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Item 8.01 Other Events

On January 21, 2020, Global Water Resources, Inc. (the “Company”) closed an underwritten public offering (the “Offering”) of 
870,000 shares of its common stock, par value $0.01 per share (the “Shares”). The Shares were issued and sold pursuant to an 
underwriting agreement (the “Underwriting Agreement”), dated January 16, 2020, by and between the Company and Roth Capital 
Partners, LLC (the “Underwriter”), at a public offering price per share of $12.50. The Company will receive net proceeds of 
approximately $10.0 million from the Offering after deducting underwriting discounts and commissions and estimated offering 
expenses payable by the Company. In addition, the Company has granted the Underwriter a 30-day option to purchase up to an 
additional 130,000 shares of its common stock at the public offering price, less the underwriting discounts and commissions.

The Offering was made pursuant to the Company’s effective registration statement on Form S-3 (File No. 333-219802), previously 
filed with and declared effective by the Securities and Exchange Commission (the "SEC") on August 22, 2017, and a prospectus 
supplement relating to the Offering and accompanying base prospectus (together, the "Prospectus"). The foregoing is only a brief 
description of the terms of the Underwriting Agreement, does not purport to be a complete statement of the rights and obligations 
of the parties under the Underwriting Agreement and the transactions contemplated thereby, and is qualified in its entirety by 
reference to the Underwriting Agreement that is attached hereto as Exhibit 1.1. A copy of the opinion of Snell & Wilmer L.L.P. 
relating to the legality of the issuance and sale of the Shares is attached hereto as Exhibit 5.1.

On January 15, 2020, the Company issued a press release announcing the launch of the Offering. A copy of the Company’s press 
release is attached hereto as Exhibit 99.1 to this Current Report on Form 8-K and is incorporated herein by reference in its entirety.

On January 16, 2020, the Company issued a press release announcing the pricing of the Offering. A copy of the Company’s press 
release is attached hereto as Exhibit 99.2 to this Current Report on Form 8-K and is incorporated herein by reference in its entirety.

On January 21, 2020, the Company issued a press release announcing the completion of the Offering. A copy of the Company’s 
press release is attached hereto as Exhibit 99.3 to this Current Report on Form 8-K and is incorporated herein by reference in its 
entirety.

The Prospectus contains updated risk factor disclosure relating to the Company’s business. Accordingly, the Company is filing 
information for the purpose of supplementing and updating the risk factor disclosure contained in the Company’s prior public 
filings, including those discussed under the heading, “Risk Factors,” in the Company’s Annual Report on Form 10-K for the year 
ended December 31, 2018 and its subsequent filings with the SEC.  The updated disclosure is attached hereto as Exhibit 99.4 to 
this Current Report on Form 8-K and is incorporated herein by reference in its entirety.

Item 9.01 Financial Statements and Exhibits.
(d) Exhibits

Exhibit No.   Description
     

1.1 Underwriting Agreement, dated January 16, 2020, by and between Global Water Resources, Inc. and Roth 
Capital Partners, LLC

5.1 Opinion of Snell & Wilmer L.L.P.

23.1 Consent of Snell & Wilmer L.L.P. (included in Exhibit 5.1)

99.1 Press Release, dated January 15, 2020

99.2 Press Release, dated January 16, 2020

99.3   Press Release, dated January 21, 2020

99.4   Updated Risk Factors 



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be 
signed on its behalf by the undersigned hereunto duly authorized.
 

    GLOBAL WATER RESOURCES, INC.
   
Date: January 21, 2020   /s/ Michael J. Liebman
    Michael J. Liebman
    Chief Financial Officer



EXHIBIT 1.1

870,000 Shares

GLOBAL WATER RESOURCES, INC.

UNDERWRITING AGREEMENT

January 16, 2020
Roth Capital Partners, LLC
888 San Clemente Drive
Newport Beach, CA  92660

Ladies and Gentlemen:

Global Water Resources, Inc., a Delaware corporation (the “Company”), proposes, subject 
to the terms and conditions stated in this Underwriting Agreement (the “Agreement”), to issue and 
sell to Roth Capital Partners, LLC (the “Underwriter”) an aggregate of 870,000 authorized but 
unissued shares (the “Firm Shares”), of the Company’s common stock, par value $0.01 per share 
(the “Common Stock”), including 8,775 shares of Common Stock to be sold to an existing 
stockholder of the Company (the “Stockholder Shares”). The Company has granted the Underwriter 
the option to purchase an aggregate of up to 130,000 additional shares of Common Stock (the 
“Option Shares”) as may be necessary to cover over-allotments made in connection with the offering 
(the Firm Shares and the Option Shares are herein collectively called the “Underwritten Shares”).

The Company and the Underwriter hereby confirm their agreement as follows:

1. Registration Statement and Prospectus.  The Company has prepared and filed with 
the Securities and Exchange Commission (the “Commission”) a registration statement on Form 
S-3, as amended (File No. 333-219802) under the Securities Act of 1933, as amended (the “Securities 
Act”) and the rules and regulations (the “Rules and Regulations”) of the Commission thereunder 
relating to the Underwritten Shares.  Such registration statement, as amended, has been declared 
effective by the Commission.  The registration statement, together with the amendments prior to 
the date of this Agreement, including the information, if any, deemed pursuant to Rule 430A, 430B 
or 430C under the Securities Act, is hereinafter referred to as the “Registration Statement” and the 
related base prospectus filed with the Commission on August 22, 2017 is hereinafter called the 
“Base Prospectus”.  If the Company has filed or files an abbreviated registration statement pursuant 
to Rule 462(b) under the Securities Act (the “Rule 462 Registration Statement”), then any reference 
herein to the term Registration Statement shall include such Rule 462 Registration Statement. 

 The Company is filing with the Commission pursuant to Rule 424 under the Securities Act 
a preliminary prospectus supplement and final prospectus supplement to the Base Prospectus relating 
to the Underwritten Shares. The final prospectus supplement as filed, along with the Base Prospectus, 
is hereinafter called the “Final Prospectus.”  The term “Preliminary Prospectus” means the Base 
Prospectus, together with any preliminary prospectus supplement used or filed with the Commission 
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Commission pursuant to Rule 424 of the Rules and Regulations, in the form provided to the 
Underwriter by the Company for use in connection with the offering of the Underwritten Shares. 
Such Final Prospectus and any Preliminary Prospectus in the form in which they shall be filed 
with the Commission pursuant to Rule 424(b) under the Securities Act (including the Base 
Prospectus as so supplemented) is hereinafter called a “Prospectus.” Reference made herein to the 
Base Prospectus, any Preliminary Prospectus or to the Final Prospectus shall be deemed to refer 
to and include any documents incorporated by reference therein and any reference to any 
amendment or supplement to the Base Prospectus, any Preliminary Prospectus or the Final 
Prospectus shall be deemed to refer to and include any document filed under the Securities 
Exchange Act of 1934, as amended (the “Exchange Act”), and the rules and regulations of the 
Commission thereunder, incorporated by reference in such Preliminary Prospectus or the Final 
Prospectus, as the case may be. The term “Effective Date” shall mean each date that the Registration 
Statement and any post- effective amendment or amendments thereto became or become effective.

As used in this paragraph and elsewhere in this Agreement: (A) “Pricing Disclosure 
Package” means the Base Prospectus, the Prospectus most recently filed with the Commission 
before the time of this Agreement, including any preliminary prospectus supplement deemed to 
be a part thereof, each Issuer Free Writing Prospectus, and the description of the transaction 
provided by the Underwriter included on Schedule I, (B) “Issuer Free Writing Prospectus” means 
any “issuer free writing prospectus,” as defined in Rule 433 under the Securities Act, relating to 
the Underwritten Shares that (i) is required to be filed with the Commission by the Company, or 
(ii) is exempt from filing pursuant to Rule 433(d)(5)(i) or (d)(8) under the Securities Act, in each 
case in the form filed or required to be filed with the Commission or, if not required to be filed, 
in the form retained in the Company’s records pursuant to Rule 433(g) under the Securities Act, 
and (C) “Applicable Time” means 5:15 A.M., Pacific time, on January 16, 2020.

For purposes of this Agreement, all references to the Registration Statement, the Rule 462 
Registration Statement, the Base Prospectus, the Preliminary Prospectus, or the Final Prospectus 
or any amendment or supplement to any of the foregoing shall be deemed to include the copy filed 
with the Commission pursuant to its Electronic Data Gathering, Analysis and Retrieval system or 
any successor system (“EDGAR”).

2. Representations and Warranties of the Company Regarding the Offering.

(a) The Company represents and warrants to, and agrees with, the Underwriter, 
as of the date hereof and as of the Closing Date (as defined in Section 4(c) below), except as 
otherwise indicated, as follows:

(i) No order preventing or suspending the use of any Preliminary 
Prospectus or Issuer Free Writing Prospectus has been issued by the Commission, and the 
Preliminary Prospectus included in the Pricing Disclosure Package, at the time of filing 
thereof, complied in all material respects with the Securities Act, and the Preliminary 
Prospectus, at the time of filing thereof, did not contain any untrue statement of a material 
fact or omit to state a material fact necessary in order to make the statements therein, in 
the light of the circumstances under which they were made, not misleading; provided that 
the Company makes no representation and warranty with respect to any statements or 
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omissions made in reliance upon and in conformity with information relating to any 
Underwriter furnished to the Company in writing by such Underwriter expressly for use 
in the Preliminary Prospectus, it being understood and agreed that the only such information 
furnished by any Underwriter consists of the information described as such in Section 7(f) 
hereof.

(ii) The Pricing Disclosure Package as of the Applicable Time did not, 
and as of the Closing Date and as of the Option Closing Date, as the case may be, will not, 
contain any untrue statement of a material fact or omit to state a material fact necessary in 
order to make the statements therein, in the light of the circumstances under which they 
were made, not misleading; provided that the Company makes no representation and 
warranty with respect to any statements or omissions made in reliance upon and in 
conformity with information relating to any Underwriter furnished to the Company in 
writing by such Underwriter expressly for use in such Pricing Disclosure Package, it being 
understood and agreed that the only such information furnished by any Underwriter consists 
of the information described as such in Section 7(f) hereof.

(iii) Each Issuer Free Writing Prospectus does not conflict with the 
information contained in the Registration Statement, the Pricing Disclosure Package or the 
Final Prospectus and each such Issuer Free Writing Prospectus, as supplemented by and 
taken together with the Pricing Disclosure Package, as of the Applicable Time, did not 
include any untrue statement of a material fact or omit to state any material fact necessary 
in order to make the statements therein, in the light of the circumstances under which they 
were made, not misleading; provided that the Company makes no representation and 
warranty with respect to any statements or omissions made in reliance upon and in 
conformity with information relating to any Underwriter furnished to the Company in 
writing by such Underwriter expressly for use in such Issuer Free Writing Prospectus, it 
being understood and agreed that the only such information furnished by any Underwriter 
consists of the information described as such in Section 7(f) hereof.

(iv) From January 1, 2016, through the date hereof, and of the initial 
filing of the Registration Statement by means of EDGAR, the Company has been and is 
presently, an “Emerging Growth Company” as defined in Section 2(a)(19) of the Securities 
Act. The Registration Statement (other than any Rule 462 Registration Statement) has been 
declared effective by the Commission. No order suspending the effectiveness of the 
Registration Statement has been issued by the Commission, and no proceeding for that 
purpose or pursuant to Section 8A of the Securities Act against the Company or related to 
the offering of the Underwritten Shares has been initiated or, to the Company’s knowledge, 
threatened by the Commission; as of the applicable Effective Date of the Registration 
Statement and any post-effective amendment thereto, the Registration Statement and any 
such post-effective amendment complied and will comply in all material respects with the 
Securities Act, and did not and will not contain any untrue statement of a material fact or 
omit to state a material fact required to be stated therein or necessary in order to make the 
statements therein not misleading; and as of the date of the Final Prospectus and any 
amendment or supplement thereto and as of the Closing Date and as of the Option Closing 
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Date, as the case may be, the Final Prospectus will not contain any untrue statement of a 
material fact or omit to state a material fact necessary in order to make the statements 
therein, in the light of the circumstances under which they were made, not misleading; 
provided that the Company makes no representation and warranty with respect to any 
statements or omissions made in reliance upon and in conformity with information relating 
to any Underwriter furnished to the Company in writing by such Underwriter expressly 
for use in the Registration Statement and the Final Prospectus and any amendment or 
supplement thereto, it being understood and agreed that the only such information furnished 
by any Underwriter consists of the information described as such in Section 7(f) hereof.

(v) The financial statements of the Company, together with the related 
notes, included in the Registration Statement, the Pricing Disclosure Package and the Final 
Prospectus comply in all material respects with the applicable requirements of the Securities 
Act and the Exchange Act and fairly present the consolidated financial condition of the 
Company as of the dates indicated and the consolidated results of operations and changes 
in cash flows for the periods therein specified in conformity with generally accepted 
accounting principles consistently applied throughout the periods involved; and the 
supporting schedules included in the Registration Statement present fairly the information 
required to be stated therein. No other financial statements, pro forma financial information 
or schedules are required under the Securities Act to be included in the Registration 
Statement, the Pricing Disclosure Package or the Final Prospectus. To the Company’s 
knowledge, Deloitte & Touche LLP which has expressed its opinion with respect to certain 
of the financial statements and schedules incorporated by reference in the Registration 
Statement, the Pricing Disclosure Package and the Final Prospectus, is an independent 
public accounting firm with respect to the Company within the meaning of the Securities 
Act and the Rules and Regulations. All disclosures contained in the Registration Statement, 
the Pricing Disclosure Package or the Final Prospectus regarding “non-GAAP financial 
measures” (as such term is defined by the rules and regulations of the Commission) comply 
with Regulation G under the Exchange Act, and Item 10 of Regulation S-K under the 
Securities Act, to the extent applicable.

(vi) The Company had a reasonable basis for, and made in good faith, 
each “forward-looking statement” (within the meaning of Section 27A of the Act or Section 
21E of the Exchange Act) contained in the Registration Statement, the Pricing Disclosure 
Package, or the Final Prospectus.

(vii) All statistical or market-related data included in the Registration 
Statement, the Pricing Disclosure Package or the Final Prospectus, are based on or derived 
from sources that the Company reasonably believes to be reliable and accurate, and the 
Company has obtained the written consent to the use of such data from such sources, to 
the extent required.

