporation (or the Parent or Subsidiary employing Participant) identifying such Good Reason event or
transaction within ninety (90) days after the occurrence of such event or transaction and the Corporation (or the Parent or
Subsidiary employing Participant) shall have failed to cure such event or transaction within thirty (30) days after receipt of such
written notice, and Participant must resign for Good Reason within thirty (30) days following the end of the cure period.

M. Measurement Period shall mean the period specified on attached Schedule I over which the attainment of the
Performance Objective is to be measured.

N. 1934 Act shall mean the Securities Exchange Act of 1934, as amended.

O. Participant shall mean the person to whom the Award is made pursuant to the Agreement.

P. Parent shall mean any corporation (other than the Corporation) in an unbroken chain of corporations ending with
the Corporation, provided each corporation in the unbroken chain (other than the Corporation) owns, at the time of the
determination, stock possessing fifty percent (50%) or more of the total combined voting power of all classes of stock in one of
the other corporations in such chain.

Q. Performance Objective shall mean the attainment of the customer affordability objective set forth in attached
Schedule I, as calculated over the Measurement Period.

R. Permanent Disability shall mean Participant’s inability to engage in any substantial gainful activity by reason of
any medically determinable physical or mental impairment expected to result in death or to be of continuous duration of twelve
(12) months or more.
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S. Plan shall mean the Corporation’s Long-Term Incentive Plan.

T. Plan Administrator shall mean either the Board or a committee of the Board acting in its capacity as
administrator of the Plan.

U. Qualifying Change in Control shall mean the date on which there occurs a Change in Control that also qualifies
as: (i) a change in the ownership of the Corporation, as determined in accordance with Section 1.409A-3(i)(5)(v) of the Treasury
Regulations, (ii) a change in the effective control of the Corporation, as determined in accordance with Section 1.409A-3(i)(5)(vi)
of the Treasury Regulations, or (iii) a change in the ownership of a substantial portion of the assets of the Corporation, as
determined in accordance with Section 1.409A-3(i)(5)(vii) of the Treasury Regulations.

V. Retirement shall mean Participant’s voluntary cessation of Employee status (i) after reaching age 55 and at least
five (5) years of Service with the Corporation (or any Parent or Subsidiary) and (ii) where Participant’s age plus years of Service
with the Corporation (or any Parent or Subsidiary) equals at least 65.

W. Separation from Service shall mean Participant’s cessation of Employee status by reason of Participant’s death,
retirement or termination of employment. Participant shall be deemed to have terminated employment for such purpose at such
time as the level of Participant’s bona fide services to be performed as an Employee (or as a consultant or independent contractor)
permanently decreases to a level that is not more than twenty percent (20%) of the average level of services Participant rendered
as an Employee during the immediately preceding thirty-six (36) months (or such shorter period for which Participant may have
rendered such services). Solely for purposes of determining when a Separation from Service occurs, Participant will be deemed to
continue in “Employee” status for so long as Participant remains in the employ of one or more members of the Employer Group,
subject to the control and direction of the employer entity as to both the work to be performed and the manner and method of
performance. “Employer Group” means the Corporation and any Parent or Subsidiary and any other corporation or business
controlled by, controlling or under common control with, the Corporation, as determined in accordance with Sections 414(b) and
(c) of the Code and the Treasury Regulations thereunder, except that in applying Sections 1563(1), (2) and (3) of the Code for
purposes of determining the controlled group of corporations under Section 414(b), the phrase “at least 50 percent” shall be used
instead of “at least 80 percent” each place the latter phrase appears in such sections and in applying Section 1.414(c)-2 of the
Treasury Regulations for purposes of determining trades or businesses that are under common control for purposes of Section
414(c), the phrase “at least 50 percent” shall be used instead of “at least 80 percent” each place the latter phrase appears in
Section 1.4.14(c)-2 of the Treasury Regulations. Any such determination as to Separation from Service, however, shall be made
in accordance with the applicable standards of the Treasury Regulations issued under Section 409A of the Code.

