


About California Water Service Group

California Water Service Group (NYSE: CWT) is the
third-largest publicly traded water utility in the United States,
providing high-quality water and wastewater services to more
than two million people through four regulated subsidiaries:
California Water Service (Cal Water), Hawaii Water Service
(Hawaii Water), New Mexico Water Service (New Mexico
Water), and Washington Water Service (Washington Water).

A fifth subsidiary, Texas Water Service, invests in water and
wastewater infrastructure in Texas.

We are committed to improving the quality of life for our
customers, communities, employees, and stockholders. We do
this by living our core values and delivering on our promise to

provide quality, service, and value.
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Vision without action
lacks impact.

Action without
vision lacks meaning.

But when vision leads to action, the result is both impactful

and meaningful. At California Water Service Group, we contribute
to the greater good by acting on our vision and executing a
forward-looking strategy that enhances the quality of life for our
customers, communities, employees, and stockholders.






Vision - Stewardship

As a provider of a life-sustaining, finite natural resource, we are serious
about environmental stewardship. Long before climate change and

ESG took center stage, we recognized the importance of conserving
and protecting our water supplies. Today, our approach to sustainability
is multifaceted and includes water-use efficiency, water supply planning
and resilience, and responsible, efficient operations.

Left: Employees oversee an innovative water reuse
partnership with the Horse Park at Woodside, which
shares our dedication to environmental stewardship.



Saving Our Precious Water

Occasionally, we need to flush water from our pipes to enhance
water quality. In Woodside, California, our team found a way to
partner with one of our customers to put the flushed water to
good use. And it happens to be a customer who shares our dedi-
cation to responsible environmental stewardship. The Horse Park
at Woodside, which provides services to underserved youth and
supports equine therapy for those with disabilities, also eradicates
invasive plant species, maintains bluebird boxes, and keeps raptor
perches throughout its property. Here, the flushed water is used to
make the arenas safe for the horses.

This water reuse partnership with The Horse Park is part of a much
larger water conservation effort, as we offer everything from turf
replacement to efficient appliance rebates to larger scale programs
for fire departments, cities, and commercial and industrial customers.

In 2024, we invested approximately
$2 million in conservation programs
that are anticipated to save 52 million
gallons of water per year.



“We continue to identify recycled water opportunities, which should
expand now that the new California standard for converting
wastewater to drinking water became effective October 1,2024.
We’re currently developing a Water Reuse Strategic Plan that will
guide us as we work to increase our recycled water supplies.”

Ken Jenkins, Vice President, Water Resource Planning & Sustainability

Pursuing Recycled
Water Opportunities

We currently deliver more than 2 billion gallons of recycled water
per year, roughly 2.5% of our total water supply, for landscaping,
irrigation, and industrial uses. We believe recycled water will be
an increasingly important source of supply in the future; in fact,
we aim to increase deliveries to at least 5% of our total supply by
2035. To that end, we have reached an agreement with Caltrans
to bring recycled water to our Mid-Peninsula service area in
northern California, and we are participating in the PureWater
Peninsula project, which is exploring indirect and direct potable
reuse options in the San Francisco Bay Area.



Operating Efficiently and Responsibly

In 2024, we made significant progress on our efforts to lessen
our impact on the environment. We established new vehicle
standards to add more electric and hybrid vehicles to our fleet
and identified four sites for the first phase of construction of
electric vehicle charging infrastructure.

On the energy efficiency front, we upgraded the heating, ventila-
tion, and air conditioning (HVAC) system on our headquarters
campus, a project that is expected to reduce energy usage by
170,400 kilowatt hours per year. We also invested more than

$2 million to replace pumps and motors with new equipment
that will optimize energy consumption and increase reliability.

Finally, Cal Water requested proposals for the design and
construction of two onsite solar projects, one located at our
headquarters and another at our Northeast Treatment Plant in
Bakersfield. These projects, with an expected combined capacity
of two megawatts of direct current, will help reduce our use of
fossil-fuel generated electricity, improve our climate resilience,
and generate customer savings.









Vision = Service

Service is the heart of our company. A lot of businesses make

that claim, but how many actually have the word “service” in their
name? For us, it takes many forms, whether we’re contributing
time and resources to non-profit organizations that share our
commitment to enhancing the quality of life in our communities;
finding ways to keep rates affordable and help people in need;

or providing the friendly, professional phone and field services
that customers have come to expect.