(viii) The Common Stock is registered pursuant to Section 12(b) of the 
Exchange Act pursuant to a registration statement on Form 8-A (File No. 001-37756) filed 
with the Commission on April 26, 2016. The Company has not taken any action designed 
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to, or likely to have the effect of, terminating the registration of the Common Stock under 
the Exchange Act or delisting the Common Stock from the Nasdaq Global Market or the 
Toronto Stock Exchange, and the Company has not received any notification that the 
Commission, the Nasdaq Global Market or the Toronto Stock Exchange is contemplating 
terminating such registration or listing. The Company has complied in all material respects 
with the applicable requirements of the Nasdaq Global Market and Toronto Stock Exchange 
for maintenance of inclusion of the Common Stock thereon. The Company has filed an 
application to include the Underwritten Shares on the Nasdaq Global Market and the 
Toronto Stock Exchange.

(ix) The Company has not taken, directly or indirectly, any action that 
is designed to or that has constituted or that would reasonably be expected to cause or result 
in the stabilization or manipulation of the price of any security of the Company to facilitate 
the sale or resale of the Underwritten Shares.

(x) The Company is not and, after giving effect to the offering and sale 
of the Underwritten Shares and the application of the net proceeds thereof, will not be an 
“investment company,” as such term is defined in the Investment Company Act of 1940, 
as amended.

(b) Any certificate signed by any officer of the Company and delivered to the 
Underwriter or to the Underwriter’s counsel shall be deemed a representation and warranty by the 
Company to the Underwriter under this Agreement as to the matters covered thereby.

3. Representations and Warranties Regarding the Company.

(a) The Company represents and warrants to and agrees with the Underwriter, 
except as set forth in the Registration Statement, the Pricing Disclosure Package and the Final 
Prospectus, as follows:

(i) Each of the Company and its subsidiaries has been duly organized 
and is validly existing as a corporation or other business entity in good standing under the 
laws of its jurisdiction of incorporation or organization. Each of the Company and its 
subsidiaries has the power and authority to own its properties and conduct its business as 
currently being carried on and as described in the Registration Statement, the Pricing 
Disclosure Package and the Final Prospectus, and is duly qualified to do business as a 
foreign corporation or other business entity in good standing in each jurisdiction in which 
it owns or leases real property or in which the conduct of its business makes such 
qualification necessary and in which the failure to so qualify would have or is reasonably 
likely to result in a material adverse effect upon the business, prospects, properties, 
operations, condition (financial or otherwise) or results of operations of the Company and 
its subsidiaries, taken as a whole, or in its ability to perform its obligations under this 
Agreement (“Material Adverse Effect”).

(ii) The Company has the power and authority to enter into this 
Agreement and to authorize, issue and sell the Underwritten Shares as contemplated by 
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this Agreement. This Agreement has been duly authorized, executed and delivered by the 
Company, and constitutes a valid, legal and binding obligation of the Company, enforceable 
against the Company in accordance with its terms, except as rights to indemnity hereunder 
may be limited by federal or state securities laws and except as such enforceability may 
be limited by bankruptcy, insolvency, reorganization or similar laws affecting the rights of 
creditors generally and subject to general principles of equity.

(iii) The execution, delivery and performance of this Agreement and the 
consummation of the transactions herein contemplated will not (A) result in a breach or 
violation of any of the terms and provisions of, or constitute a default under, any law, rule 
or regulation to which the Company or any subsidiary is subject, or by which any property 
or asset of the Company or any subsidiary is bound or affected, except to the extent that 
such breach, violation or default is not reasonably likely to result in a Material Adverse 
Effect, (B) conflict with, result in any violation or breach of, or constitute a default (or an 
event that with notice or lapse of time or both would become a default) under, or give to 
others any right of termination, amendment, acceleration or cancellation (with or without 
notice, lapse of time or both) of, any agreement, lease, credit facility, debt, note, bond, 
mortgage, indenture or other instrument (the “Contracts”), Permit or obligation or other 
understanding to which the Company or any subsidiary is a party of by which any property 
or asset of the Company or any subsidiary is bound or affected, except to the extent that 
such conflict, default, termination, amendment, acceleration or cancellation right is not 
reasonably likely to result in a Material Adverse Effect, or (C) result in a breach or violation 
of any of the terms and provisions of, or constitute a default under, the Company’s charter 
or by-laws.

(iv) Neither the Company nor any of its subsidiaries is in violation, 
breach or default under its charter or by-laws.

(v) Except for the registration of the Underwritten Shares under the 
Securities Act and applicable state securities laws, and such consents, approvals, orders, 
authorizations and filings as may be required by the Nasdaq Global Market, the Toronto 
Stock Exchange and the Financial Industry Regulatory Authority, Inc. (“FINRA”), all 
consents, approvals, orders, authorizations and filings required on the part of the Company 
and its subsidiaries in connection with the execution, delivery or performance of this 
Agreement have been obtained or made, other than such consents, approvals, orders and 
authorizations the failure of which to make or obtain is not reasonably likely to result in a 
Material Adverse Effect.

(vi) The Company has an authorized capitalization as set forth in the 
Registration Statement, the Pricing Disclosure Package and the Final Prospectus. All of 
the issued and outstanding shares of capital stock of the Company are duly authorized and 
validly issued, fully paid and nonassessable, and have been issued in compliance with all 
applicable securities laws, and conform to the description thereof in the Registration 
Statement, the Pricing Disclosure Package and the Final Prospectus. Except for the 
issuances of options or restricted stock in the ordinary course of business or as otherwise 
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described or expressly contemplated by the Pricing Disclosure Package or the Final 
Prospectus, and other than in respect of the Underwritten Shares, since the respective dates 
as of which information is provided in the Registration Statement, the Pricing Disclosure 
Package or the Final Prospectus, the Company has not entered into or granted any 
convertible or exchangeable securities, options, warrants, agreements, contracts or other 
rights in existence to purchase or acquire from the Company any shares of the capital stock 
of the Company. The Underwritten Shares have been duly authorized and reserved for 
issuance, and when issued and delivered against payment therefore as provided in this 
Agreement, will be validly issued and the issuance of the Underwritten Shares will be free 
of any preemptive rights, rights of first refusal or other similar rights. The Common Stock 
conforms to the description of the capital stock contained in the Pricing Disclosure Package 
and the Final Prospectus.

(vii) Each of the Company and its subsidiaries has filed all returns (as 
hereinafter defined) required to be filed with taxing authorities prior to the date hereof or 
has duly obtained extensions of time for the filing thereof. Each of the Company and its 
subsidiaries has paid all taxes (as hereinafter defined) shown as due on such returns that 
were filed and has paid all taxes imposed on or assessed against the Company or such 
respective subsidiary other than (1) as described or reflected in the Registration Statement, 
or (2) immaterial amounts or those amounts that are being contested in good faith by 
appropriate proceedings for which reserves have been established on the books and records 
of the Company. The provisions for taxes payable, if any, shown on the financial statements 
filed with or as part of the Registration Statement, the Pricing Disclosure Package and the 
Final Prospectus are sufficient for all accrued and unpaid taxes, whether or not disputed, 
and for all periods to and including the dates of such consolidated financial statements. 
Except as disclosed in writing to the Underwriter, (A) no material issues have been raised 
(and are currently pending) by any taxing authority in connection with any of the returns 
or taxes asserted as due from the Company or its subsidiaries, and (B) no waivers of statutes 
of limitation with respect to the returns or collection of taxes have been given by or requested 
from the Company or its subsidiaries. The term “taxes” means all federal, state, local, 
foreign, and other net income, gross income, gross receipts, sales, use, ad valorem, transfer, 
franchise, profits, license, lease, service, service use, withholding, payroll, employment, 
excise, severance, stamp, occupation, premium, property, windfall profits, customs, duties 
or other taxes, fees, assessments, or charges of any kind whatever, together with any interest 
and any penalties, additions to tax, or additional amounts with respect thereto. The term 
“returns” means all returns, declarations, reports, statements, and other documents required 
to be filed in respect to taxes.

(viii) Since the respective dates as of which information is given in the 
Registration Statement, the Pricing Disclosure Package or the Final Prospectus, except as 
disclosed in the Registration Statement, the Pricing Disclosure Package or the Final 
Prospectus, (A) none of the Company or any of its subsidiaries has incurred any material 
liabilities or obligations, direct or contingent, or entered into any material transactions other 
than in the ordinary course of business, (B) the Company has not declared or paid any 
dividends or made any distribution of any kind with respect to its capital stock other than 
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monthly dividends in accordance with past practice; (C) there has not been any change in 
the capital stock of the Company or any of its subsidiaries (other than a change in the 
number of outstanding shares of Common Stock due to the issuance of shares upon the 
exercise of outstanding options or warrants or the issuance of restricted stock awards or 
restricted stock under the Company’s existing stock awards plan, or any new grants thereof 
in the ordinary course of business), (D) there has not been any material change in the 
Company’s long-term or short-term debt, and (E) there has not been the occurrence of any 
Material Adverse Effect.

(ix) There is not pending or, to the knowledge of the Company, 
threatened, any action, suit or proceeding to which the Company or any of its subsidiaries 
is a party or of which any property or assets of the Company or its subsidiaries is the subject 
before or by any court or governmental agency, authority or body, or any arbitrator or 
mediator, which, if resolved adversely to the Company is reasonably likely to result in a 
Material Adverse Effect.

(x) The Company and each of its subsidiaries holds, and is in compliance 
with, all franchises, grants, authorizations, licenses, permits, easements, consents, 
certificates and orders (“Permits”) of any governmental or self-regulatory agency, authority 
or body (including, without limitation, of the Arizona Corporation Commission, the Arizona 
Department of Environmental Quality or any other agency or political subdivision of or 
municipality within the State of Arizona) required for the conduct of its business, and all 
such Permits are in full force and effect, in each case except where the failure to hold, or 
comply with, any such Permit would not, individually or in the aggregate, be reasonably 
likely to result in a Material Adverse Effect.

(xi) The Company and its subsidiaries have good and marketable title 
to all property (whether real or personal) described in the Registration Statement, the Pricing 
Disclosure Package and the Final Prospectus as being owned by them that are material to 
the Company, in each case free and clear of all liens, claims, security interests, other 
encumbrances or defects, except those that are not reasonably likely to result in a Material 
Adverse Effect. The property held under lease by the Company and its subsidiaries is held 
by them under valid, subsisting and enforceable leases with only such exceptions with 
respect to any particular lease as do not interfere in any material respect with the conduct 
of the business of the Company and its subsidiaries.

(xii) The Company and each of its subsidiaries owns or possesses or has 
valid right to use all patents, patent applications, trademarks, service marks, trade names, 
trademark registrations, service mark registrations, copyrights, licenses, inventions, trade 
secrets and similar rights (“Intellectual Property”) necessary for the conduct of the business 
of the Company and its subsidiaries as currently carried on and as described in the 
Registration Statement, the Pricing Disclosure Package and the Final Prospectus, except 
where the failure to have such rights would not, individually or in the aggregate, be 
reasonably likely to result in a Material Adverse Effect. To the knowledge of the Company, 
no action or use by the Company or any of its subsidiaries will involve or give rise to any 
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infringement of, or license or similar fees for, any Intellectual Property of others, except 
where such action, use, license or fee is not reasonably likely to result in a Material Adverse 
Effect. None of the Company, any of its subsidiaries has received any written notice alleging 
any such infringement or fee.

(xiii) The Company and each of its subsidiaries has complied with, is not 
in violation of, and has not received any notice of violation relating to any law, rule or 
regulation relating to the conduct of its business, or the ownership or operation of its property 
and assets, including, without limitation, (A) the Currency and Foreign Transactions 
Reporting Act of 1970, as amended, or any money laundering laws, rules or regulations of 
Canada or any other jurisdiction, (B) any laws, rules or regulations related to health, safety 
or the environment, including those relating to the regulation of hazardous substances, (C) 
the Sarbanes-Oxley Act and the rules and regulations of the Commission thereunder, (D) 
the Foreign Corrupt Practices Act of 1977 and the rules and regulations thereunder, (E) the 
Employment Retirement Income Security Act of 1974 and the rules and regulations 
thereunder, and (F) any laws, rules or regulations of Canada, or any province or territory 
or political subdivision of Canada addressing similar subject matter to any of the foregoing, 
in each case except where the failure to be in compliance is not reasonably likely to result 
in a Material Adverse Effect.

(xiv) None of the Company or any of its subsidiaries, nor, to the knowledge 
of the Company, any director, officer, employee, representative, agent or affiliate of the 
Company or any of its subsidiaries, is currently subject to any U.S. sanctions administered 
by the Office of Foreign Assets Control of the U.S. Treasury Department (“OFAC”) or any 
similar sanctions administered by any governmental agency in Canada or elsewhere; and 
the Company will not directly or indirectly use the proceeds of the offering of the 
Underwritten Shares contemplated hereby, or lend, contribute or otherwise make available 
such proceeds to any person or entity, for the purpose of financing the activities of any 
person currently subject to any U.S. sanctions administered by OFAC or any similar 
sanctions administered by any governmental agency in Canada or elsewhere.

(xv) The Company and each of its subsidiaries carries, or is covered by, 
insurance in such amounts and covering such risks as is adequate for the conduct of its 
business and the value of its properties and as is customary for companies engaged in 
similar businesses in similar industries.

(xvi) No labor dispute with the employees of the Company or any of its 
subsidiaries exists or, to the knowledge of the Company, is imminent that is reasonably 
likely to result in a Material Adverse Effect.

(xvii) None of the Company or any of its subsidiaries, nor, to the knowledge 
of the Company, any other party thereto is in violation, breach or default of any Contract 
that is reasonably likely to result in a Material Adverse Effect.

(xviii) No supplier, customer, distributor or sales agent of the Company has 
notified the Company that it intends to discontinue or decrease the rate of business done 
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with the Company, except where such decrease is not reasonably likely to result in a Material 
Adverse Effect.

(xix) To the Company’s knowledge, there are no claims, payments, 
issuances, arrangements or understandings for services in the nature of a finder’s, consulting 
or origination fee with respect to the introduction of the Company to the Underwriter or 
the sale of the Underwritten Shares hereunder or any other arrangements, agreements, 
understandings, payments or issuances with respect to the Company that may affect the 
Underwriter’s compensation, as determined by FINRA.

(xx) Except as disclosed to the Underwriter in writing, the Company has 
not made any direct or indirect payments (in cash, securities or otherwise) to (A) any person, 
as a finder’s fee, investing fee or otherwise, in consideration of such person raising capital 
for the Company or introducing to the Company persons who provided capital to the 
Company, (B) any FINRA member, or (C) any person or entity that has any direct or indirect 
affiliation or association with any FINRA member within the 12-month period prior to the 
date on which the Registration Statement was filed with the Commission (“Filing Date”) 
or thereafter.