X. Service shall mean Participant’s performance of services for the Corporation (or any Parent or Subsidiary) in the
capacity of an Employee, a non-employee member of the Board or a consultant or independent advisor. Participant shall be
deemed to cease Service immediately upon the occurrence of either of the following events: (i) Participant no longer performs
services in any of the foregoing capacities for the Corporation (or any Parent or Subsidiary) or (ii) the entity for which Participant
performs such services ceases to remain a Parent or Subsidiary of the Corporation, even though Participant may subsequently
continue to perform services for that entity. Service as an Employee shall not be deemed to cease during a period of military
leave, sick leave or other personal leave approved by the Corporation; provided, however, that the following special provisions
shall be in effect for any such leave:
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(i) Should the period of such leave (other than a disability leave) exceed six (6) months, then Participant shall
be deemed to cease Service and to incur a Separation from Service upon the expiration of the initial six (6)-month period of that
leave, unless Participant retains a right to re-employment under applicable law or by contract with the Corporation (or any Parent
or Subsidiary).

(ii) Should the period of a disability leave exceed twenty-nine (29) months, then Participant shall be deemed to
cease Service and to incur a Separation from Service upon the expiration of the initial twenty-nine (29)-month period of that
leave, unless Participant retains a right to re-employment under applicable law or by contract with the Corporation (or any Parent
or Subsidiary). For such purpose, a disability leave shall be a leave of absence due to any medically determinable physical or
mental impairment that can be expected to result in death or to last for a continuous period of not less than six (6) months and
causes Participant to be unable to perform the duties of Participant’s position of employment with the Corporation (or any Parent
or Subsidiary) or any substantially similar position of employment.

(iii) Except to the extent otherwise required by law or expressly authorized by the Plan Administrator or by the
Corporation’s written policy on leaves of absence, no Service credit shall be given for vesting purposes for any period Participant
is on a leave of absence.

Y. Stock Exchange shall mean the American Stock Exchange, the Nasdaq Global or Global Select Market or the
New York Stock Exchange.

Z. Subsidiary shall mean any corporation (other than the Corporation) in an unbroken chain of corporations
beginning with the Corporation, provided each corporation (other than the last corporation) in the unbroken chain owns, at the
time of the determination, stock possessing fifty percent (50%) or more of the total combined voting power of all classes of stock
in one of the other corporations in such chain.

AA. Target Shares shall mean the target number of shares as set forth in Paragraph 1 of the Agreement.

AB. Withholding Taxes shall mean (i) the employee portion of the federal, state and local employment taxes required
to be withheld by the Corporation in connection with the vesting of the shares of Common Stock (or any other property) under
the Award and (ii) the federal, state and local income taxes required to be withheld by the Corporation in connection with the
issuance of those vested shares (or any other property).
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                 Exhibit 19.1

INSIDER TRADING POLICY

The following is the insider trading policy (the “Policy”) of H2O America (“H2O America or the Company”) and its
subsidiaries (collectively, the “Companies”).

1. BACKGROUND AND PURPOSE.

The federal securities laws prohibit any person from purchasing or selling securities of the Companies on the basis of
material, nonpublic information concerning the Companies, or from disclosing material, nonpublic information to others who
might trade on the basis of that information. These laws impose severe sanctions, including criminal liabilities, on individuals
who violate them. In addition, the Securities and Exchange Commission (“SEC”) has the authority to impose large fines on
H2O America and on the directors, executive officers and controlling stockholders of H2O America if its employees and
directors engage in insider trading and H2O America has failed to take appropriate steps to prevent it (so-called “controlling
person” liability).

This Policy is adopted in light of these legal requirements, and with the goal of helping to:

(a) Prevent inadvertent violations of the insider trading laws;
(b) Avoid proxy statement disclosure of reporting violations by persons subject to Section 16 of the Securities

Exchange Act of 1934, as amended (the “Exchange Act”);
(c) Avoid even the appearance of impropriety on the part of those employed by, or associated with, the Companies;
(d) Protect H2O America from controlling person liability; and
(e) Protect the reputation of the Companies.

The Corporate Secretary or the Assistant Corporate Secretary of H2O America (collectively, the “Corporate
Secretaries”) has the authority to impose restrictions on trading in the Companies’ securities by appropriate individuals at any
time, in addition to the automatic restrictions imposed herein. In such event, the Corporate Secretaries will notify the affected
individuals to inform them of the restrictions. Any individual who has placed a limit order or open instruction to buy or sell the
securities of the Companies shall bear responsibility for cancelling such instructions immediately in the event restrictions are
imposed on their ability to trade in accordance with the above.