Left: Employees work together at Monarch Meadows,
a new installation at Happy Hollow Park & Zoo

that showcases drought-tolerant landscaping, attracts
pollinators, and supports biodiversity.



$113M was contributed by our stock-
holders to charitable organizations
in our service areas in 2024.

Helping Organizations That
Make Our Communities Better

To kick off our 2024 Season of Service, employees volunteered
at Happy Hollow Park and Zoo, planting drought-tolerant
landscaping in a new installation we sponsor called Monarch
Meadows. In addition to showcasing the beauty of water-
efficient plants to visitors from our Bay Area service areas, the
Meadows supports biodiversity and attracts pollinators.

This was just one of the ways our employees contributed time
to worthwhile community endeavors. In 2024, more than

600 employees throughout the company volunteered at a variety
of charitable organizations, packing food baskets, cleaning

up parks, serving meals, organizing coat and sock drives, and
supporting local youth.



24% of our customers receive

Keeping Water Service Affordable

We deliver the safe, reliable supply of water our customers

need to survive and thrive. That’s why we work hard to keep our
service affordable, even as the costs for materials, electricity,
labor, and water quality treatment continue to rise. One of our
strategies for maintaining affordability is zealously promoting
water-use efficiency; a 2024 study released by the Alliance for
Water Efficiency found that Cal Water’s conservation programs
have reduced customer bills by as much as 20.5% over the last
15 years compared to what they would have been without them.

Beyond conservation programs, we pursue rate structures that
establish very low costs for the first units of water used and
Rate Support Funds that provide discounts for customers in
higher-cost service areas. We also offer a Customer Assistance
Program for lower-income families and a stockholder-funded
Hardship Grant Program.

assistance from our Rate Support Funds

and Customer Assistance Program.
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Providing Excellent
Customer Service

The reality is that customer satisfaction is affected by rate
increases. In the summer of 2024, when California customers were
impacted by large increases resulting from the delay in finalizing
our 2021 rate case, customer satisfaction levels temporarily

dropped. We continued to provide excellent customer service,
working steadfastly to meet key performance metrics related

to customer calls, appointments, and billing. We also introduced
a new payment option with Walmart Bill Pay, which offers
customers the convenience of paying their bills with cash or debit
cards at Walmart and having their accounts credited in near real
time. Eventually, customer satisfaction levels recovered, and
we ended the month of December with an average customer
satisfaction level of 90.7%.

“Every time I call the water company, I like to speak
with customer service. They’re always really, really,
really kind, professional, and helpful.”

East Los Angeles Customer
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Vision = Reliability

Our customers expect safe, clean water every time they turn

on the tap. And we’re here for them, morning, noon, and night.
We recognize that whether they are using it to hydrate, cook, clean,
or create, water is integral to daily life. One way to enhance
service reliability is to invest diligently in infrastructure upgrades,
maintenance, and backup power. But no amount of investment
can guarantee that issues won’t arise, and when that happens,
our dedicated team responds with urgency and purpose.

Left: Employees respond to an
after-hours leak in Selma, California.
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“As we’ve been going through this whole
landslide episode, Cal Water has been out there
basically 24/7 keeping the water on, which we
greatly appreciate as a city.”

Mayor John Cruikshank, Rancho Palos Verdes

Responding to Customer
Emergencies 24/7

Day or night, we are ready to serve; our on-call water professionals
answer after-hours calls and customers can rely on our crews to
respond promptly to emergencies. On the Palos Verdes Peninsula
we’ve taken our 24/7 commitment to another level. After record-
setting rains over two winters caused ground movement to
accelerate in historic landslide areas, we stationed employees on
site around the clock to allow us to respond more quickly to
leaks caused by the land movement. As federal, state, and local
governments continue to seek solutions to the land movement,
we have remained responsive and engaged, both during business
hours and after.
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Prioritizing Backup Power
Generation and Wildfire Hardening

One of the things that can impact our ability to move water from
the source to the customer’s tap is an interruption in our power
supply. We're strategic about where we install backup power
generation to improve the likelihood that we can keep water
flowing if our electricity service is interrupted, whether due to

a natural disaster or a public safety power shutoff by our energy
provider. In 2024, we installed an additional 26 panel boards
and generators.