(xxi) None of the net proceeds of the offering will be paid by the Company 
to any participating FINRA member or any affiliate or associate of any participating FINRA 
member, except as specifically authorized herein.

(xxii) To the Company’s knowledge, no (A) officer or director of the 
Company or its subsidiaries, (B) owner of 5% or more of the Company’s unregistered 
securities or that of its subsidiaries or (C) owner of any amount of the Company’s 
unregistered securities acquired within the 180-day period prior to the Filing Date, has any 
direct or indirect affiliation or association with any FINRA member. The Company will 
advise the Underwriter and its counsel if it becomes aware that any officer, director or 
stockholder of the Company or its subsidiaries is or becomes an affiliate or associated 
person of a FINRA member participating in the offering.

(xxiii) Other than the Underwriter, no person has the right to act as an 
underwriter or as a financial advisor to the Company in connection with the transactions 
contemplated hereby.

(xxiv) At the time of filing the Registration Statement and any post- 
effective amendment thereto, at the earliest time thereafter that the Company or any offering 
participant made a bona fide offer (within the meaning of Rule 164(h)(2) under the 
Securities Act) of the Underwritten Shares and at the date hereof, the Company was not 
and is not an “ineligible issuer,” as defined in Rule 405 under the Securities Act or an 
“excluded issuer” as defined in Rule 164 under the Securities Act. The Company has paid 
the registration fee for this offering pursuant to Rule 456(b)(1) under the Securities Act or 
will pay such fee within the time period required by such rule (without giving effect to the 
proviso therein) and in any event prior to the Closing Date.
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(xxv) The Company has not sold, issued or distributed any shares of 
Common Stock during the six-month period preceding the date hereof, including any sales 
pursuant to Rule 144A under, or Regulation D or Regulation S of, the Securities Act, other 
than shares of Common Stock issued pursuant to employee benefit plans, qualified stock 
option plans or other employee compensation plans or pursuant to outstanding convertible 
securities, options, rights or warrants.

(xxvi) The Company is in compliance in all material respects with all 
applicable provisions of the Sarbanes-Oxley Act of 2002 and all rules and regulations 
promulgated thereunder or implementing the provisions thereof.

4. Purchase, Sale and Delivery of Underwritten Shares.

(a) On the basis of the representations, warranties and agreements herein contained, 
but subject to the terms and conditions herein set forth, the Company agrees to issue and sell the 
Firm Shares to the Underwriter, and the Underwriter agrees to purchase the Firm Shares. The 
purchase price for each Firm Share (other than the Stockholder Shares) shall be US$11.8125 per 
Share (the “Per Share Price”). The purchase price for each Stockholder Share shall be US$12.50 
per Share.

(b) The Company hereby grants to the Underwriter the option to purchase some 
or all of the Option Shares and, upon the basis of the warranties and representations and subject 
to the terms and conditions herein set forth, the Underwriter shall have the right to purchase all or 
any portion of the Option Shares at the Per Share Price as may be necessary to cover over- allotments 
made in connection with the transactions contemplated hereby. This option may be exercised by 
the Underwriter at any time (but not more than once) on or before the thirtieth day following the 
date hereof, by written notice to the Company (the “Option Notice”). The Option Notice shall set 
forth the aggregate number of Option Shares as to which the option is being exercised, and the 
date and time when the Option Shares are to be delivered (such date and time being herein referred 
to as the “Option Closing Date”); provided, however, that the Option Closing Date shall not be 
earlier than the Closing Date (as defined below) nor earlier than the first business day after the 
date on which the option shall have been exercised nor later than the fifth business day after the 
date on which the option shall have been exercised unless the Company and the Underwriter 
otherwise agree.

Payment of the purchase price for and delivery of the Option Shares shall be made at the 
Option Closing Date in the same manner and at the same office as the payment for the Firm Shares 
as set forth in subparagraph (c) below, including with regard to the conditions set forth in Section 
6 below. For the purpose of expediting the checking of the certificate for the Option Shares by the 
Underwriter, the Company agrees to make a form of such certificate available to the Underwriter 
for such purpose at least one full business day preceding the Option Closing Date.

(c) The Firm Shares will be delivered by the Company to the Underwriter 
against payment of the purchase price therefor by wire transfer of same day funds payable to the 
order of the Company at the offices of Roth Capital Partners, LLC, 888 San Clemente Drive, 
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Newport Beach, CA 92660, or such other location as may be mutually acceptable, at 6:00 a.m. 
PST, on the second (or if the Firm Shares are priced, as contemplated by Rule 15c6-1(c) under the 
Exchange Act, after 4:30 p.m. Eastern time, the third) full business day following the date hereof, 
or at such other time and date as the Underwriter and the Company determine pursuant to Rule 
15c6-1(a) under the Exchange Act, or, in the case of the Option Shares, at such date and time set 
forth in the Option Notice. The time and date of delivery of the Firm Shares or the Option Shares, 
as applicable, is referred to herein as the “Closing Date.” If the Underwriter so elects, delivery of 
the Firm Shares and Option Shares may be made by credit through full fast transfer to the account 
at The Depository Trust Company designated by the Underwriter or it may be made through the 
facilities of The Depository Trust Company’s DWAC system. Certificates representing the 
Underwritten Shares, in definitive form and in such denominations and registered in such names 
as the Underwriter may request upon at least two business days’ prior notice to the Company, will 
be made available for checking and packaging not later than 10:30 a.m. PDT on the business day 
next preceding the Closing Date at the above addresses, or such other location as may be mutually 
acceptable. 

5. Covenants.

(a) The Company covenants and agrees with the Underwriter as follows:

(i) The Company shall prepare the Final Prospectus in a form approved 
by the Underwriter and file such Final Prospectus pursuant to Rule 424(b) under the 
Securities Act not later than the Commission's close of business on the second (2nd) business 
day following the execution and delivery of this Agreement, or, if applicable, such earlier 
time as may be required by the Rules and Regulations.

(ii) During the period beginning on the date hereof and ending on the 
later of the Closing Date or such date as, in the opinion of counsel for the Underwriter, the 
Final Prospectus is no longer required by law to be delivered in connection with sales by 
an underwriter or dealer (the “Prospectus Delivery Period”), prior to amending or 
supplementing the Registration Statement, including any Rule 462 Registration Statement, 
the Pricing Disclosure Package or the Final Prospectus, the Company shall furnish to the 
Underwriter for review and comment a copy of each such proposed amendment or 
supplement, and the Company shall not file any such proposed amendment or supplement 
to which the Underwriter reasonably objects.

(iii) From the date of this Agreement until the end of the Prospectus 
Delivery Period, the Company shall promptly advise the Underwriter in writing (A) of the 
receipt of any comments of, or requests for additional or supplemental information from, 
the Commission, the Ontario Securities Commission or any other securities regulatory 
authority or the Nasdaq Global Market or the Toronto Stock Exchange, (B) of the time and 
date of any filing of any post-effective amendment to the Registration Statement or any 
amendment or supplement to the Pricing Disclosure Package or the Final Prospectus or 
any Issuer Free Writing Prospectus, (C) of the time and date that any post-effective 
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amendment to the Registration Statement becomes effective and (D) of the issuance by the 
Commission of any stop order suspending the effectiveness of the Registration Statement 
or of any order preventing or suspending its use or the use of the Pricing Disclosure Package 
or any Issuer Free Writing Prospectus, or of any proceedings to remove, suspend or 
terminate from listing or quotation the Common Stock from any securities exchange upon 
which it is listed for trading or included or designated for quotation, or of the threatening 
or initiation of any proceedings for any of such purposes. If the Commission shall enter 
any such stop order at any time during the Prospectus Delivery Period, the Company will 
use its reasonable efforts to obtain the lifting of such order at the earliest possible moment. 
Additionally, the Company agrees that it shall comply with the provisions of Rules 424(b), 
430A and 430B, as applicable, under the Securities Act and will use its reasonable efforts 
to confirm that any filings made by the Company under Rule 424(b) or Rule 433 were 
received in a timely manner by the Commission (without reliance on Rule 424(b)(8) or 
164(b) of the Securities Act).

(iv) During the Prospectus Delivery Period, the Company will comply 
with all requirements imposed upon it by the Securities Act, as now and hereafter amended, 
and by the Rules and Regulations, as from time to time in force, and by the Exchange Act, 
as now and hereafter amended, so far as necessary to permit the continuance of sales of or 
dealings in the Underwritten Shares as contemplated by the provisions hereof, the Pricing 
Disclosure Package, the Registration Statement and the Final Prospectus. If during such 
period any event occurs as a result of which the Final Prospectus (or if the Final Prospectus 
is not yet available to prospective purchasers, the Pricing Disclosure Package) would 
include an untrue statement of a material fact or omit to state a material fact necessary to 
make the statements therein, in the light of the circumstances then existing, not misleading, 
or if during such period it is necessary or appropriate in the opinion of the Company or its 
counsel or the Underwriter or its counsel to amend the Registration Statement or supplement 
the Final Prospectus (or if the Final Prospectus is not yet available to prospective purchasers, 
the Pricing Disclosure Package) to comply with the Securities Act, or to file under the 
Exchange Act any document that would be deemed to be incorporated by reference in the 
Final Prospectus in order to comply with the Securities Act or the Exchange Act, the 
Company will promptly notify the Underwriter, allow the Underwriter the opportunity to 
provide reasonable comments on such amendment, Prospectus supplement or document, 
and will amend the Registration Statement or supplement the Final Prospectus (or if the 
Final Prospectus is not yet available to prospective purchasers, the Pricing Disclosure 
Package) or file such document (at the expense of the Company) so as to correct such 
statement or omission or effect such compliance.

(v) If at any time following the issuance of an Issuer Free Writing 
Prospectus there occurs an event or development as a result of which such Issuer Free 
Writing Prospectus would conflict with the information contained in the Registration 
Statement or any Prospectus or would include an untrue statement of a material fact or 
would omit to state a material fact necessary in order to make the statements therein, in 
the light of the circumstances prevailing at that subsequent time, not misleading, the 
Company promptly will notify the Underwriter and will promptly amend or supplement, 
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at its own expense, such Issuer Free Writing Prospectus to eliminate or correct such conflict, 
untrue statement or omission.

(vi) The Company shall take or cause to be taken all necessary action to 
qualify the Underwritten Shares for sale under the securities laws of such jurisdictions as 
the Underwriter reasonably designates and to continue such qualifications in effect so long 
as required for the distribution of the Underwritten Shares, except that the Company shall 
not be required in connection therewith to qualify as a foreign corporation or as a dealer 
in securities in any jurisdiction in which it is not so qualified, to file a prospectus or any 
offering document in any jurisdiction (other than the Registration Statement and the Final 
Prospectus), to execute a general consent to service of process in any state or to subject 
itself to taxation in respect of doing business in any jurisdiction in which it is not otherwise 
subject.

(vii) The Company will furnish to the Underwriter and counsel for the 
Underwriter copies of the Registration Statement, each Prospectus, any Issuer Free Writing 
Prospectus, and all amendments and supplements to such documents, in each case as soon 
as available and in such quantities as the Underwriter may from time to time reasonably 
request. 

(viii) The Company will make generally available to its security holders 
as soon as practicable, but in any event not later than 15 months after the end of the 
Company’s current fiscal quarter, an earnings statement (which need not be audited) 
covering a 12-month period that shall satisfy the provisions of Section 11(a) of the Securities 
Act and Rule 158 of the Rules and Regulations.

(ix) The Company, whether or not the transactions contemplated 
hereunder are consummated or this Agreement is terminated, will pay or cause to be paid 
(A) all expenses (including transfer taxes allocated to the respective transferees) incurred 
in connection with the delivery to the Underwriter of the Underwritten Shares, (B) all 
expenses and fees (including, without limitation, fees and expenses of the Company’s 
counsel) incurred by the Company in connection with the preparation, printing, filing, 
delivery, and shipping of the Registration Statement (including the financial statements 
therein and all amendments, schedules, and exhibits thereto), the Underwritten Shares, the 
Pricing Disclosure Package, the Final Prospectus, any Issuer Free Writing Prospectus and 
any amendment thereof or supplement thereto, (C) all reasonable filing fees and reasonable 
fees and disbursements of the Underwriter’s counsel incurred in connection with the 
qualification of the Underwritten Shares for offering and sale by the Underwriter or by 
dealers under the securities or blue sky laws of the states and other jurisdictions that the 
Underwriter shall designate, (D) the fees and expenses of any transfer agent or registrar, 
(E) the reasonable filing fees and reasonable fees and disbursements of Underwriter’s 
counsel incident to any required review and approval by FINRA of the terms of the sale 
of the Underwritten Shares, (F) listing fees, if any, and (G) all other costs and expenses 
incident to the performance of its obligations hereunder that are not otherwise specifically 
provided for herein. In addition to the foregoing, the Company will reimburse the 
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Underwriter for its reasonable, documented out-of-pocket expenses incurred in connection 
with the purchase and sale of the Underwritten Shares contemplated hereby (the 
“Underwriter’s Expenses”). If this Agreement is terminated by the Underwriter in 
accordance with the provisions of Section 6 or Section 9, the Company will reimburse the 
Underwriter for all reasonable, documented out-of-pocket disbursements (including, but 
not limited to, reasonable fees and disbursements of counsel, travel expenses, postage, 
facsimile and telephone charges) incurred by the Underwriter in connection with its 
investigation, preparing to market and marketing of the Underwritten Shares or in 
contemplation of performing its obligations hereunder. Notwithstanding the foregoing, the 
maximum amount payable by the Company for fees and disbursements of the Underwriter’s 
counsel pursuant to this Section 5(a)(ix) exclusive of the Underwriter’s Expenses shall be 
US$80,000, exclusive of any indemnity obligations that the Company may have.

(x) The Company intends to apply the net proceeds from the sale of the 
Underwritten Shares to be sold by it hereunder for the purposes set forth in the Pricing 
Disclosure Package and in the Final Prospectus.

(xi) The Company has not taken and will not take, directly or indirectly, 
during the Prospectus Delivery Period, any action designed to or which might reasonably 
be expected to cause or result in, or that has constituted, the stabilization or manipulation 
of the price of any security of the Company to facilitate the sale or resale of the Underwritten 
Shares.