2. PROHIBITION ON TRADING WHILE AWARE OF MATERIAL NONPUBLIC INFORMATION; PROHIBITION
ON TIPPING OTHERS.

A. Applicability.

This Section 2 applies to (a) all directors, officers, employees, consultants, representatives, or independent contractors of the
Companies, (b) all family members who share the same address
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as, or are financially dependent on, such persons, and (c) all corporations, partnerships, trusts or other entities owned or
controlled by any of the persons listed above in (a) and (b).

B. Prohibition.

No person covered by this Section 2 may:

(a) Purchase or sell any securities of the Companies while he or she is aware of any material, nonpublic information
concerning the Companies;

(b) Disclose to any other person any material, nonpublic information concerning the Companies if it is reasonably
foreseeable that such person may use that information in purchasing or selling securities of the Companies;

(c) Purchase, sell, pledge or donate any securities of another company while he or she is aware of any material,
nonpublic information concerning such other company which he or she learned in the course of his or her
service as a director, employee or consultant of the Companies; or

(d) Disclose to any other person any material, nonpublic information concerning another company which he or she
learned in the course of his or her service as a director, employee or consultant of the Companies if it is
reasonably foreseeable that such person may use that information in purchasing or selling securities of such
other company.

Information that has not been disclosed to the public is generally considered to be nonpublic information. In order to
establish that the information has been disclosed to the public, it may be necessary to demonstrate that the information has been
widely disseminated. Information generally would be considered widely disseminated if it has been disclosed through press
release, newswire services, a broadcast on widely-available radio or television programs, publication in a widely-available
newspaper, magazine or news website, or public disclosure documents filed with the SEC that are available on the SEC’s
website. By contrast, information would likely not be considered widely disseminated if it is available only to the employees of
the Companies, or if it is only available to a select group of analysts, brokers and institutional investors.

Each person covered by this Section 2 must refrain from trading, even after material information has been released to
the public, for a period sufficient to permit thorough public dissemination and evaluation of the information. Generally,
information will be considered public on the close of business of the first full trading day after such information is publicly
disclosed by the Companies by issuing a press release through Business Wire (or release through another national wire
service).

Information should be regarded as material if there is a likelihood that it would be considered important by an investor in making
a decision regarding the purchase or sale of stock. Any information or important development that could reasonably affect the
business or financial condition of an issuer or the market price of its securities should be considered material. However,
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there is no bright-line standard for assessing materiality; rather, materiality is based on an assessment of all of the facts and
circumstances. Although it may be difficult to determine whether certain information is material, there are various categories of
information that would be regarded as material in most circumstances. Examples of such information are:

(a) Financial results and projections of future earnings and losses;
(b) Material pricing changes or regulatory development in rate cases;
(c) Major corporate partnering transactions or proposed acquisitions or divestitures;
(d) Resignation or proposed departure of key personnel;
(e) New project or product announcements of a significant nature;
(f) Proposed commencement or changes in dividends;
(g) Planned stock splits;
(h) New equity or debt offerings;
(i) Significant drinking water violations;
(j) Adverse actions by regulators;
(k) Changes in operations, such as a significant interruption or curtailment at one of our production facilities;
(l) Significant cyber security incident;
(m) Significant litigation exposure; and
(n) Any other factors which would cause the Companies' financial results to be substantially different from previous

public disclosure of financial guidance or estimates.

If you have questions as to the materiality of information, please contact the Corporate Secretaries for clarification.

C. Limited Exceptions.

The prohibition on purchases and sales of securities of the Companies while aware of material, nonpublic information
concerning the Companies does not apply to a transaction pursuant to a Trading Plan as defined under Section 3(C) below.



D. Applicability to the Company.

    Purchases or sales of securities of the Company by the Company shall be made in compliance with applicable
securities laws.




3. PROHIBITION ON TRADING DURING BLACKOUT PERIODS.

A. Applicability.

This Section 3 applies to (a) all employees, officers and directors of the Companies, (b) all family members who share
the same address as, or are financially dependent on, such persons, and
(c) all corporations, partnerships, trusts or other entities owned or controlled by any of the persons listed above in (a) and (b).
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B. Prohibition.