Cal Water was also part of a consortium that applied for and
was awarded a grant from the Grid Resilience and Innovation
Partnerships (GRIP) program under the U.S. Department of
Energy (DOE). If we receive the funds, we plan to install battery
energy storage systems that we believe will help reduce our
reliance on fossil fuels while helping to provide uninterrupted
service to our customers during events exacerbated by climate
change, such as extreme heat and wildfires.
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Investing in Our Water Systems

In 2024, we invested a record $471 million in water system
infrastructure needed to provide safe, reliable service to
customers. Although these upgrades are reflected in customers
rates, they contribute to affordability by preventing future
problems that would likely be costlier to address down the line.
2024 projects included:

?

—> 110 water quality treatment-related projects
—> 124 storage tanks and tank-related projects
—>» Four well renewal projects

—> 27 projects related to the computer system that
enables us to monitor and operate water system
components remotely

—> 189,135 feet of new water main









Vision = Safety

Protecting the health and safety of our customers and our
employees is paramount. We think about safety when we test
and treat our water. We think about it when securing our
storage tanks and other key facilities. We think about it when
reconfiguring our water systems to better support firefighting
and prepare for earthquakes and other emergencies. And we
think about it when delivering safety and emergency response
training to our employees. For us, it’s safety first, last, and always.

Left: Employees construct a treatment plant
designed to enable us to meet new water quality
standards for certain per- and polyfluoroalkyl
substances (PFAS).



Preparing to Meet New Standards

April of 2024 saw the United States Environmental Protection
Agency’s (EPA’s) adoption of a new National Primary Drinking
Water Regulation for certain PFAS, which requires water utilities to
monitor for these substances by 2027 and comply with new limits
by 2029. Throughout the year we continued our proactive efforts,
completing PFAS monitoring at all active water sources, treating
sources for PFAS at 25 sites, and preparing to install another

63 treatment systems in California, 35 in Washington, and two in
New Mexico. We anticipate investing approximately $226 million
over the next three years to comply with the new regulation, and
we continue to aggressively pursue cost recovery from polluters to
minimize the impact on our customers’ rates.

“Our mission is to keep our water safe, and we
take compliance seriously. But we do it with an
eye toward affordability. That’s why we seek cost
recovery from polluters and look for the best,
lowest cost treatment and maintenance options.”

Michael Luu, Senior Vice President,
Corporate Services & Chief Risk Officer




In 2024, we conducted approximately
615,000 tests on more than 86,000 samples
collected throughout our water systems.

Delivering High-Quality Water

In 2024, our water met or surpassed all state and federal
standards set to protect public health and safety. That’s an
impressive achievement, when you think about the herculean effort
it takes to deliver 94 billion gallons of water that meets more
than 250 water quality standards. Our dedicated team executed
a rigorous quality assurance program while taking on other
important initiatives, including inventorying our service

lines to comply with the EPA Lead and Copper Rule Revisions;
earning certification of our water quality laboratory under

new national regulations; and monitoring and providing

data to the EPA to support future standard-setting efforts.
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Operating Safely

One of the most important aspects of operating safely is taking
steps to prevent accidents and prepare for emergencies. First,
prevention. We invested more than $3.8 million in physical
security enhancements at key facilities in 2024, and that invest-
ment is paying off. In one case, our security system visually
detected the illegal use of fireworks near a water storage tank
and requested fire department response before a small wildfire
could spread. Second, preparation. We know that natural
disasters and other emergencies will occur, so we do our best to
prepare for them. Emergency response drills and training are
key to preparedness, and in 2024 we conducted sessions for our
employees and first responders in our communities, including
those in Hawaii, which suffered a horrific wildfire near our
service area in 2023. And throughout the year, we provide
safety-related training to our people, one of our most important
assets, to help equip them to take care of themselves and our
customers when disasters happen.
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Above: As Director of Subsidiary Operations and
Chief of Emergency Operations, Henry Wind sees
the importance of prevention and preparedness.
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Business
at a Glance

—» Our mission: to be the leading
provider of sustainable water and
wastewater services.

—) Our purpose: to enhance the quality
of life for our customers, communities,
employees, and stockholders.