(xii) The Company represents and agrees that, unless it obtains the prior 
written consent of the Underwriter, and the Underwriter represents and agrees that, unless 
it obtains the prior written consent of the Company, it has not made and will not make any 
offer relating to the Underwritten Shares that would constitute an Issuer Free Writing 
Prospectus; provided that the prior written consent of the parties hereto shall be deemed 
to have been given in respect of the free writing prospectuses included in Schedule I. The 
Company has complied and will comply with the requirements of Rule 433 under the 
Securities Act applicable to any Issuer Free Writing Prospectus, including timely filing 
with the Commission or retention where required and legending; and the Company 
represents that it has satisfied and agrees that it will satisfy the conditions under Rule 433 
under the Act to avoid a requirement to file with the Commission any electronic road show.

(xiii) The Company hereby agrees that, without the prior written consent 
of the Underwriter, it will not, during the period ending 90 days after the date hereof (“Lock-
Up Period”), (A) offer, pledge, issue, sell, contract to sell, purchase, contract to purchase, 
lend, or otherwise transfer or dispose of, directly or indirectly, any shares of Common Stock 
or any securities convertible into or exercisable or exchangeable for Common Stock; (B) 
enter into any swap or other arrangement that transfers to another, in whole or in part, any 
of the economic consequences of ownership of the Common Stock, whether any such 
transaction described in clause (A) or (B) above is to be settled by delivery of Common 
Stock or such other securities, in cash or otherwise; or (C) file any registration statement 
with the Commission relating to the offering of any shares of Common Stock or any 
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securities convertible into or exercisable or exchangeable for Common Stock. The 
restrictions contained in the preceding sentence shall not apply to (1) the Underwritten 
Shares to be sold hereunder, (2) the issuance of Common Stock upon the exercise of options 
or warrants disclosed as outstanding in the Registration Statement (excluding exhibits 
thereto) or the Final Prospectus, (3) the issuance of employee stock options not exercisable 
during the Lock-Up Period and the grant of restricted stock awards or settlement in cash 
of restricted stock units pursuant to equity incentive plans described in the Registration 
Statement (excluding exhibits thereto) and the Final Prospectus, (4) the issuance of common 
stock or warrants to purchase common stock in connection with mergers, acquisitions of 
securities, businesses, property or other assets, joint ventures, strategic alliances, equipment 
leasing arrangements or debt financing, or (5) the filing of a registration statement on Form 
S-8 relating to the Global Water Resources, Inc. 2020 Omnibus Incentive Plan. 
Notwithstanding the foregoing, if the Company ceases to be an “Emerging Growth 
Company” at any time prior to the expiration of the Lock-Up Period and if (x) the Company 
issues an earnings release or material news, or a material event relating to the Company 
occurs, during the last 17 days of the Lock-Up Period, or (y) prior to the expiration of the 
Lock-Up Period, the Company announces that it will release earnings results during the 
16-day period beginning on the last day of the Lock-Up Period, the restrictions imposed 
by this clause shall continue to apply until the expiration of the 18-day period beginning 
on the issuance of the earnings release or the occurrence of the material news or material 
event, unless the Underwriter waives such extension in writing. The Company agrees not 
to accelerate the vesting of any option (other than pursuant to any employment agreement 
entered into with the Company prior to the date hereof) or warrant or the lapse of any 
repurchase right prior to the expiration of the Lock-Up Period.

(xiv) The Company agrees to promptly notify the Underwriter if the 
Company ceases to be an “Emerging Growth Company” at any time prior to the later of 
(A) the completion of the 90-day restricted period referred to in Section 5(a)(xiii) hereof 
and (B) the completion of the distribution of the Underwritten Shares within the meaning 
of the Securities Act; provided, however, that the Company shall be under no obligation 
to provide such notification after the completion of the 90-day restricted period unless the 
Underwriter has previously notified the Company that it is still undertaking such 
distribution as of the completion of this restricted period.

(xv) The Company will use its commercially reasonable efforts to list 
the Underwritten Shares on the Nasdaq Global Market and the Toronto Stock Exchange.

6. Conditions of the Underwriter’s Obligations. The obligations of the Underwriter 
hereunder to purchase the Underwritten Shares are subject to the accuracy, as of the date hereof 
and at the Closing Date (as if made at the Closing Date), of and compliance with all representations, 
warranties and agreements of the Company contained herein, the performance by the Company 
of its obligations hereunder and the following additional conditions:

(a) If the filing of the Final Prospectus, or any amendment or supplement 
thereto, or any Issuer Free Writing Prospectus, is required under the Securities Act or the Rules 
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and Regulations, the Company shall have filed the Final Prospectus (or such amendment or 
supplement) or such Issuer Free Writing Prospectus with the Commission in the manner and within 
the time period so required (without reliance on Rule 424(b)(8) or 164(b) promulgated under the 
Securities Act); the Registration Statement shall remain effective; no stop order suspending the 
effectiveness of the Registration Statement or any part thereof, any Rule 462 Registration 
Statement, or any amendment thereof, nor suspending or preventing the use of the Pricing 
Disclosure Package or the Final Prospectus or any Issuer Free Writing Prospectus shall have been 
issued; no proceedings for the issuance of such an order shall have been initiated or threatened; 
and any request of the Commission or the Underwriter for additional information (to be included 
in the Registration Statement, the Pricing Disclosure Package, the Final Prospectus, any Issuer 
Free Writing Prospectus or otherwise) shall have been complied with to the Underwriter’s 
satisfaction.

(b) The Underwritten Shares shall be approved for listing on the Nasdaq Global 
Market and the Toronto Stock Exchange.

(c) FINRA shall have raised no objection to the fairness and reasonableness of 
the underwriting terms and arrangements.

(d) The Underwriter shall not have reasonably determined, and advised the 
Company, that the Registration Statement, the Pricing Disclosure Package or the Final Prospectus, 
or any amendment thereof or supplement thereto, or any Issuer Free Writing Prospectus, contains 
an untrue statement of fact which, in the Underwriter’s reasonable opinion, is material, or omits 
to state a fact which, in the Underwriter’s reasonable opinion, is material and is required to be 
stated therein or necessary to make the statements therein not misleading and the Company shall 
not have promptly taken such action as is necessary to cure such untrue statement of material fact 
or material omission of fact.

(e) On or after the date hereof (i) no downgrading shall have occurred in the 
rating accorded any of the Company’s securities by any “nationally recognized statistical 
organization,” as that term is defined by the Commission for purposes of Rule 436(g)(2) under the 
Securities Act, and (ii) no such organization shall have publicly announced that it has under 
surveillance or review, with possible negative implications, its rating of any of the Company’s 
securities.

(f) On the Closing Date, there shall have been furnished to the Underwriter the 
opinion letters of Snell & Wilmer L.L.P., dated the Closing Date and addressed to the Underwriter, 
in form and substance as set forth in Schedule II hereto.

(g) The Underwriter shall have received on and as of the Closing Date an opinion 
of Dorsey & Whitney LLP, counsel for the Underwriter, with respect to such matters as the 
Underwriter may reasonably request, and such counsel shall have received such documents and 
information as they may reasonably request to enable them to pass upon such matters.

(h) The Underwriter shall have received a letter of Deloitte & Touche LLP, on 
the date hereof and on the Closing Date addressed to the Underwriter, in a form acceptable to the 
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Underwriter, confirming that they are independent public accountants within the meaning of the 
Securities Act and are in compliance with the applicable requirements relating to the qualifications 
of accountants under Rule 2-01 of Regulation S-X of the Commission, and confirming, as of the 
date of each such letter (or, with respect to matters involving changes or developments since the 
respective dates as of which specified financial information is given in the Pricing Disclosure 
Package, as of a date not prior to the date hereof or more than five days prior to the date of such 
letter), the conclusions and findings of said firm with respect to the financial information and other 
matters required by the Underwriter.

(i) On the Closing Date, there shall have been furnished to the Underwriter a 
certificate, dated the Closing Date and addressed to the Underwriter, signed by the chief executive 
officer and the chief financial officer of the Company, in their capacity as officers of the Company, 
to the effect that:

(i) The representations and warranties of the Company in this 
Agreement that are qualified by materiality or by reference to any Material Adverse Effect 
are true and correct in all respects, and all other representations and warranties of the 
Company in this Agreement are true and correct, in all material respects, as if made at and 
as of the Closing Date, and the Company has complied in all material respects with all the 
agreements and satisfied all the conditions on its part to be performed or satisfied at or 
prior to the Closing Date;

(ii) No stop order or other order (A) suspending the effectiveness of the 
Registration Statement or any part thereof or any amendment thereof, (B) suspending the 
qualification of the Underwritten Shares for offering or sale, or (C) suspending or preventing 
the use of the Pricing Disclosure Package, the Final Prospectus or any Issuer Free Writing 
Prospectus, has been issued, and no proceeding for that purpose has been instituted or, to 
their knowledge, is contemplated by the Commission or any state or regulatory body; and

(iii) There has been no occurrence of any event resulting or reasonably 
likely to result in a Material Adverse Effect during the period from and after the date of 
this Agreement and prior to the Closing Date.

(j) On or before the date hereof, the Underwriter shall have received duly 
executed “lock-up” agreements, in a form attached hereto as Exhibit A, between the Underwriter 
and each party named on Schedule III.

(k) The Company shall have furnished to the Underwriter and its counsel such 
additional documents, certificates and evidence as the Underwriter or its counsel may have 
reasonably requested.

If any condition specified in this Section 6 shall not have been fulfilled when and as required 
to be fulfilled, this Agreement may be terminated by the Underwriter by notice to the Company 
at any time at or prior to the Closing Date and such termination shall be without liability of any 
party to any other party, except that Section 5(a)(ix), Section 7 and Section 8 shall survive any 
such termination and remain in full force and effect.
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7. Indemnification and Contribution.

(a) The Company agrees to indemnify, defend and hold harmless the 
Underwriter, its affiliates, directors and officers and employees, and each person, if any, who 
controls the Underwriter within the meaning of Section 15 of the Securities Act or Section 20 of 
the Exchange Act, from and against any losses, claims, damages or liabilities to which the 
Underwriter or such person may become subject, under the Securities Act or otherwise (including 
in settlement of any litigation if such settlement is effected with the written consent of the 
Company), insofar as such losses, claims, damages or liabilities (or actions in respect thereof) arise 
out of or are based upon (i) an untrue statement or alleged untrue statement of a material fact 
contained in the Registration Statement, including the information deemed to be a part of the 
Registration Statement at the time of effectiveness and at any subsequent time pursuant to Rules 
430A and 430B of the Rules and Regulations, or arise out of or are based upon the omission from 
the Registration Statement, or alleged omission to state therein, a material fact required to be stated 
therein or necessary to make the statements therein not misleading, (ii) an untrue statement or 
alleged untrue statement of a material fact contained in the Pricing Disclosure Package, the Final 
Prospectus, or any amendment or supplement thereto, any Issuer Free Writing Prospectus or any 
“issuer information” filed or required to be filed pursuant to Rule 433(d) under the Act, or arise 
out of or are based upon the omission or alleged omission to state therein a material fact required 
to be stated therein or necessary to make the statements therein not misleading, in each case to the 
extent, but only to the extent, that such untrue statement or alleged untrue statement or omission 
or alleged omission was made in the Registration Statement, any Preliminary Prospectus, the Final 
Prospectus, or the Pricing Disclosure Package, or any such amendment or supplement thereto, any 
Issuer Free Writing Prospectus or any “issuer information” filed or required to be filed pursuant 
to Rule 433(d) under the Act, or arise out of or are based upon the omission or alleged omission 
to state therein a material fact required to be stated therein or necessary to make the statements 
therein, in light of the circumstances under which they were made, not misleading, (iii) in whole 
or in part, any inaccuracy in the representations and warranties of the Company contained herein, 
or (iv) in whole or in part, any failure of the Company to perform its obligations hereunder or 
under law, and will reimburse the Underwriter for any legal or other expenses reasonably incurred 
by it in connection with evaluating, investigating or defending against such loss, claim, damage, 
liability or action; provided, however, that the Company shall not be liable in any such case to the 
extent that any such loss, claim, damage, liability or action arises out of or is based upon an untrue 
statement or alleged untrue statement or omission or alleged omission made in the Registration 
Statement, the Pricing Disclosure Package, the Final Prospectus, or any amendment or supplement 
thereto, any Issuer Free Writing Prospectus or any “issuer information” filed or required to be filed 
pursuant to Rule 433(d) under the Act, in reliance upon and in conformity with written information 
furnished to the Company by the Underwriter specifically for use in the preparation thereof, which 
written information is described in Section 7(f), other than losses, claims, damages or liabilities 
(or expenses relating thereto) that are finally judicially determined to have resulted from the bad 
faith or gross negligence of the Underwriter.

(b) The Underwriter will indemnify, defend and hold harmless the Company, 
its affiliates, directors, officers and employees, and each person, if any, who controls the Company 
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within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act, from 
and against any losses, claims, damages or liabilities to which the Company may become subject, 
under the Securities Act or otherwise (including in settlement of any litigation, if such settlement 
is effected with the written consent of such Underwriter), insofar as such losses, claims, damages 
or liabilities (or actions in respect thereof) arise out of or are based upon an untrue statement or 
alleged untrue statement of a material fact contained in the Registration Statement, the Pricing 
Disclosure Package, the Final Prospectus, or any amendment or supplement thereto any Issuer 
Free Writing Prospectus or any “issuer information” filed or required to be filed pursuant to Rule 
433(d) under the Act, or arise out of or are based upon the omission or alleged omission to state 
therein a material fact required to be stated therein or necessary to make the statements therein not 
misleading, in each case to the extent, but only to the extent, that such untrue statement or alleged 
untrue statement or omission or alleged omission was made in the Registration Statement, the 
Pricing Disclosure Package, the Final Prospectus, or any amendment or supplement thereto any 
Issuer Free Writing Prospectus or any “issuer information” filed or required to be filed pursuant 
to Rule 433(d) under the Act, in reliance upon and in conformity with written information furnished 
to the Company by the Underwriter specifically for use in the preparation thereof, which written 
information is described in Section 7(f), and will reimburse the Company for any legal or other 
expenses reasonably incurred by the Company in connection with defending against any such loss, 
claim, damage, liability or action.