No person covered by this Section 3 may purchase or sell any securities of the Companies during the following time
periods (each a “Blackout Period”):

(a) Beginning the last day of the third calendar month of each fiscal quarter until the close of business on the first
full trading day after the financial results of H2O America's operations for such quarter are publicly announced.
As an example, the blackout period for the first fiscal quarter begins March 31. It prohibits transactions in the
securities of the Companies that day and continuing until after the market has had one full business day to
review the financial results whenever those results have been released by H2O America. If H2O America
announces the financial results on Friday, trading cannot resume until Tuesday morning.

(b) During such other periods as may be established from time to time by the Board of Directors, the Chief
Executive Officer, the Chief Financial Officer or the Corporate Secretaries of H2O America in light of particular
events or developments affecting the Companies.

(c) Any employee, director or officer who has terminated their services during any Blackout Period shall
continue to be subject to such Blackout Period until its expiration. See also Section 8 below regarding post-
termination application of this Policy.

C. Limited Exceptions.

There are no exceptions to this Policy, except as specifically noted herein. The securities laws do not recognize any
mitigating circumstances, and, in any event, even the appearance of an improper transaction must be avoided to preserve the
Companies’ reputation for adhering to the highest standards of conduct.

The prohibitions on purchases or sales of securities of the Companies during Blackout Periods do not apply to:

(a) Purchases made under an employee stock purchase plan operated by H2O America; provided, however, that the
securities so acquired may not be sold during a Blackout Period;

(b) Exercises of stock options; provided, however, that the securities so acquired may not be sold (either outright or
in connection with a “cashless” exercise transaction through a broker) during a Blackout Period;

(c) A transaction specifically approved in advance by the Corporate Secretaries;
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Any surrender of shares by stockholders to H2O America to satisfy tax withholding obligations as a result of the issuance of
shares upon vesting of restricted stock units or other equity awards granted under the equity incentive plans of H2O America.
Note that this exception does not include a subsequent sale of the shares by the stockholders acquired upon vesting of restricted
stock units granted under such plans; and
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(d) Purchases or sales made pursuant to a binding contract, written plan or specific instruction (a “Trading Plan”)
which is adopted and operated in compliance with Rule 10b5-1 under the Exchange Act; provided such Trading
Plan or any material amendment to such Trading Plan: (1) is in writing, (2) was submitted to the Corporate
Secretaries of H2O America for review and clearance prior to its adoption,
(3) was not adopted during a Blackout Period or while aware of any material nonpublic information concerning
the Companies, and (4) complies fully with the provisions of this Policy and applicable rules and regulations of
the SEC.

Please note that SEC regulations, and this Policy, require that a person entering into a Trading Plan must enter
into the plan in good faith and not as part of a plan or scheme to evade the insider trading rules. For example, a
person’s decision to terminate or amend a Trading Plan while the person is aware of material non-public
information may indicate the absence of good faith or presence of a scheme to evade. In addition to constituting
a violation of this Policy, such an absence of good faith or presence of a scheme to evade would eliminate the
Trading Plan exception for prior transactions under the Trading Plan, which could cause those transactions to
violate insider trading laws. Under certain circumstances, a Trading Plan must be terminated. This includes
circumstances such as the announcement of a merger or the occurrence of an event that would cause the
transaction either to violate the law or to have an adverse effect on the Companies. The Corporate Secretaries
are authorized to notify the broker in such circumstances, thereby insulating the insider in the event of
termination. Amendments to plans call into question as to whether the Trading Plan was initially executed in
good faith and increase the risk of a loss of affirmative defense afforded under Rule 10b5-1. Accordingly, any
amendment of Trading Plan will not be permitted unless it has been pre-cleared by the Corporate Secretaries.
Furthermore, please note that an amendment of a Trading Plan may require the reinstatement of a new cooling-
off periods as required under SEC rules. Any Trading Plan must be delivered promptly to the Corporate
Secretaries.

In addition, the following guidelines shall apply to Trading Plans:

(i) All Trading Plans must have a duration of at least six months and no more than two years.