—) Our operating imperatives:
affordable and excellent service,
sustainability and community impact,
public health and safety, enhanced
stockholder value, and employees
who are our best advocates.
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Who We Are

2M+

Population served

192

Company founded

500+

Communities served

1,30

Employees

$1B+

Annual operating revenue

What We Do

94 B+

Gallons of high-quality drinking
water delivered annually

362M+

Gallons of wastewater processed
responsibly each year

What Matters to Us

$471M

Invested in infrastructure for
safe, reliable service

4%

Of our customers get
bill discounts

J Rk

Contributed to
charitable organizations

250

Water quality standards
met or surpassed to protect
public health

58 years

Annual dividend

has increased
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Our S

Areas

ervice

California

CUSTOMER CONNECTIONS

2023 > 497,700*
2024 > 499,400*

DISTRICTS
Bakersfield

Bay Area Region (serving South

San Francisco, Colma, Broadmoor,

San Mateo, San Carlos, Lucerne, Duncans
Mills, Guerneville, Dillon Beach, Noel
Heights, and portions of Santa Rosa)

Bear Gulch (serving portions of
Menlo Park, Atherton, Woodside, and
Portola Valley)

Dixon

East Los Angeles
Kern River Valley
Livermore

Los Altos (including portions of
Cupertino, Los Altos Hills, Mountain View,
and Sunnyvale)

Los Angeles County Region (serving
Palos Verdes Estates, Rancho Palos
Verdes, Rolling Hills, Rolling Hills Estates,
Fremont Valley, Lake Hughes, Leona
Valley, and Lancaster)

Marysville

North Valley Region (serving Chico,
Hamilton City, and Oroville)

Salinas Valley Region (including Salinas
and King City)

Selma

South Bay Region (serving

Hermosa Beach, Redondo Beach, Carson,
and portions of Compton, Harbor City,
Long Beach, Los Angeles, and Torrance)

Stockton
Visalia
Westlake
Willows

*Includes Hawthorne & Commerce Operations and Maintenance agreement and
Travis Airforce Base Utility Privatization contract service connections



“Infrastructure investment is key to delivering, safe reliable water
service to our customers and the primary growth driver of
the Company; however, we do pursue mergers and acquisitions
opportunistically in high growth regions, such as Texas.”

Marty Kropelnicki, Chairman & CEO

Hawaii

CUSTOMER CONNECTIONS

2023 > 6,500
2024 > 6,700

Serving the communities of
Ka’anapali, Kapalua, Pukalani,
Waikoloa, North Kona Coast,
Keauhou, Kalaeloa, and Poipu
on the islands of Maui, Hawaii,
Oahu, and Kauai

Washington

CUSTOMER CONNECTIONS

2023 > 38,000
2024 > 38,300

Serving more than 425
neighborhoods and small
communities in the counties of
Clallam, Jefferson, Kitsap,
Mason, Pierce, King, San Juan,
and Thurston

New Mexico

CUSTOMER CONNECTIONS

2023 > 11,400
2024 > 11,500

Serving the communities of
Meadow Lake, Cypress
Gardens, Rio Communities,
Rio Del Oro, Elephant Butte,
Sandia Knolls, Indian Hills,
Woodland Hills, Squaw Valley,
Cedar Crest, Crouch Mesa/
Morningstar, and Monterey
Park in the counties of Sierra,
Valencia, Torrance, Bernalillo,
and San Juan

Texas*

CUSTOMER CONNECTIONS

2023 > 2,800
2024 > 4,200

Serving communities near
Castroville, New Braunfels,
Uhland, Kyle, Buda, Mustang
Ridge, Creedmoor, and
Niederwald in the counties of
Medina, Guadalupe, Hays,
Caldwell, and Travis

*Our Texas subsidiary invests in water and wastewater infrastructure through a joint
venture with BVRT Holding Company. BVRT currently operates seven wastewater utilities.
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Chairman’s
Letter

In the aftermath of one of the most destructive
wildfires in California history, we have a respon-
sibility to evaluate our own wildfire hardening
program, infrastructure investment plans, and
emergency response capabilities.

At the outset, | must emphasize that no urban
water system in the world is designed to fight a
conflagration of the magnitude seen in Southern
California in early 2025. But what can we learn
from the tragedy? What have we learned
ourselves over the last 10 years, dealing with
the Erskine, Camp, Woolsey, and Mendocino
Complex Fires, among others?

First, preparation is key. Clearing brush.
Optimizing available supplies. Reconfiguring
pipes for higher flows where appropriate.
Staging crews and backup power. Although
none of these efforts can guarantee safety

in a fire, it is all vital, and just part of our
ongoing wildfire preparation program. Over
the past five years, we have invested nearly
$55 million in pipelines, pumps, and emergency
generators specifically intended to better
position us in the event of fire.

Second, response must be practiced. Emergencies
often cross jurisdictional boundaries, and
having the ability to coordinate with partners is
essential. That is why we host Community
Emergency Response training for first responders,

Annual Dividend
Per Common Share

Increased every
year since 1967

community leaders, and other organizations in
our service areas on a regular basis.