(c) Promptly after receipt by an indemnified party under subsection (a) or (b) 
above of notice of the commencement of any action, such indemnified party shall, if a claim in 
respect thereof is to be made against the indemnifying party under such subsection, notify the 
indemnifying party in writing of the commencement thereof; but the failure to notify the 
indemnifying party shall not relieve the indemnifying party from any liability that it may have to 
any indemnified party except to the extent such indemnifying party has been materially prejudiced 
by such failure. In case any such action shall be brought against any indemnified party, it shall 
notify the indemnifying party of the commencement thereof, and the indemnifying party shall be 
entitled to participate in, and, to the extent that it shall wish, jointly with any other indemnifying 
party similarly notified, to assume the defense thereof, with counsel satisfactory to such indemnified 
party, and after notice from the indemnifying party to such indemnified party of the indemnifying 
party’s election so to assume the defense thereof, the indemnifying party shall not be liable to such 
indemnified party under such subsection for any legal or other expenses subsequently incurred by 
such indemnified party in connection with the defense thereof; provided, however, that if (i) the 
indemnified party has reasonably concluded (based on advice of counsel) that there may be legal 
defenses available to it or other indemnified parties that are different from or in addition to those 
available to the indemnifying party, (ii) a conflict or potential conflict exists (based on advice of 
counsel to the indemnified party) between the indemnified party and the indemnifying party (in 
which case the indemnifying party will not have the right to direct the defense of such action on 
behalf of the indemnified party), or (iii) the indemnifying party has not in fact employed counsel 
reasonably satisfactory to the indemnified party to assume the defense of such action within a 
reasonable time after receiving notice of the commencement of the action, the indemnified party 
shall have the right to employ a single counsel to represent it in any claim in respect of which 
indemnity may be sought under subsection (a) or (b) of this Section 7, in which event the reasonable 
fees and expenses of such separate counsel shall be borne by the indemnifying party or parties and 
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reimbursed to the indemnified party as incurred.

The indemnifying party under this Section 7 shall not be liable for any settlement 
of any proceeding effected without its written consent, but if settled with such consent or if there 
be a final judgment for the plaintiff, the indemnifying party agrees to indemnify the indemnified 
party against any loss, claim, damage, liability or expense by reason of such settlement or judgment. 
No indemnifying party shall, without the prior written consent of the indemnified party, effect any 
settlement, compromise or consent to the entry of judgment in any pending or threatened action, 
suit or proceeding in respect of which any indemnified party is a party or could be named and 
indemnity was or would be sought hereunder by such indemnified party, unless such settlement, 
compromise or consent (a) includes an unconditional release of such indemnified party from all 
liability for claims that are the subject matter of such action, suit or proceeding and (b) does not 
include a statement as to or an admission of fault, culpability or a failure to act by or on behalf of 
any indemnified party.

(d) If the indemnification provided for in this Section 7 is unavailable or 
insufficient to hold harmless an indemnified party under subsection (a) or (b) above, then each 
indemnifying party shall contribute to the amount paid or payable by such indemnified party as a 
result of the losses, claims, damages or liabilities referred to in subsection (a) or (b) above, (i) in 
such proportion as is appropriate to reflect the relative benefits received by the Company on the 
one hand and the Underwriter on the other from the offering and sale of the Underwritten Shares 
or (ii) if the allocation provided by clause (i) above is not permitted by applicable law, in such 
proportion as is appropriate to reflect not only the relative benefits referred to in clause (i) above 
but also the relative fault of the Company on the one hand and the Underwriter on the other in 
connection with the statements or omissions that resulted in such losses, claims, damages or 
liabilities, as well as any other relevant equitable considerations. The relative benefits received by 
the Company on the one hand and the Underwriter on the other shall be deemed to be in the same 
proportion as the total net proceeds from the offering (before deducting expenses) received by the 
Company bear to the total underwriting discounts and commissions received by the Underwriter, 
in each case as set forth in the table on the cover page of the Final Prospectus. The relative fault 
shall be determined by reference to, among other things, whether the untrue or alleged untrue 
statement of a material fact or the omission or alleged omission to state a material fact relates to 
information supplied by the Company or the Underwriter and the parties’ relevant intent, 
knowledge, access to information and opportunity to correct or prevent such untrue statement or 
omission. The Company and the Underwriter agree that it would not be just and equitable if 
contributions pursuant to this subsection (d) were to be determined by pro rata allocation or by 
any other method of allocation that does not take account of the equitable considerations referred 
to in the first sentence of this subsection (d). The amount paid by an indemnified party as a result 
of the losses, claims, damages or liabilities referred to in the first sentence of this subsection (d) 
shall be deemed to include any legal or other expenses reasonably incurred by such indemnified 
party in connection with investigating or defending against any action or claim that is the subject 
of this subsection (d). Notwithstanding the provisions of this subsection (d), the Underwriter shall 
not be required to contribute any amount in excess of the amount of the Underwriter’s discounts 
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and commissions referenced in Section 4(a) actually received by the Underwriter pursuant to this 
Agreement. No person guilty of fraudulent misrepresentation (within the meaning of Section 11(f) 
of the Securities Act) shall be entitled to contribution from any person who was not guilty of such 
fraudulent misrepresentation.

(e) The obligations of the Company under this Section 7 shall be in addition to 
any liability that the Company may otherwise have and the benefits of such obligations shall extend, 
upon the same terms and conditions, to each person, if any, who controls the Underwriter within 
the meaning of Section 15 of the Securities Act or Section 20 of the Exchange Act; and the 
obligations of the Underwriter under this Section 7 shall be in addition to any liability that the 
Underwriter may otherwise have and the benefits of such obligations shall extend, upon the same 
terms and conditions, to the Company, and officers, directors and each person who controls the 
Company within the meaning of Section 15 of the Securities Act or Section 20 of the Exchange 
Act.

(f) For purposes of this Agreement, the Underwriter confirms, and the 
Company acknowledges, that there is no information concerning the Underwriter furnished in 
writing to the Company by the Underwriter specifically for preparation of or inclusion in the 
Registration Statement, the Pricing Disclosure Package, the Final Prospectus, any Issuer Free 
Writing Prospectus or any “issuer information” filed or required to be filed pursuant to Rule 433(d) 
under the Act, other than the statements set forth in the “Underwriting” section of the Final 
Prospectus and Pricing Disclosure Package, only insofar as such statements relate to the amount 
of selling concession and re-allowance or to over-allotment and related activities that may be 
undertaken by the Underwriter.

8. Representations and Agreements to Survive Delivery. All representations, 
warranties, and agreements of the Company herein or in certificates delivered pursuant hereto, 
including, but not limited to, the agreements of the Underwriter and the Company contained in 
Section 5(a)(ix) and Section 7 hereof, shall remain operative and in full force and effect regardless 
of any investigation made by or on behalf of the Underwriter or any controlling person thereof, or 
the Company or any of its officers, directors, or controlling persons, and shall survive delivery of, 
and payment for, the Underwritten Shares to and by the Underwriter hereunder.

9. Termination of this Agreement.

(a) The Underwriter shall have the right to terminate this Agreement by giving 
notice to the Company as hereinafter specified at any time at or prior to the Closing Date, if in the 
discretion of the Underwriter, (i) there has occurred any material adverse change in the securities 
markets or any event, act or occurrence that has materially disrupted, or in the opinion of the 
Underwriter, will in the future materially disrupt, the securities markets or there shall be such a 
material adverse change in general financial, political or economic conditions or the effect of 
international conditions on the financial markets in the United States as to make it, in the judgment 
of the Underwriter, inadvisable or impracticable to market the Underwritten Shares or enforce 
contracts for the sale of the Underwritten Shares (ii) trading in the Company’s Common Stock 



23

shall have been suspended by the Commission or the Nasdaq Global Market, or by Canadian 
securities regulatory authorities or the Toronto Stock Exchange or trading in securities generally 
on the Nasdaq Global Market, New York Stock Exchange, NYSE Amex or the Toronto Stock 
Exchange shall have been suspended, (iii) minimum or maximum prices for trading shall have 
been fixed, or maximum ranges for prices for securities shall have been required, on the Nasdaq 
Global Market, New York Stock Exchange or the Toronto Stock Exchange, by such exchange or 
by order of the Commission or any other governmental authority having jurisdiction, (iv) a banking 
moratorium shall have been declared by federal or state authorities, (v) there shall have occurred 
any attack on or outbreak or escalation of hostilities or act of terrorism involving the United States 
resulting in any declaration by the United States of a national emergency or war, any substantial 
change or development involving a prospective substantial change in United States or international 
political, financial or economic conditions or any other calamity or crisis, or (vi) the Company 
suffers any loss by strike, fire, flood, earthquake, accident or other calamity, whether or not covered 
by insurance, or (vii) in the judgment of the Underwriter, there has been, since the time of execution 
of this Agreement or since the respective dates as of which information is given in the Final 
Prospectus, any material adverse change in the assets, properties, condition, financial or otherwise, 
or in the results of operations, business affairs or business prospects of the Company and its 
subsidiaries considered as a whole, whether or not arising in the ordinary course of business. Any 
such termination shall be without liability of any party to any other party except that the provisions 
of Section 5(a)(ix) and Section 7 hereof shall at all times be effective and shall survive such 
termination.

(b) If the Underwriter elects to terminate this Agreement as provided in this 
Section, the Company shall be notified promptly by the Underwriter by telephone, confirmed by 
letter.

10. Notices. Except as otherwise provided herein, all communications hereunder shall 
be in writing and, (a) if to Roth, shall be mailed, delivered or telecopied to Roth Capital Partners, 
LLC, 888 San Clemente Drive, Newport Beach, CA 92660, telecopy number: (949) 720-7227, 
Attention: Managing Director; and (b) if to the Company, shall be (i) mailed or delivered to Global 
Water Resources, Inc., 21410 North 19th Avenue, Suite 220, Phoenix, AZ 85027, Attention: Ron 
L. Fleming, President and CEO, and (ii) copied to Snell & Wilmer L.L.P., One Arizona Center, 
Phoenix, AZ 85004, telecopy number: (602) 382-6070), Attention: Michael M. Donahey (it being 
understood that delivery of such copy shall not constitute notice to the Company hereunder); or 
in each case to such other address as the person to be notified may have requested in writing. Any 
party to this Agreement may change such address for notices by sending to the parties to this 
Agreement written notice of a new address for such purpose.

11. Persons Entitled to Benefit of Agreement. This Agreement shall inure to the benefit 
of and be binding upon the parties hereto and their respective successors and assigns and the 
controlling persons, officers and directors referred to in Section 7. Nothing in this Agreement is 
intended or shall be construed to give to any other person, firm or corporation any legal or equitable 
remedy or claim under or in respect of this Agreement or any provision herein contained. The term 
“successors and assigns” as herein used shall not include any purchaser, as such purchaser, of any 
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of the Underwritten Shares from the Underwriter.

12. Absence of Fiduciary Relationship. The Company acknowledges and agrees 
that:

(a) the Underwriter has been retained solely to act as underwriter in connection with the sale of 
the Underwritten Shares and that no fiduciary, advisory or agency relationship between the 
Company and the Underwriter has been created in respect of any of the transactions contemplated 
by this Agreement, irrespective of whether the Underwriter has advised or is advising the Company 
on other matters; (b) the price and other terms of the Underwritten Shares set forth in this Agreement 
were established by the Company following discussions and arms-length negotiations with the 
Underwriter and the Company is capable of evaluating and understanding and understands and 
accepts the terms, risks and conditions of the transactions contemplated by this Agreement; (c) it 
has been advised that the Underwriter and its affiliates are engaged in a broad range of transactions 
that may involve interests that differ from those of the Company and that the Underwriter has no 
obligation to disclose such interest and transactions to the Company by virtue of any fiduciary, 
advisory or agency relationship; and (d) it has been advised that the Underwriter is acting, in respect 
of the transactions contemplated by this Agreement, solely for the benefit of the Underwriter, and 
not on behalf of the Company.

13. Amendments and Waivers. No supplement, modification or waiver of this 
Agreement shall be binding unless executed in writing by the party to be bound thereby. The failure 
of a party to exercise any right or remedy shall not be deemed or constitute a waiver of such right 
or remedy in the future. No waiver of any of the provisions of this Agreement shall be deemed or 
shall constitute a waiver of any other provision hereof (regardless of whether similar), nor shall 
any such waiver be deemed or constitute a continuing waiver unless otherwise expressly provided.

14. Partial Unenforceability. The invalidity or unenforceability of any section, 
paragraph, clause or provision of this Agreement shall not affect the validity or enforceability of 
any other section, paragraph, clause or provision.

15. Governing Law. This Agreement shall be governed by and construed in accordance 
with the laws of the State of California.

16. Submission to Jurisdiction. The Company irrevocably (a) submits to the 
jurisdiction of any court of the State of California for the purpose of any suit, action, or other 
proceeding arising out of this Agreement, or any of the agreements or transactions contemplated 
by this Agreement, the Registration Statement and the Final Prospectus (each a “Proceeding”), (b) 
agrees that all claims in respect of any Proceeding may be heard and determined in any such court, 
(c) waives, to the fullest extent permitted by law, any immunity from jurisdiction of any such court 
or from any legal process therein, (d) agrees not to commence any Proceeding other than in such 
courts, and (e) waives, to the fullest extent permitted by law, any claim that such Proceeding is 
brought in an inconvenient forum. THE COMPANY (ON BEHALF OF ITSELF AND, TO THE 
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FULLEST EXTENT PERMITTED BY LAW, ON BEHALF OF ITS RESPECTIVE EQUITY 
HOLDERS AND CREDITORS) HEREBY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL 
BY JURY IN RESPECT OF ANY CLAIM BASED UPON, ARISING OUT OF OR IN 
CONNECTION WITH THIS AGREEMENT AND THE TRANSACTIONS CONTEMPLATED 
BY THIS AGREEMENT, THE REGISTRATION STATEMENT, AND THE PROSPECTUS.

17. Counterparts. This Agreement may be executed in one or more counterparts and, 
if executed in more than one counterpart, the executed counterparts shall each be deemed to be an 
original and all such counterparts shall together constitute one and the same instrument.



[Signature page to Underwriting Agreement]

Please sign and return to the Company the enclosed duplicates of this letter 
whereupon this letter will become a binding agreement between the Company and the Underwriter 
in accordance with its terms.

Very truly yours,

GLOBAL WATER RESOURCES, INC.

By: /s/ Ron L. Fleming  
Name: Ron L. Fleming
Title: President and CEO

Confirmed as of the date first above-
mentioned by the Underwriter.