For executive officers and directors, no transaction may take place under a Trading Plan until the later of (a) 90 days after
adoption or modification (as specified in Rule 10b5-1) of the Trading Plan or (b) two business days following the disclosure of
the Company’s financial results in a Form 10-Q or Form 10-K for the fiscal quarter (the Company’s fourth fiscal quarter in the
case of a Form 10-K) in which the Trading Plan was adopted or modified (as specified in Rule 10b5-1). In any event, the cooling-
off period is subject to a maximum of 120 days after adoption of the plan.
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(ii) For persons other than executive officers and directors, no transaction may take place under a Trading Plan
until 30 days following the adoption or modification (as specified in Rule 10b5-1) of a Trading Plan.

(iii) Subject to certain limited exceptions specified in Rule 10b5-1, you are limited to only one Trading Plan
designed to effect an open market purchase or sale of the total amount of securities subject to the Trading
Plan as a single transaction in any 12-month period.

(iv) Executive officers and directors must include a representation to the Company at the time of adoption or
modification of Trading Plan that (i) the person is not aware of material nonpublic information about the
Companies or its securities and (ii) the person is adopting the plan in good faith and not as part of plan or
scheme to evade the prohibitions of Rule 10b-5.

The Company and its executive officers and directors must make certain disclosures in SEC filings concerning
Trading Plans. Executive officers and directors of the Company must undertake to provide any information
requested by the Company regarding Trading Plans for the purpose of providing the required disclosures or any
other disclosures that the Company deems to be appropriate under the circumstances.

Each director, executive officer, and officer designated for purposes of Section 16 of the Exchange Act
(collectively, the “Covered Directors and Officers”) understands that the approval or adoption of a pre-planned
selling program in no way reduces or eliminates such person’s obligations under Section 16 of the Exchange
Act, including such person’s disclosure and short-swing trading liabilities thereunder. If any questions arise,
such person should consult with their own counsel in implementing a Trading Plan.

4. NOTICE OF SECURITIES TRANSACTIONS.

A. Applicability.

This Section 4 applies to (a) all employees who have access to material information regarding the Companies, and all
officers and directors of the Companies, (b) all family members who share the same address as, or are financially dependent on,
such persons, and (c) all corporations, partnerships, trusts or other entities owned or controlled by any of the persons listed
above in (a) and (b).

B. Procedural Requirements.

The following procedures must be followed by the persons covered by this Section 4 (the “Restricted Persons”) with respect to
any purchase, sale or other transfer of H2O America stock:
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(a) Such persons must inform the Corporate Secretaries whenever they intend to execute a purchase, sale or other
transfer of H2O America securities, including the placing of limit orders. There may be times when there exists a
corporate basis for requesting that Restricted Persons refrain from trading in the securities of the Companies
even though such trading would otherwise be permissible. In order to comply with this restriction, all purchases,
sales and other transfers of securities of the Companies by Restricted Persons shall be cleared in writing
beforehand with the Corporate Secretaries.

(b) At the time of purchase, sale or other transfer of securities of the Companies, the Restricted Persons will be
responsible for verifying that H2O America has not imposed any restrictions on their ability to engage in trades.
If the individual has not completed the transfer within five (5) business days of notification of the intention to
transfer, then the individual must reconfirm with the Corporate Secretaries that they intend to execute a transfer
and the individual must reverify the nonexistence of any restrictions on such transfer.

(c) The Restricted Persons must also notify the Corporate Secretaries of the occurrence of any purchase, sale or
other acquisition or disposition or transfer of securities of the Companies as soon as possible following the
transaction, but in any event within one business day after the transaction. This notification, which must be in
writing or via e-mail, should describe the type of transaction that occurred (an open market purchase, a privately
negotiated sale, gift or family related transfers, an option exercise, etc.), the date of the transaction, the number
of shares covered by the transaction, the purchase or sale price (if applicable), and identify who effected the
transaction. For purposes of this Section 4, a purchase, sale or other acquisition or disposition or transfer shall
be deemed to occur at the time the person becomes irrevocably committed to it. In the case of an open market
purchase or sale, this occurs when the trade is executed (not when it settles).

5. OTHER PROHIBITIONS ON TRADING ACTIVITIES.

A. Applicability.

This Section 5 applies to: (a) all employees designated from time to time by the Board of Directors, Chief Executive
Officer, Chief Financial Officer or Corporate Secretaries of H2O America as being subject to this Section 5, (b) all directors of
the Companies; (c) all officers of H2O America;
(d) all family members of the persons covered by subpart (b) and (c) above who share the same address as, or are financially
dependent on, the directors of the Companies and officers of H2O America; and (e) all corporations, partnerships, trusts or
other entities owned or controlled by any of the above persons.