Third, water providers and firefighting agencies
should maintain open lines of communication
during emergencies. If a water provider under-
stands the needs of a firefighting agency at a
given location, it may be able to modify water
system operations to meet those needs. For
obvious reasons, these relationships should be
nurtured long before an emergency occurs,
and this is something we work on year-round.
In 2024, we awarded more than $175,000 to fire
agencies in our service areas to help prepare
them for future emergencies.

This is in no way intended to second-guess the
actions of those involved in the Los Angeles area
fires, and our hearts go out to everyone who was
affected. Even before the fires were contained,
we had contributed more than $100,000 to
organizations on the ground, the American Red
Cross, the World Central Kitchen, the California
Fire Foundation, and, to a slightly lesser degree,
Pasadena Humane and the Society for the
Prevention of Cruelty to Animals LA.

Rather, it’s an acknowledgment that wildfires
pose serious risks, and although no urban
water system is designed to fight wildfires, there
are things we can and are doing to help lessen
the risk.

2020 2021 2022

2023 2024



In addition to our wildfire hardening and
emergency response efforts, in 2024

—> We reported net income of $190.8 million and
earnings per common share of $3.25, which
included $64.0 million of net income and $1.09
of earnings per common share that would have
been collected in 2023 if not for the delay in
our California 2021 General Rate Case and
Infrastructure Improvement Plan (GRC/IIP).

—> We filed our 2024 GRC/IIP and have worked
to keep the proceeding on schedule. Given
recent decisions issued by the California
Public Utilities Commission (CPUC), we are
optimistic that we will receive a decision on
a reasonably timely basis. We also continued
efforts to actively pursue rate relief in our
other states to get more timely recovery of
our capital investments.

—> We invested $471 million in infrastructure im-
provements we believe are necessary for water
quality and reliability, including $8 million in
treatment facilities for per- and polyfluoroalkyl
substances (PFAS). Our strong balance sheet,
combined with the CPUC’s August 2024 deci-
sion authorizing us to issue up to $1.3 billion
of new equity and debt securities, positions us
well to maintain momentum on our infrastruc-
ture improvement program through 2027.

Capital Investment
in Infrastructure

$1.8 billion invested
over 5 years

—> And we continued to provide high-quality
water and excellent service to our customers.
On the water quality front, we met or
surpassed every standard set to protect
public health and safety in every one of our
water systems. For customers, we introduced
Promise Pay in Washington and New Mexico
to continue helping customers with past due
balances, and we rolled out Walmart Bill Pay,
a convenient payment option, particularly
for unbanked and underbanked customers.

2024 saw us successfully executing our strategy
to mitigate risk and enhance sustainability, invest
in the infrastructure needed to provide a safe,
reliable water supply, and provide the high-quality
water and excellent service our customers have
come to expect. In 2025 and beyond, we remain
laser-focused on our mission and committed to
executing this strategy.

Thank you for believing in our vision and
supporting the important work we do every day
to contribute to the greater good and enhance
the quality of life for those we serve.

M- 4 Dol

Martin A. Kropelnicki,
Chairman, President & Chief Executive Officer
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Lead Independent
Director’s Letter

Having vision isn’t the same as having the ability
to predict the future. Rather, having vision means
thinking beyond the day to day, anticipating
risks and changes to the operating environment,
and understanding shifts in customer needs
and expectations.

But it’s not enough to simply have vision. To be
successful, you must act on that vision. Take steps
to mitigate risks. Modify operations. Take advan-
tage of new technologies. Give customers what
they want before they even know they want it.

As your Lead Independent Director, I've had
the pleasure of seeing firsthand what it looks
like when a company acts upon its vision. The
Board and I take our oversight responsibility
seriously. Having a robust flow of two-way
communication with management supports our

Financial Highlights*

ability to work effectively together to provide
value to our stockholders, customers, employees,
and communities.

I continue to be impressed by the dedication,
credentials, and performance of both your
management team and your Board of Directors.
It’s an honor to serve with them as we each bring
diverse experience and expertise to bear to
contribute to the Company’s continued success.

Thank you for your continued confidence and
investment in California Water Service Group,
and | wish you the best in 2025 and beyond.