ROTH CAPITAL PARTNERS, LLC

By: /s/Aaron M. Gurewitz  
Name: Aaron M. Gurewitz
Title: Head of Equity Capital Market



Schedule I-1

SCHEDULE I

FREE WRITING PROSPECTUSES INCLUDED IN THE PRICING DISCLOSURE 
PACKAGE

None

PRICING INFORMATION

Firm Shares: 870,000 shares

Option Shares: 130,000 shares

Price to the public: $12.50 per share

Price to the Underwriter: $11.8125 per share

Price for each Stockholder Share: $12.50 per share
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SCHEDULE II

Counsel Opinion
Snell & Wilmer L.L.P. Opinion Form
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SCHEDULE III

Parties Subject to Lock-Up
Andrew Cohn
William S. Levine
Richard M. Alexander
David C. Tedesco
Debra G. Coy
Brett Huckelbridge
Ron L. Fleming
David Rousseau 
Michael J. Liebman
Jonathan C. Corwin
Joanne Ellsworth
Jason Thuneman
Heather Krupa
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EXHIBIT A

Form of Lock-Up Agreement



January 16, 2020
 
Roth Capital Partners, LLC
888 San Clemente Drive
Newport Beach, California 92660

 Re: Global Water Resources, Inc. Lock-Up Agreement

Ladies and Gentlemen:
 

Global Water Resources, Inc., a Delaware corporation (the “Company”) plans to enter into 
an Underwriting Agreement (the “Underwriting Agreement”) with Roth Capital Partners, LLC, as 
representative (the “Representative”) of the underwriters named therein, if any.  The Underwriting 
Agreement will provide for the public offering (the “Offering”) of shares (the “Securities”) of the 
Company’s common stock, par value $0.01 per share (the “Common Stock”).  

In consideration of the foregoing, and in order to induce you to participate in the Offering, 
and for other good and valuable consideration, receipt of which is hereby acknowledged, the 
undersigned hereby agrees that, without the prior written consent of the Representative (which 
consent may be withheld in its sole discretion), the undersigned will not, during the period (the 
“Lock-Up Period”) beginning on the date hereof and ending on the date 90 days after the date of 
the final prospectus (including any final prospectus supplement) covering the offer and sale of the 
Securities (the “Final Prospectus”), (1) offer, pledge, announce the intention to sell, sell, contract 
to sell, sell any option or contract to purchase, purchase any option or contract to sell, grant any 
option, right or warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, or 
file (or participate in the filing of) a registration statement with the Securities and Exchange 
Commission (the “SEC”) in respect of, any shares of Common Stock or any securities convertible 
into, or exercisable or exchangeable for, shares of Common Stock (including, without limitation, 
shares of Common Stock which may be deemed to be beneficially owned by the undersigned in 
accordance with the rules and regulations of the SEC and securities which may be issued upon 
exercise of a stock option or warrant), (2) enter into any swap or other agreement that transfers, 
in whole or in part, any of the economic consequences of ownership of the shares of Common 
Stock (whether any such transaction described in clause (1) or (2) above is to be settled by delivery 
of shares of Common Stock or such other securities, in cash or otherwise), (3) make any demand 
for, or exercise any right with respect to, the registration of any shares of Common Stock or any 
security convertible into, or exercisable or exchangeable for, shares of Common Stock, or (4) 
publicly announce an intention to effect any transaction specified in clause (1), (2) or (3) above.

Notwithstanding the foregoing, the restrictions set forth in clause (1) and clause (2) above 
shall not apply to (a) transfers (i) as a bona fide gift or gifts, provided that the donee or donees 
thereof agree to be bound in writing by the restrictions set forth herein, (ii) to any trust for the 
direct or indirect benefit of the undersigned or the immediate family of the undersigned, provided 
that the trustee of the trust agrees to be bound in writing by the restrictions set forth herein, and, 
provided, further, that any such transfer shall not involve a disposition for value or (iii) with your 
prior written consent, (b) the acquisition or exercise of any stock option issued pursuant to the 



Company’s existing stock option plan, including any exercise effected by the delivery of shares 
of Common Stock of the Company held by the undersigned, or (c) the purchase or sale of the 
Company’s securities pursuant to a plan, contract or instruction that satisfies all of the requirements 
of Rule 10b5-1(c)(1)(i)(B) that was in effect prior to the date hereof. For purposes of this Lock-
Up Agreement, “immediate family” shall mean any relationship by blood, marriage or adoption, 
not more remote than first cousin. None of the restrictions set forth in this Lock-Up Agreement 
shall apply to shares of Common Stock acquired in open market transactions after completion of 
the Offering, provided that no filing under Section 16(a) of the Securities Exchange Act of 1934, 
as amended, shall be required or voluntarily made in connection with subsequent sales of such 
shares of Common Stock.

For the purpose of allowing you to comply with FINRA Rule 2711(f)(4), if (1) prior to the 
expiration of the Lock-Up Period, the Company has lost its status as an “emerging growth 
company” (as defined in the Securities Act of 1933, as amended) and (2)(i) during the last 17 days 
of the Lock-Up Period, the Company releases earnings results or publicly announces other material 
news or a material event relating to the Company occurs or (ii) prior to the expiration of the Lock-
Up Period, the Company announces that it will release earnings results during the 16-day period 
beginning on the last day of the Lock-Up Period, then in each case the Lock-Up Period will be 
extended until the expiration of the 18-day period beginning on the date of release of the earnings 
results or the public announcement regarding the material news or the occurrence of the material 
event, as applicable, unless the Representative waives, in writing, such extension. In furtherance 
of the foregoing, the Company, and any duly appointed transfer agent or registrar for the registration 
or transfer of the securities described herein, are hereby authorized to decline to make any transfer 
of securities if such transfer would constitute a violation or breach of this Lock-Up Agreement.

The foregoing restrictions are expressly agreed to preclude the undersigned from engaging 
in any hedging or other transaction which is designed to or reasonably expected to lead to, or result 
in, a sale or disposition of shares of Common Stock even if such securities would be disposed of 
by someone other than the undersigned. Such prohibited hedging or other transactions would 
include, without limitation, any short sale or any purchase, sale or grant of any right (including 
without limitation any put option or put equivalent position or call option or call equivalent position) 
with respect to any of the shares of Common Stock or with respect to any security that includes, 
relates to, or derives any significant part of its value from such shares.

The undersigned understands that the Company and the Representative are relying on this 
agreement in proceeding toward consummation of the Offering contemplated by the Underwriting 
Agreement. The undersigned hereby represents and warrants that the undersigned has full power 
and authority to enter into this Lock-Up Agreement. All authority herein conferred or agreed to 
be conferred and any obligations of the undersigned shall be irrevocable and binding upon the 
successors, assigns, heirs or personal representatives of the undersigned.

The undersigned also agrees and consents to the entry of stop transfer instructions with the 
Company’s transfer agent and registrar against the transfer of the undersigned’s shares of Common 
Stock or other securities except in compliance with the foregoing restrictions.

The undersigned understands that, if the Underwriting Agreement does not become 



effective, or if the Underwriting Agreement (other than the provisions thereof which survive 
termination) shall terminate or be terminated prior to payment for, and delivery of, the Securities 
to be sold thereunder, the undersigned shall be released from all obligations under this Lock-Up 
Agreement.

This Lock-Up Agreement shall be governed by, and construed in accordance with, the laws 
of the State of New York, without regard to the conflict of laws principles thereof.

 

Very truly yours,

________________________________
(print stockholder name)

By: _____________________________
Name:
Title:



EXHIBIT 5.1

[SNELL & WILMER L.L.P. LETTERHEAD]

January 21, 2020

Global Water Resources, Inc. 
21410 N. 19th Avenue #220 
Phoenix, AZ 85027

Ladies and Gentlemen:

We have acted as U.S. counsel to Global Water Resources, Inc., a Delaware corporation (the 
“Company”), in connection with the sale and issuance of 870,000 shares of the Company’s common 
stock, $0.01 par value per share (the “Underwritten Shares”), pursuant to (i) the Registration 
Statement on Form S-3 (File No. 333-219802), which was filed with the U.S. Securities and 
Exchange Commission (the “Commission”) on August 9, 2017 (as amended on August 15, 2017, 
the “Registration Statement”) under the Securities Act of 1933, as amended (the “Securities Act”), 
and the related base prospectus filed with the Commission on August 22, 2017 (the “Base 
Prospectus”); and (ii) the final prospectus supplement, dated January 16, 2020, relating to the offer 
and sale of the Underwritten Shares and filed with the Commission pursuant to Rule 424(b) of the 
Securities Act (together with the Base Prospectus, the “Final Prospectus”).

In rendering this opinion, we have examined such matters of fact as we have deemed necessary in 
order to render the opinion set forth herein, which included examination of the following:

A. The Company’s Second Amended and Restated Certificate of Incorporation, as 
certified by the Secretary of State of the State of Delaware on January 13, 2020;

B. The Company’s Amended and Restated Bylaws, as certified to us as of the date 
hereof pursuant to the Officer’s Certificate (as defined below);

C. The Registration Statement, together with the exhibits filed as a part thereof or 
incorporated therein by reference;

D. The Final Prospectus, together with the exhibits filed as a part thereof or incorporated 
therein by reference;

E. An executed copy of the Underwriting Agreement (the “Underwriting Agreement”), 
dated January 16, 2020, by and between the Company and Roth Capital Partners, LLC (the 
“Underwriter”);
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F. A specimen certificate evidencing the Company’s common stock;

G. The certificate of good standing for the Company, dated January 13, 2020, issued 
by the Secretary of State of the State of Delaware (the “Good Standing Certificate”);

H. The Officer’s Certificate of Michael J. Liebman, Chief Financial Officer of the 
Company (the “Officer’s Certificate”);

I. Minutes of meetings and actions by written consent of the Company’s board of 
directors provided to us by the Company relating to the adoption, approval, authorization and/or 
ratification of (i) the Registration Statement and the authorization, issuance and sale of the 
Underwritten Shares pursuant to the Registration Statement and the Final Prospectus; and (ii) the 
Underwriting Agreement, and other actions with regard thereto; and

J. The action by written consent of the pricing committee of the Company’s board of 
directors provided to us by the Company, authorizing the pricing terms of the Underwritten Shares.

In our examination, we have assumed the legal capacity of all natural persons, the 
genuineness of all signatures, the authenticity of all documents submitted to us as originals, the 
conformity to original documents of all documents submitted to us as facsimile, electronic, certified 
or photostatic copies, and the authenticity of the originals of such copies. In making our examination 
of documents executed or to be executed, we have assumed that the parties thereto, other than the 
Company, had or will have the power, corporate or other, to enter into and perform all obligations 
thereunder and have also assumed the due authorization by all requisite action, corporate or other, 
and the execution and delivery by such parties of such documents and the validity and binding effect 
thereof on such parties. As to any facts material to the opinions expressed herein that we did not 
independently establish or verify, we have relied upon statements and representations of officers 
and other representatives of the Company and others and of public officials.

We are admitted to practice law in the State of Arizona, and we render this opinion only 
with respect to, and express no opinion herein concerning the application or effect of the laws of 
any jurisdiction other than, the existing laws of the United States of America, the State of Arizona 
and the existing Delaware General Corporation Law and reported judicial decisions relating thereto.

With respect to our opinion expressed in paragraph (1) below as to the valid existence and 
good standing of the Company under the laws of the State of Delaware, we have relied solely upon 
the Good Standing Certificate.

In accordance with Section 95 of the American Law Institute’s Restatement (Third) of the 
Law Governing Lawyers (2000), this opinion letter is to be interpreted in accordance with customary 
practices of lawyers rendering opinions to third parties in connection with the filing of a registration 
statement with the Commission of the type described herein.
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Based upon the foregoing, it is our opinion that:

1. The Company is a corporation validly existing, in good standing, under the laws of the State 
of Delaware.

2. The Underwritten Shares to be issued and sold by the Company pursuant to the Registration 
Statement, when issued, sold and delivered in the manner stated in the Registration Statement 
and the Final Prospectus, including receipt of the requisite consideration set forth therein, 
will be validly issued, fully paid, and nonassessable.

We consent to the use of this opinion as an exhibit to the Current Report on Form 8-K, dated 
January 21, 2020, filed by the Company.  We also consent to the reference to our firm under the 
heading “Legal Matters” in the Final Prospectus.  In rendering the opinions set forth above, we are 
opining only as to the specific legal issues expressly set forth therein, and no opinion shall be inferred 
as to any other matter or matters.

This opinion is intended solely for use in connection with issuance and sale of the 
Underwritten Shares and is not to be relied upon for any other purpose.  This opinion is rendered 
as of the date first written above and based solely on our understanding of facts in existence as of 
such date after the aforementioned examination.  We assume no obligation to advise you of any 
fact, circumstance, event or change in the law or the facts that may hereafter be brought to our 
attention whether or not such occurrence would affect or modify any of the opinions expressed 
herein.

Very truly yours,

      /s/ Snell and Wilmer L.L.P.
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Exhibit 99.1

Global Water Announces Proposed Public Offering of Common Stock

PHOENIX, AZ - January 15, 2020 - Global Water Resources, Inc. (NASDAQ: GWRS), a pure-play water 
resource management company, today announced that it has commenced an underwritten public offering of shares 
of its common stock. All of the shares are being offered by the company. In addition, the company expects to grant 
the underwriter for the offering a 30-day option to purchase up to an additional 15% of the shares of common stock 
offered in the offering at the public offering price, less underwriting discounts and commissions. The offering is 
subject to market and other conditions, and there can be no assurance as to whether or when the offering may be 
completed, or as to the actual size or terms of the offering.

The company anticipates using the net proceeds from the offering to fund acquisitions and for working capital and 
other general corporate purposes.

Roth Capital Partners is acting as sole manager for the offering. 

The offering will be made pursuant to a registration statement on Form S-3 that was previously filed with and 
declared effective by the Securities and Exchange Commission (SEC) on August 22, 2017. A preliminary 
prospectus supplement and accompanying base prospectus relating to and describing the terms of the offering will 
be filed with the SEC and will be available on the SEC’s website at www.sec.gov. Copies of the preliminary 
prospectus supplement and accompanying base prospectus relating to the offering may be obtained, when available, 
from Roth Capital Partners, 888 San Clemente Drive, Suite 400, Newport Beach, CA 92660; (800) 678-9147. The 
final terms of the offering will be disclosed in a final prospectus supplement to be filed with the SEC.

This press release shall not constitute an offer to sell or the solicitation of an offer to buy any of the securities 
described herein, nor shall there be any sale of these securities in any state or jurisdiction in which such offer, 
solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state 
or jurisdiction.

About Global Water Resources

Global Water Resources, Inc. is a leading water resource management company that owns and operates 12 utility 
companies which provide water, wastewater, and recycled water services. The company’s service areas are located 
primarily in growth corridors around metropolitan Phoenix. The company recycles nearly 1 billion gallons of water 
annually. 