B. Prohibitions.

No person covered by this Section 5 may engage in any of the following types of transactions:
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(a) Short sales of securities of the Companies, including short sales “against the box”;

(b) Hedging or monetization transactions and purchases or sales of puts or calls for speculative purposes. Hedging or
monetization transactions can be accomplished through a number of possible mechanisms, including through the
use of financial instruments such as prepaid variable forward agreements, equity swaps, collars and exchange
funds. These hedging and monetization transactions allow an owner of securities to lock in much of the value of
their stock holdings, often in exchange for all or part of the potential for upside appreciation in the stock. These
transactions allow the owner to continue to own the covered securities, but without the full risks and rewards of
ownership. When that occurs, the interests of the owners and the interests of the Companies and their stockholders
may be misaligned and may signal a message to the trading market that may not be in the best interests of the
Companies and their stockholders at the time it is conveyed;

(c) Pledge of securities of the Companies or holding securities of the Companies in margin accounts; or

(d) Engage in transactions of a speculative nature at any time.

Securities held in a margin account or pledged as collateral for a loan may be sold without a person’s consent by the
broker if such person fails to meet a margin call or by the lender in foreclosure if such person defaults on the loan. A margin or
foreclosure sale that occurs when a person is aware of material nonpublic information or otherwise is not permitted to trade in
securities of the Companies may, under some circumstances, result in unlawful insider trading. Because of this danger, holding
securities of the Companies in a margin account or pledging securities of the Companies as collateral for a loan is prohibited
hereunder.

The Covered Directors and Officers of H2O America must also comply with the reporting obligations and limitations
on short-swing transactions set forth in Section 16 of the Exchange Act. The practical effect of these provisions is that directors
and executive officers of H2O America who purchase and sell stock of H2O America within a six-month period may be
required to disgorge all profits to the H2O America regardless whether they are in possession of any material nonpublic
information. Certain types of transactions, including many benefit plan transactions, are not subject to this short-swing liability
rule, and directors and executive officer of H2O America should consult with the Corporate Secretaries if they have any
questions regarding compliance with Section 16 and other related rules.

6. DONATIONS OF SECURITIES.

Donations of securities may be deemed to be sales under this Policy if such donations do not constitute bona fide gifts of
securities. Whether a gift is truly bona fide will depend on the circumstances surrounding each gift. The more unrelated the donee
is to the donor, the more likely the gift would be considered “bona fide”. For example, gifts to charities, churches and service
organizations would be bona fide gifts. On the other hand, gifts to dependent children followed
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by a sale of the “gift” securities in close proximity to the time of the gift may imply some economic benefit to the donor and,
therefore, make the gift non-bona fide.

In addition, please note that a gift transaction by a Covered Director and Officer is required to be reported on a Form 4
within two (2) business days of such transaction, therefore it is important that the Covered Director and Officer inform the
Corporate Secretaries of any pending gift transaction as soon as possible following the transaction, but in any event within one
business day after the transaction.

7. POST-TERMINATION APPLICATION. This Policy continues to apply to transactions of securities of the Companies
even after an employee has terminated their service or employment, if they are in possession of material nonpublic information
when the termination occurs. In that event the employee may not trade in the securities of H2O America until such information
has become public or is no longer material.

8. PENALTIES FOR VIOLATION.

The consequences of insider trading violation can be staggering:

A. For individuals who trade on inside information (or tip information to others) the consequences could include:

(a) a civil penalty of up to three times the profit gained or loss avoided;
(b) a criminal fine (no matter how small the profit) of up to $5 million; and
(c) a jail term of up to twenty years.

B. For a company (as well as possibly any supervisory person) that fails to take appropriates steps to prevent illegal
trading the consequences could include:

(a) a civil penalty of the greater of $1 million or three times the profit gained or loss avoided as a result of the
employee’s violation; and

(b) a criminal penalty of up to $25 million.

Without regard to the penalties that may be imposed by others, violation of any of the foregoing rules is grounds for
disciplinary action by the Companies, including without limitation employment termination, termination of contract and
dismissal from the Board of Directors.