6 AL
Scott Morris,
Lead Independent Director

Dollars in thousands, except per common share data

2024 2023 2022 2021 2020

YEAR ENDED DECEMBER 31

$45.33 $51.87 $60.64 $71.86 $54.03
$18.08
$1.97
$0.85

$794,307

Market price at year end

Book value per share $27.49 $24.72 $23.70 $21.72

Earnings per share (diluted) $3.25 $0.91 $1.77 $1.96

Dividend per share $1.12 $1.04 $1.00 $0.92

Operating revenue $1,036,806 $794,632 $846,431 $790,909

Net income attributable $190,807 $51,911 $96,011 $101,125 $96,831

to California Water
Service Group

*Certain numbers reflect prior period adjustments. See Form 10-K for details: ‘




Looking Ahead

We want to thank employees who retired in 2024.

As you look to your next chapter, may you see only good

health and happiness ahead. A special thank you
to those retiring with 25 years of service or more:

Michael Jones Estevan Hernandez
Director, Subsidiary Foreman-Construction
Operations and & Operation
Chief EOC/IC 34 years
46 years

Eliot Cervantes
Douglas Varney Distribution Service
District Manager Technician, Delinquent
37 years Account Technician

33 years
Anthony Carrasco
Special Projects Thomas Brassfield
Manager Operations Manager
35 years 31years

Scott Bradfield
Certified Pump
Operator
34 years

Looking Back

We want to take a moment to celebrate the awards
and acknowledgments we received in 2024:

—> Excellence in Promoting WaterSense-
Labeled Products award

—> Excellence in Community Grants
and Scholarships award from NAACP
Butte County Chapter

—> Newsweek’s “America’s Greenest
Companies” list

—-> Newsweek’s “America’s Most
Responsible Companies” list fourth
year in a row

Susana Marin
Water Systems
Material Specialist,
Operations Clerk
28 years

Thomas Smegal

Special Projects Manager
and former CFO

27 years

Mark Valentine
Foreman-Construction
25 years

Joan Angel
Cross-Connection
Control Specialist
25 years

Todd Potter
Certified Chief
Pump Operator
25 years

Sean Cull

Water System
Operation
Maintenance Worker
25 years

—> National Association of Water Companies’
Living Water Award for employee

John Kadowaki

—> Newsweek’s the “World’s Most
Trustworthy Companies” list for the

second year in a row

—> Great Place to Work for the ninth

consecutive year

—> Top Workplace in the Bay Area

for the 12th year
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Eight-Year

Financial Review

|
| |
|

Summary of Operations

Operating revenue

Operating expenses

Interest expense, other income and expenses, net

Net income

Common Share Data

Earnings per share (diluted)

Dividend declared

Dividend payout ratio

Book value

Market price at year end

Common shares outstanding at year end (in thousands)
Return on average common stockholders’ equity
Long-term debt interest coverage

Balance Sheet Data

Net utility plant

Total assets

Long-term debt, including current portion
Capitalization ratios:

Common stockholders’ equity

Long-term debt

Other Data

Water production (in million gallons)

Customers at year end, including Hawthorne and Commerce

New customers added
Operating revenue per customer
Utility plant per customer
Employees at year end

2024

$1,036,806
$811,752
$34,969
$190,807

$3.25
$1.12
34%
$27.49
$45.33
59,484
12.5%
546

$4,158,704
$5,181,237
$1,176,993

59.7%
40.3%

106,374
560,100
3,700
$1,851
$9,642
1,278



2023 2022 2021 2020 2019 2018 2017
$794,632  $846,431  $790,909 $794,307 $714,557 $698,196 $676,113
$717,497 $718,771  $664,139 $657,641 $615,145 $587,656 $569,030

$25,759 $32,397 $25,791 $39,835 $36,296 $44,956 $34,143
$51,911 $96,011 $101,125 $96,831 $63,116 $65,584 $72,940
$0.91 $1.77 $1.96 $1.97 $1.31 $1.36 $1.52
$1.04 $1.00 $0.92 $0.85 $0.79 $0.75 $0.72
114% 57% 47% 43% 60% 55% 47%
$24.72 $23.70 $21.72 $18.08 $15.84 $15.19 $14.56
$51.87 $60.64 $71.86 $54.03 $51.56 $47.66 $45.35