Forward-Looking Statements

Certain of the statements made in this press release are forward-looking, such as those, among others, relating to the 
company’s expectations regarding the completion, timing and size of the public offering, its expectations with 
respect to granting the underwriter a 30-day option to purchase additional shares and its anticipated use of net 
proceeds from the offering. Actual results or developments may differ materially from those projected or implied in 
these forward-looking statements. Factors that may cause such a difference include risks and uncertainties related to 
completion of the public offering on the anticipated terms or at all, market conditions and the satisfaction of 
customary closing conditions related to the offering. More information about the risks and uncertainties faced by 
the company is contained in the preliminary prospectus supplement to be filed with the SEC and the documents 
incorporated by reference therein, which include the company’s Annual Report on Form 10-K for the year ended 
December 31, 2018. The company disclaims any intention or obligation to update or revise any forward-looking 
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Exhibit 99.2

Global Water Announces Pricing of Public Offering of Common Stock

PHOENIX, AZ - January 16, 2020 - Global Water Resources, Inc. (NASDAQ: GWRS), a pure-play water 
resource management company, today announced the pricing of an underwritten public offering of 870,000 shares 
of its common stock at a price to the public of $12.50 per share. All of the shares are being sold by the company. 
The gross proceeds to the company from the offering, before deducting underwriting discounts and commissions 
and estimated offering expenses, are expected to be approximately $10.9 million. The offering is expected to close 
on or about January 21, 2020, subject to customary closing conditions. In addition, the company has granted the 
underwriter for the offering a 30-day option to purchase up to an additional 130,000 shares of its common stock at 
the public offering price, less underwriting discounts and commissions. 

The company anticipates using the net proceeds from the offering to fund acquisitions and for working capital and 
other general corporate purposes.

Roth Capital Partners is acting as sole manager for the offering. 

The offering will be made pursuant to a registration statement on Form S-3 that was previously filed with and 
declared effective by the Securities and Exchange Commission (SEC) on August 22, 2017. A final prospectus 
supplement and accompanying base prospectus relating to and describing the final terms of the offering will be filed 
with the SEC and will be available on the SEC’s website at www.sec.gov. Copies of the final prospectus supplement 
and accompanying base prospectus relating to the offering may be obtained, when available, from Roth Capital 
Partners, 888 San Clemente Drive, Suite 400, Newport Beach, CA 92660; (800) 678-9147. 

This press release shall not constitute an offer to sell or the solicitation of an offer to buy any of the securities 
described herein, nor shall there be any sale of these securities in any state or jurisdiction in which such offer, 
solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state 
or jurisdiction.

About Global Water Resources

Global Water Resources, Inc. is a leading water resource management company that owns and operates 12 utility 
companies which provide water, wastewater, and recycled water services. The company’s service areas are located 
primarily in growth corridors around metropolitan Phoenix. The company recycles nearly 1 billion gallons of water 
annually. 

Forward-Looking Statements

Certain of the statements made in this press release are forward-looking, such as those, among others, relating to the 
company’s expectations regarding the anticipated closing date of the offering and its anticipated use of net proceeds 
from the offering. Actual results or developments may differ materially from those projected or implied in these 
forward-looking statements. Factors that may cause such a difference include risks and uncertainties related to 
completion of the public offering on the anticipated terms or at all, market conditions and the satisfaction of 
customary closing conditions related to the offering. More information about the risks and uncertainties faced by 
the company is contained in the preliminary prospectus supplement filed with the SEC and the documents 
incorporated by reference therein, which include the company’s Annual Report on Form 10-K for the year ended 
December 31, 2018. The company disclaims any intention or obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or otherwise.
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Exhibit 99.3

Global Water Completes $10.9 Million Public Offering of Common Stock

PHOENIX, AZ - January 21, 2020 - Global Water Resources, Inc. (NASDAQ: GWRS), a pure-play water 
resource management company, today announced that it completed a public offering of 870,000 shares of its 
common stock at a previously disclosed price of $12.50 per share. The gross proceeds to the company from the 
offering are approximately $10.9 million before deducting underwriting discounts and commissions and estimated 
offering expenses payable by the company. The company anticipates using the net proceeds from the offering to 
fund acquisitions and for working capital and other general corporate purposes.  In addition, the company has 
granted the underwriter for the offering a 30-day option to purchase up to an additional 130,000 shares of its 
common stock at the public offering price, less underwriting discounts and commissions.

Roth Capital Partners acted as sole manager for the offering. 

The offering was made pursuant to a registration statement on Form S-3 that was previously filed with and declared 
effective by the Securities and Exchange Commission (SEC) on August 22, 2017. A final prospectus supplement 
and accompanying base prospectus relating to and describing the final terms of the offering is available on the 
SEC’s website at www.sec.gov. Copies of the final prospectus supplement and accompanying base prospectus 
relating to the offering may be obtained from Roth Capital Partners, 888 San Clemente Drive, Suite 400, Newport 
Beach, CA 92660; (800) 678-9147. 

This press release shall not constitute an offer to sell or the solicitation of an offer to buy any of the securities 
described herein, nor shall there be any sale of these securities in any state or jurisdiction in which such offer, 
solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such state 
or jurisdiction.

About Global Water Resources

Global Water Resources, Inc. is a leading water resource management company that owns and operates 12 utility 
companies which provide water, wastewater, and recycled water services. The company’s service areas are located 
primarily in growth corridors around metropolitan Phoenix. The company recycles nearly 1 billion gallons of water 
annually. 

Forward-Looking Statements

Certain of the statements made in this press release are forward-looking, such as those, among others, relating to the 
company’s expectations regarding its anticipated use of net proceeds from the offering. Actual results or 
developments may differ materially from those projected or implied in these forward-looking statements. Factors 
that may cause such a difference include risks and uncertainties related to completion of the public offering on the 
anticipated terms or at all, market conditions and the satisfaction of customary closing conditions related to the 
offering. More information about the risks and uncertainties faced by the company is contained in the preliminary 
prospectus supplement filed with the SEC and the documents incorporated by reference therein, which include the 
company’s Annual Report on Form 10-K for the year ended December 31, 2018. The company disclaims any 
intention or obligation to update or revise any forward-looking statements, whether as a result of new information, 
future events or otherwise.
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Exhibit 99.4

RISK FACTORS

Unless the context requires otherwise, references in the risk factors below to the “Company,” “we,” “us,” and “our” refer to 
Global Water Resources, Inc., a Delaware corporation, and its consolidated subsidiaries.

Regulatory and Legislative Factors

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

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

On March 20, 2019, we filed a motion with the ACC to request an order for certain of our utilities to file a rate case. 
Thereafter, on April 26, 2019, the ACC issued Decision No. 77168, which requires all of our utilities to file a rate case no later 
than June 30, 2020, using the twelve months ending December 31, 2019 as the test year for the rate case.  The outcome of the new 
rate case cannot be predicted, but we anticipate that new rates would not take effect before the second half of 2021. We are in the 
initial stages of evaluating and preparing for the rate case, but we anticipate requesting a moderate increase in rates. There is no 
guarantee, however, that the ACC will approve a rate increase or take any other actions as a result of the rate case, and it is possible 
that the ACC may determine to decrease future rates.  

We have significant obligations under Infrastructure Coordination and Financing Agreements (“ICFAs”), yet funds 
from our ICFAs are dependent on development activities by developers which we do not control and are also subject 
to certain regulatory requirements.

In the past, we extended water and wastewater infrastructure financing to developers and builders through ICFAs. These 
agreements are contracts with developers or builders in which we coordinate and fund the construction of water, wastewater, and 
recycled water facilities that will be owned and operated by our regulated subsidiaries in advance of completion of developments 
in the area. Our investment can be considerable, as we phase-in the construction of facilities in accordance with a regional master 
plan, as opposed to a single development. Developers and builders pay us agreed-upon fees upon the occurrence of specified 
development events for their development projects. The ACC requires us to record a portion of the funds we receive under ICFAs 
as contributions in aid of construction (“CIAC”), which are funds or property provided to a utility under the terms of a collection 
main extension agreement and/or service connection tariff, the value of which are not refundable. Amounts received as CIAC 
reduce our rate base once expended on utility plants.

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

In August 2013, we entered into a settlement agreement with ACC staff, the Residential Utility Consumers Office, the 
City of Maricopa, and the other parties to a rate case, which established the policy by which ICFA fees will be treated going 
forward. The settlement also prohibits us from entering into new ICFAs. In February 2014, the rate case proceedings were completed 



and the ACC issued Rate Decision No. 74364, approving the settlement agreement. See “Management’s Discussion and Analysis 
of Financial Condition and Results of Operations—Rate Case Activity,” included in Part I, Item 2 of our Quarterly Report on Form 
10-Q for the quarter ended September 30, 2019 for additional information. 

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

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

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

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

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

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

• restricting ownership or investment;

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

• providing for changes to water and wastewater quality standards;
 

• requiring cancellation or renegotiation of, or unilateral changes to, agreements relating to our provision of water and 
wastewater services;
 

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

• promoting an increase of competition among water companies within our designated service areas;
 

• requiring the provision of water or wastewater services at no charge or at reduced prices;
 

• restricting the ability to terminate services to customers whose accounts are in arrears;
 

• restricting the ability to sell assets or issue securities;



 
• adversely changing tax, legal, or regulatory requirements, including employment, property ownership, or general 

business regulations; changing environmental requirements and the imposition of additional requirements and costs 
on our operations; and including but not limited to changes adopted in response to regulatory measures to address 
global climate change;
 

• changes in the charges applied to raw water abstraction;
 

• changes in rate making policies; or
 

• restrictions relating to water use and supply, including restrictions on use, increased offsetting groundwater 
replenishment obligations, changes to the character of groundwater rights, and settlement of Native American claims.

Changes to environmental and other regulation may require us to alter our existing treatment facilities or build 
additional facilities.

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

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

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

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

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

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

• changes in tax laws, regulations, and/or interpretations of such tax laws in multiple jurisdictions, including but not 
limited to U.S. federal and state regulations or interpretations resulting from the 2017 Tax Cuts and Jobs Act (the 
“TCJA”);

• increases in corporate tax rates and the availability of deductions or credits;



• tax effects related to purchase accounting for acquisitions; and

• resolutions of issues arising from tax examinations and any related interest or penalties.

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

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

The TCJA was enacted on December 22, 2017, and significantly affected U.S. tax law by changing how the U.S. imposes 
income tax on corporations. The U.S. Department of Treasury has broad authority to issue regulations and interpretative guidance 
that may significantly impact how we will apply the law, which ultimately could impact our results of operations in the period 
issued.

In addition, the ACC opened a docket to address the utility ratemaking implications of the TCJA. Among other actions, 
the ACC issued Decision No. 76901, which set forth reductions in revenue for certain utilities due to the TCJA. See “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations—Recent Events—ACC Tax Docket,” included in Part 
I, Item 2 of our Quarterly Report on Form 10-Q for the quarter ended September 30, 2019 for more information on the ACC docket 
that addresses the utility ratemaking implications of the TCJA. 

Operational Factors

There is no guaranteed source of water.

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

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

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

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

Water shortages may affect us in a variety of ways. For example, water shortages could: 

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

• adversely affect operating costs;

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

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

• result in regulatory authorities refusing to approve new service areas if an adequate water supply cannot be 
demonstrated and restrictions on new customer connections may be imposed in existing service areas if there is not 
sufficient water.



We may or may not be able to recover increased operating and construction costs as a result of water shortages on a timely 
basis, or at all, for our regulated utilities through the rate setting process.

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

In many areas of Arizona (including certain areas that we service), water supplies are limited and, in some cases, current 
usage rates exceed sustainable levels for certain water resources. As discussed above, we currently rely predominantly (and are 
likely to continue to rely) on the pumping of groundwater and the generation and delivery of recycled water for non-potable uses 
to meet future demands in our service areas. At present, groundwater (and recycled water derived from groundwater) is the primary 
water supply available to us.

We do not currently anticipate any short-term concerns with physical, legal, or continuous availability issues in our service 
areas. Regardless, the supply of groundwater in Central Arizona, while considerable, is also ultimately finite, closely regulated, 
and geographically limited. In areas where we have not applied for a “Designation of Assured Water Supply,” which is a decision 
and order issued by the director of the Arizona Department of Water Resources designating a private water company provider as 
having an adequate water supply, we have not performed hydrological studies or modeling to evaluate the amount of groundwater 
likely to be available to meet present and expected future demands. Insofar as we intend to rely on the pumping of groundwater 
and the generation and delivery of recycled water to meet future demands in our current service areas, our ability and/or the ability 
of developers inside of our service areas to meet regulatory requirements and to demonstrate assured and adequate water supplies 
is essential to the continued growth of our service connections and our capacity to supply water to our customers.

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

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

Our information technology systems, which includes information technology functions that are outsourced to various 
third-party service providers and software vendors, are an integral part of our business. For example, our information technology 
systems allow us, among other things, to bill our customers, provide customer service through our call center, manage certain 
financial records, track assets and accounts receivable collections, read water meters remotely, identify high water usage, and 
identify water theft from disconnected meters.  As previously announced, as of December 20, 2019, Global Water Management, 
LLC (“FATHOM”) has ceased to provide substantially all of the billing, customer service, and other support services previously 
provided to its customers, including our regulated utilities. Although we have entered into agreements with third-party service 
providers and software vendors, and are providing substantially the same services in-house, the recent transition of these services 
creates additional risk. A disruption of our information technology systems could significantly limit our ability to manage and 
operate our business efficiently, which in turn could cause our business to suffer and cause our results of operations to be reduced.

Further, our information technology systems are vulnerable to damage or interruption from:  

• power loss, computer systems failures, and internet, telecommunications, or data network failures; 

• operator negligence or improper operation by, or supervision of, employees; 

• physical and electronic loss of customer data, including as a result of security breaches, cyberattacks, 
misappropriation, and similar events; 

• computer viruses; 

• intentional acts of vandalism and similar events; and 



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

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

Our information technology systems may be subject to cyberattacks.

As operators of critical infrastructure, we may face a heightened risk of cyberattacks from internal or external sources. 
Our information technology systems may be vulnerable to unauthorized external or internal access due to hacking, ransomware, 
viruses, or other cybersecurity breaches. Unauthorized access to confidential information located or stored on these systems could 
negatively and materially impact our customers, employees, suppliers and other third parties. Further, third parties, including 
vendors, suppliers and contractors, who perform certain services for us or administer and maintain our sensitive information, could 
also be targets of cyberattacks and unauthorized access. While we have instituted safeguards to protect our information technology 
systems, those safeguards may not always be effective due to the evolving nature of cyberattacks and cyber vulnerabilities. We 
cannot guarantee that such protections will be completely successful in the event of a cyberattack.