9. COMPANY ASSISTANCE.

H2O America has agreed to provide reasonable assistance to all Covered Directors and Officers of H2O America, as
requested by such person, in connection with the filing of Forms 3, 4 and 5 with the SEC under Section 16(a) of the Exchange
Act. However, the ultimate responsibility, and liability, for timely filing remains with the Covered Director and Officer.
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This amended Insider Trading Policy of the Companies is approved and adopted by the Board of Directors effective, February
25, 2026. It may be amended by a majority vote of the Board of Directors at any regular or special meeting of the Board.



ACKNOWLEDGMENT

Please sign the attachment acknowledging that you have read and agreed to abide by this Policy in your transaction in H2O
America stock.

All outside requests for information, comments or interviews (other than routine product inquires) which may result in the
dissemination of information must be directed to the Corporate Secretaries.

If you have any questions, please contact the Corporate Secretaries or the Chief Financial Officer of H2O America.
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Exhibit 21.1

SUBSIDIARIES OF H2O America

Following is a list of the subsidiaries of H2O America as of December 31, 2025, each of which, unless otherwise indicated, is wholly owned by the
Company either directly or through another subsidiary.

Name Jurisdiction of Organization
H2O America Land Company California
San Jose Water Company California
Chester Realty, Inc. Connecticut
Connecticut Water Service, Inc. Connecticut
The Connecticut Water Company Connecticut
New England Water Utility Services, Inc. Connecticut
H2O America NE LLC Delaware
National Water Utility Service, LLC Delaware
The Maine Water Company Maine
H2O America TX Holdings, Inc Texas
SJWTX, Inc., dba The Texas Water Company Texas
Texas Water Operation Services LLC Texas
H2O America Risk Solutions, Inc. Utah



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-282881 on Form S-3 and Registration Statement Nos. 333-
234140, 333-105010, and 333-271448 on Form S-8 of our report dated February 26, 2026, relating to the 2025 financial statements of H2O
America and the effectiveness of H2O America's internal control over financial reporting appearing in the Annual Report on Form 10-K for
the year ended December 31, 2025.

/s/ Deloitte & Touche LLP

San Jose, California

February 26, 2026



Exhibit 31.1
CERTIFICATIONS

I, Andrew F. Walters, certify that:

1.    I have reviewed this Annual Report on Form 10-K of H2O America (the “registrant”);

2.    Based on my knowledge, this report does not contain any untrue statement of a material 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 this
report;

3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 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.    The registrant’s other certifying officer(s) and I 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 this report 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 reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c)    evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 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 this report any change in the registrant’s internal 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’s internal control over financial reporting; and

5.    The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a)    all significant deficiencies and material weaknesses in 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 role in the registrant’s internal
control over financial reporting.

Date: February 26, 2026 /s/ ANDREW F. WALTERS
Andrew F. Walters
Chief Executive Officer and Chair of the Board
(Principal executive officer)



Exhibit 31.2
CERTIFICATIONS

I, Ann P. Kelly, certify that:

1.    I have reviewed this Annual Report on Form 10-K of H2O America (the “registrant”);

2.    Based on my knowledge, this report does not contain any untrue statement of a material 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 this
report;

3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 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.    The registrant’s other certifying officer(s) and I 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 this report 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 reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c)    evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report 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 this report any change in the registrant’s internal 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’s internal control over financial reporting; and

5.    The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

a)    all significant deficiencies and material weaknesses in 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 role in the registrant’s internal
control over financial reporting.

Date: February 26, 2026 /s/ ANN P. KELLY
Ann P. Kelly
Chief Financial Officer and Treasurer
(Principal financial officer)



Exhibit 32.1
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of H2O America (the “Company”) on Form 10-K for the year ended December 31, 2025, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Andrew F. Walters, Chief Executive Officer and Chair of the Board, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge on the date hereof:

(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/s/ ANDREW F. WALTERS
Andrew F. Walters
Chief Executive Officer and Chair of the Board
(Principal executive officer)
February 26, 2026



Exhibit 32.2
CERTIFICATION PURSUANT TO

18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of H2O America (the “Company”) on Form 10-K for the year ended December 31, 2025, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Ann P. Kelly, Chief Financial Officer and Treasurer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge on the date hereof:

(1) the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/s/ ANN P. KELLY
Ann P. Kelly
Chief Financial Officer and Treasurer
(Principal financial officer)
February 26, 2026