57,724 55,598 53,716 50,334 48,532 48,065 48,012

3.8% 7.7% 9.7% 11.5% 8.4% 9.2% 10.7%
2.02 3.31 3.52 3.87 3.10 3.57 4.58
$3,773,255 $3,472,931 $2,846,862 $2,650,558 $2,406,370 $2,232,723 $2,047,965
$4,595,533 $4,264,813 $3,623,271 $3,394,248 $3,111,308 $2,837,704 $2,744,710
$1,053,440 $1,055,797 $1,060,986 $786,227 $808,622 $814,938 $531,713

57.6% 55.6% 52.5% 53.7% 49.4% 47.3% 56.8%

42.4% 44.4% 47.5% 46.3% 50.6% 52.7% 43.2%

103,484 106,945 110,519 110,742 104,735 107,589 104,986
556,400 553,000 547,600 543,000 520,600 517,500 514,300
3,400 5,400 4,600 22,400 3,100 3,200 2,800
$1,428 $1,531 $1,444 $1,463 $1,373 $1,349 $1,315
$8,852 $8,203 $7,665 $7,165 $6,820 $6,240 $5,775
1,266 1,225 1,182 1,192 1,207 1,184 1,176

*Certain numbers reflect prior period adjustments. See Form 10-K for details.
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Annual Report for 2024 on Form 10-K
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This report contains forward-looking statements that are based on currently available
information, expectations, estimates, assumptions and projections, and management’s

judgment about the Company, the water utility industry, and general economic conditions.

Forward-looking statements, which are identified by words such as seek, expect, intend,
plan, believe, anticipate, project, will, and forecast, are not guarantees of future perfor-
mance, and actual results may vary materially. Please see our 2024 Annual Report on
Form 10-K for more information.

Annual Meeting

The Annual Meeting of
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at 9:30 a.m. PT. Details of the
business to be transacted during
the meeting will be contained
in the proxy material, which
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on or about April 16, 2025.
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PART I
Item 1. Business.

Forward-Looking Statements

This annual report, including all documents incorporated by reference, contains forward-looking
statements within the meaning established by the Private Securities Litigation Reform Act of 1995
(the PSLRA). The forward-looking statements are intended to qualify under provisions of the federal
securities laws for “safe harbor” treatment established by the PSLRA. Forward-looking statements in
thisannual report are based on currently available information, expectations, estimates, assumptions
and projections, and our management’s beliefs, assumptions, judgments and expectations about us,
the water utility industry and general economic conditions. These statements are not statements of
historical fact. When used in our documents, statements that are not historical in nature, including
words like “will,” “would,” “expects,” “intends,” “plans,” “believes,” “may,” “could,” “estimates,”
“assumes,” “anticipates,” “projects,” “progress,” “predicts,” “hopes,” “targets,” “forecasts,” “should,”
“seeks,” “indicates,” or variations of these words or similar expressions are intended to identify
forward-looking statements. Examples of forward-looking statements in this annual report include,
but are not limited to, statements describing our intention, indication or expectation regarding our
financial performance, dividends or targeted payout ratio, our expectations, anticipations or beliefs
regarding governmental, legislative, judicial, administrative or regulatory timelines, regulatory
compliance, decisions, approvals, authorizations, requirements or other actions, including plans and
proposals pursuant to and timing of the California Water Service Company (Cal Water)’s general rate
case (GRC) filed on July 8, 2024 (2024 GRC), timing of our cost of capital application, rate amounts,
cost recovery or refunds, certain per- and polyfluoralkyl substances (PFAS) regulations, and
associated impacts, such as our expected or estimated revenue, our intentions regarding recovery
billing, our expectations regarding regulatory asset and operating revenue recognition, sources of
funding or capital requirements, estimates of, or expectations regarding, capital expenditures,
funding needs or other capital requirements, obligations, contingencies or commitments, our
expectations regarding water sources, our beliefs regarding adequacy of water supplies, our
anticipation regarding renewing water supply contracts, and estimated water prices, estimates and
assumptions relating to our significant accounting policies, such as deferred revenue or assets or
refund of advances, our expectations or assumptions regarding employee benefit plans and stock-
based compensation and estimated contributions to our pension plans and other postretirement
benefit plans, our estimated annual effective tax rate and expectations regarding tax benefits, our
intentions regarding use of net proceeds from any future equity or debt issuances or borrowings, our
expectations, intentions or anticipations regarding our sources of funding, capital structure, including
authorized return on equity, cost of debt and rate of return, or capital allocation plans, our intentions
regarding growth opportunities or our expectations regarding settlement proceeds relating to certain
PFAS-contamination claims. The forward-looking statements are not guarantees of future
performance. They are based on numerous assumptions that we believe are reasonable, but they are
open to a wide range of uncertainties and business risks. Consequently, actual results may vary
materially from what is contained in a forward-looking statement.