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

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

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

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

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

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

• risks relating to the condition of assets acquired and exposure to residual liabilities of prior businesses;
 

• operating risks, including equipment, technology and supply problems, failure to achieve expected synergies and 



operating efficiencies, regulatory requirements, and approvals necessary for acquisitions;
 

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

• risks related to our ability to retain experienced personnel of the acquired company; and

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

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

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

Since our formation in 2003, we have grown rapidly, with our total revenues increasing from $4.9 million in 2004 to 
$35.5 million in 2018 and total service connections increasing from 8,113 as of December 31, 2004 to 45,770 as of September 
30, 2019. We have also expanded geographically, from 18 square miles of service areas in 2004 to 354 square miles as of September 
30, 2019. Our growth has been driven principally by acquisitions and by organic growth resulting from increased development 
and service connections within our existing service areas.

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

To manage growth effectively, we must: 

• continue to expand our water management capacity;
 

• retain key management and augment our management team;
 

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

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

• expand, train, and manage our employee base.

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

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

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



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

We are exposed to various risks relating to legal proceedings or claims that could materially adversely affect our 
operating results.

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

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

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

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

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

Increased operating expenses associated with any expansion of our business may negatively impact our income as we, 
among other things: 

• seek to acquire new utilities and service areas;

• expand geographically in and outside of Arizona;
 

• make significant capital expenditures to support our ability to provide services in our existing service areas;
 

• fund development costs for our system and technology; and
 

• incur increased general and administrative expenses as we grow.

As a result of these factors, we may not sustain or increase our profitability on an ongoing basis.

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

Our ability to expand our business, both within our current service areas and into new areas, involves significant risks, 



including, but not limited to: 

• not receiving or maintaining necessary regulatory permits, licenses, or approvals;
 

• downturns in economic or population growth and development in our service areas;
 

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

• droughts or water shortages that could increase water conservation efforts to a point that materially reduces revenue;
 

• regulatory restrictions or other factors that could adversely affect our access to sources of water supply;
 

• our potential inability to identify suitable acquisition opportunities or to form the relationships with developers and 
municipalities necessary to form strategic partnerships; and
 

• barriers to entry presented by existing water utilities in prospective service areas.

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

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

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

Any disruption or problem at our facilities could increase our expenses.

A natural disaster (such as an earthquake, fire, or flood) or an act of terrorism could cause substantial delays in our 
operations, damage or destroy our equipment or facilities, and cause us to incur additional expenses and lose revenue. The insurance 
we maintain against natural disasters may not be adequate to cover our losses in any particular case, which would require us to 
expend significant resources to replace any destroyed assets, thereby materially and adversely affecting our financial condition 
and prospects.

We face risks associated with the design, construction, and operation of our systems that may adversely affect our 
business and financial condition.

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

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

• loss of revenues;

• diversion of management and development resources and the attention of engineering personnel;
 

• significant customer relations problems;



 
• increased repair, support, and insurance expenses;

• adverse regulatory actions; and

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

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

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

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

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

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

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

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

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



developing new sources of supply through the rate setting process or through insurance.

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

We rely on purchased electrical power to operate the wells and pumps that are needed in order to supply potable and 
recycled water to our customers. An extended interruption in power supply that we cannot remediate through the use of backup 
generators could adversely affect our ability to continue these operations. Electrical power, which represented approximately 6.8% 
of our total operating expenses in fiscal year 2018, is a significant and potentially volatile operating expense. Electrical power 
costs are beyond our control and can increase unpredictably in substantial amounts. Under these circumstances, our cash flows 
between our general rate case filings and our earnings may be adversely affected until the ACC has authorized a rate increase.

In addition, we require bulk supplies of chemicals for water and wastewater treatment, and if we were to suffer an 
interruption of supply that we cannot replace quickly, we might not be able to perform these functions adequately. Some chemicals 
are available from a single source or a limited number of sources. There is no assurance that these suppliers will continue to 
produce the chemicals in the quantities and quality and at the times they are needed. Moreover, the replacement of any of these 
suppliers could lead to significant delays and increase in our costs. Chemical costs represented approximately 1.6% of our total 
operating expenses in fiscal year 2018.

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

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

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

The operations of our water and wastewater treatment plants involve physical, chemical, and biological processes and 
the use of pumps, generators, and other industrial equipment. As 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.

Market and Financial Factors

We do not control when and where a developer may request service within our service areas, and if this occurs outside 
the location and capacity of existing infrastructure, it may require significantly more capital expenditures than 
currently anticipated.

If a developer has an ICFA, and/or once a developer has entered into a service agreement with our utility subsidiary and 
the property being developed has been included within a service area, we have the obligation to serve under the terms of those 
agreements and existing regulations. Although we have built substantial modern infrastructure within these utilities in areas where 
development is currently occurring, there is the potential that a developer may request service in another location within the service 
area. Extending/expanding the existing infrastructure to provide service may result in the need to make additional, currently 



unplanned, capital improvements and there is no guarantee that we may recover our costs timely. As a result, our return on our 
investment and cash flow stream could be adversely affected.

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

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

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

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

Our operations of regulated utilities are currently located exclusively in the state of Arizona, and more specifically 
approximately 92.9% of our active service connections are within a single municipality, which increases the impact 
of local conditions on our results of operations.

The customers of our regulated utilities are currently located exclusively in the state of Arizona and 92.9% of our active 
service connections are located in the City of Maricopa, Arizona. As a result, we cannot diversify or mitigate the risks presented 
by local regulatory, economic, political, demographic, and weather conditions in this area. An adverse change in any of these 
conditions would therefore affect our profitability, results of operations, liquidity, and cash flows more significantly than if our 
utilities operated more broadly in other geographic areas.

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

As of September 30, 2019, we had total indebtedness of $115 million. In addition, we may incur substantial additional 
indebtedness in the future. Our indebtedness could have important consequences, including: 

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

• limiting, by the financial and other restrictive covenants in our debt agreements, our ability to borrow additional 
funds and to pay dividends.

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

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

A slowdown or severe downturn in the housing market could have an adverse effect on our operating results and financial 
condition.  During periods of economic distress, there may be an increase in home foreclosures and vacancies. For example, during 
the economic downturn beginning in 2008, our utilities experienced an increase in the number of vacant homes, reaching a peak 
of 4,020 vacant connections as of February 28, 2009, approximately 11.9% of our total connections at the time.  Accordingly, in 
the event of an economic downturn, we may experience a material reduction in revenues.  Although the U.S. economy and housing 
market continue to perform well, we cannot predict the overall trajectory of the market.  Our growth depends significantly on 
increased residential and commercial development in our service areas, and if developers or builders are unable to complete 
additional residential and commercial projects, our revenue may decline.

Our water and wastewater systems are subject to condemnation by governmental authorities, which may result in the 



receipt of less than the fair market value of our assets and a loss of revenue from our operations.

Municipalities and other governmental subdivisions have historically been involved in the provision of water and 
wastewater services, and efforts may arise from time to time to convert some or all of our assets to public ownership and operation. 
Arizona law provides for the acquisition of public utility property by governmental agencies through their power of eminent 
domain, also known as condemnation.  Should a municipality or other governmental subdivision seek to acquire some or all of 
our assets through eminent domain, we would likely resist the acquisition.

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

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

The assets of our former utility subsidiaries, Cave Creek Water Co. and Valencia, were acquired from us by municipalities 
pursuant to condemnation proceedings, and our other utility subsidiaries could be subjects of such proceedings in the future.

We face competition for new service areas and acquisition targets.

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

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

The growth of our customer base depends almost entirely on the success of developers in developing residential and 
commercial properties within our CC&N areas. A CC&N is a permit issued by the ACC allowing a public service corporation to 
serve a specified area, and preventing other public service corporations from offering the same services within the specified area, 
which we refer to as “service areas.” Real estate development is a cyclical industry and the growth rate of development, especially 
residential development, since 2006, both nationally and in Arizona has been below historical rates. The sale of, for instance, 
single family residences is affected by a number of national and regional economic factors, including: 

• interest rates and general levels of economic output;

• levels of activity in the local real estate market;
 

• the state of domestic credit markets, mortgage standards, and availability of credit;
 

• competition from other builders and other projects in the area and other states;
 

• federal programs to assist home purchasers;
 

• costs and availability of labor and materials;
 

• government regulations affecting land development, homebuilding, and mortgage financing;
 

• availability of financing for development and for home purchasers;
 

• changes in the income tax treatment relating to real property ownership;
 

• unexpected increases in development costs;

• increased commute times and fuel costs that may adversely affect the desirability of outlying suburbs;



 
• availability of, among other things, other utilities, adequate transportation, and school facilities; and

• environmental problems with such land.

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

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

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

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

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

We depend on an adequate water supply to meet the present and future needs of our customers. Whether we have an 
adequate water supply depends upon a variety of factors, including underground water supply from which groundwater is pumped, 
the rate at which it is recharged by rainfall and snowpack, and changes in the amount of water used by our customers. In particular, 
the arid western U.S. region, which includes our present and potential service areas, has been required to deal with general conditions 
of water scarcity exacerbated by extended periods of drought.

Drought conditions could interfere with our sources of water supply and could adversely affect our ability to supply water 
in sufficient quantities to our existing and future customers. For example, our utilities have acted in the past as interim operators 
for several smaller troubled water systems, at the request of the ACC. In one such instance, the onsite well, which was the single 
source of water, ran dry due to aquifer decline. As a result, we were forced to haul water to the system for several years at a 
considerable cost. Any future interruption to our water supply or restrictions on water usage during drought conditions or other 
legal limitations on water use could result in decreased customer billing and lower revenues or higher expenses that we would not 
be able to recoup without prior regulatory approval for a rate increase, which may not be granted. These conditions could also 
lead to increases in capital expenditures needed to build infrastructure to secure alternative water sources. Furthermore, customers 
may use less water even after a drought has ended because of conservation patterns developed during the drought. Population 
growth could also decline under drought conditions as individuals and businesses move out of the area or elect not to relocate 
there. Lower water use for any reason could lead to lower revenue.

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

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



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

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

Our Total Water Management model emphasizes the maximum use of recycled water for non-potable purposes. To 
implement this model, we cultivate relationships with developers, municipalities, and members of the communities we serve and 
focus on educating them regarding the benefits and safety of recycled water. If the recycled water supplied to customers is 
contaminated, either as a result of terrorism, system failure, pipeline, or other causes, public perception regarding the safety of 
recycled water would likely suffer, regardless of whether we are at fault and potentially even if the contaminated water was supplied 
by another person. For example, if groundwater contamination occurs as a result of discharge of “gray water” (e.g., used sink or 
laundry water) into the aquifer, the public could confuse that with recycled water and attribute environmental harm to our system. 
Public perception of an unsafe water supply would harm our business, particularly with respect to our ability to implement water 
recycling as a key element of our business strategy.

Risks Related to the Ownership of Our Common Stock

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

Our directors, executive officers, and stockholders holding more than 5% of our capital stock and their affiliates 
beneficially own, in the aggregate, approximately 54% of our outstanding common stock, including 45% held by our director, 
William S. Levine. As a result, these stockholders are able to exercise significant influence over all matters requiring stockholder 
approval, including the election of directors and approval of significant corporate transactions, such as a merger or other sale of 
us or our assets. This concentration of ownership could limit your ability to influence corporate matters and may have the effect 
of delaying or preventing a third party from acquiring control over us. There can be no assurance that their interests will not conflict 
with the interests of our other stockholders.

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

The market price for our common stock is likely to be volatile due to many factors outside our control, including those 
described elsewhere in this “Risk Factors” section, as well as the following:

• our operating and financial performance and prospects;
 

• our quarterly or annual earnings or those of other companies in our industry compared to market expectations;

• conditions that impact demand for our services;
 

• future announcements concerning our business or our competitors’ businesses;
 

• the public’s reaction to our press releases, other public announcements, and filings with the SEC;
 

• the size of our public float;
 

• coverage by or changes in financial estimates by investment analysts or failure to meet their expectations;
 

• the market’s reaction to our reduced disclosure as a result of being an “emerging growth company” under the JOBS 
Act;
 



• market and industry perception of our success, or lack thereof, in pursuing our growth strategy;
 

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

• changes in laws or regulations which adversely affect our industry or us;
 

• changes in accounting standards, policies, guidance, interpretations, or principles;
 

• changes in senior management or key personnel;
 

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

• changes in our dividend policy;

• adverse resolution of new or pending litigation against us; and

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

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

We incur costs as a result of being a public company in the U.S.

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

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

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

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

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

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



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

The trading market for our common stock will rely in part on the research and reports that investment analysts publish 
about us or our business. However, if no or few analysts commence coverage of the Company, the trading price of our stock would 
likely decrease. Even if we do obtain such analyst coverage, if one or more of the analysts covering our business downgrade their 
evaluations of our stock, the price of our common stock could decline. If one or more of these analysts cease to cover our common 
stock, we could lose visibility in the market for our stock, which in turn could cause our common stock price to decline.

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

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

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

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

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

We currently intend to continue to pay a regular monthly dividend on our common stock of $0.0241 per share ($0.2892 
per share annually), or an aggregate of approximately $6.2 million on an annual basis (based on 21,536,834 shares outstanding 
as of September 30, 2019). However, our future dividend policy is subject to our compliance with applicable law, and depends 
on, among other things, our results of operations, financial condition, level of indebtedness, capital requirements, contractual 
restrictions, restrictions in our debt agreements and in any preferred stock we may issue in the future, business prospects, and 
other factors that our board of directors may deem relevant. Dividend payments are not mandatory or guaranteed; there can be no 
assurance that we will continue to pay a dividend in the future.

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

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

In addition, Section 107 of the JOBS Act also provides that an emerging growth company can take advantage of the 



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

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

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

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

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

We are a Delaware corporation, and the anti-takeover provisions of Delaware law impose various impediments to the 
ability of a third party to acquire control of us, even if a change of control would be beneficial to our existing stockholders. In 
addition, our amended and restated certificate of incorporation and amended and restated bylaws contain provisions that may make 
the acquisition of our company more difficult, including, but not limited to, the following:

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

• setting forth specific procedures regarding how our stockholders may present proposals or nominate directors for 
election at stockholder meetings;

• requiring advance notice and duration of ownership requirements for stockholder proposals;

• permitting our board of directors to issue preferred stock without stockholder approval; and

• limiting the rights of stockholders to amend our bylaws.

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

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