» o« TS ” o« ” o«

” o« ” o« ” o«

Factors which may cause actual results to be different than those expected or anticipated include,
but are not limited to:

+ the outcome and timeliness of regulatory commissions’ actions concerning rate relief and
other matters, including with respect to the 2024 GRC;

- the impact of opposition to rate increases;
- our ahility to recover costs;

+ Federal governmental and state regulatory commissions’ decisions, including decisions on
proper disposition of property;

- changesin state regulatory commissions’ policies and procedures, such as the California Public
Utilities Commission (CPUC)’s decision in 2020 to preclude companies from proposing full
decoupling (which impacted our 2021 GRC);
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changes in California State Water Resources Control Board (Water Board) water quality
standards;

changes in environmental compliance and water quality requirements, such as the United
States Environmental Protection Agency’s (EPA) finalization of a National Primary Drinking
Water Regulation establishing legally enforceable maximum contaminant levels (MCL) for six
PFAS in drinking water in 2024;

the impact of weather, climate change, natural disasters, including wildfires and landslides,
and actual or threatened public health emergencies, including disease outbreaks, on our
operations, water quality, water availability, water sales and operating results and the adequacy
of our emergency preparedness;

electric power interruptions, especially as a result of Public Safety Power Shutoff (PSPS)
programs;

availability of water supplies;

our ability to invest or apply the proceeds from the issuance of common stock in an accretive
manner;

consequences of eminent domain actions relating to our water systems;

increased risk of inverse condemnation losses as a result of the impact of weather, climate
change, and natural disasters, including wildfires and landslides;

housing and customer growth;
our ability to renew leases to operate water systems owned by others on beneficial terms;

issues with the implementation, maintenance or security of our information technology
systems;

civil disturbances or terrorist threats or acts;

the adequacy of our efforts to mitigate physical and cyber security risks and threats;

the ability of our enterprise risk management processes to identify or address risks adequately;
labor relations matters as we negotiate with the unions;

changes in customer water use patterns and the effects of conservation, including as a result of
drought conditions;

our ability to complete, in a timely manner or at all, successfully integrate, and achieve
anticipated benefits from announced acquisitions;

restrictive covenants in or changes to the credit ratings on our current or future debt that could
increase our financing costs or affect our ability to borrow, make payments on debt or pay
dividends;

risks associated with expanding our business and operations geographically;

the impact of stagnating or worsening business and economic conditions, including
inflationary pressures, general economic slowdown or a recession, changes in tariff policy, the
interest rate environment, instability of certain financial institutions, changes in monetary
policy, adverse capital markets activity or macroeconomic conditions as a result of geopolitical
conflicts, and the prospect of a shutdown of the U.S. federal government;

the impact of market conditions and volatility on unrealized gains or losses on our
non-qualified benefit plan investments and our operating results;

the impact of weather and timing of meter reads on our accrued unbilled revenue;

the impact of evolving legal and regulatory requirements, including emerging environmental,
social and governance requirements;

the impact of the evolving U.S. political environment, including, as a result of the change in U.S.
federal administration, leadership and policy changes or threatened changes at U.S. federal
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regulatory agencies that have led to, in some cases, legal challenges and uncertainty around
the funding, functioning and policy priorities of U.S. federal regulatory agencies and the status
of current and future regulations; and

- the risks set forth in “Risk Factors” included elsewhere in this annual report.

In light of these risks, uncertainties and assumptions, investors are cautioned not to place undue
reliance on forward-looking statements, which speak only as of the date of this annual report or as of
the date of any document incorporated by reference in this annual report, as applicable. When
considering forward-looking statements, investors should keep in mind the cautionary statements in
this annual report and the documents incorporated by reference. We are not under any obligation,
and we expressly disclaim any obligation, to update or alter any forward-looking statements, whether
as a result of new information, future events or otherwise.

Overview

California Water Service Group (Company) is a holding company with seven operating
subsidiaries: Cal Water, Washington Water Service Company (Washington Water), New Mexico Water
Service Company (New Mexico Water), Hawaii Water Service Company, Inc. (Hawaii Water), TWSC,
Inc. (Texas Water), CWS Utility Services, and HWS Utility Services LLC (CWS Utility Services and HWS
Utility Services LLC being referred to collectively in this annual report as Utility Services). Cal Water,
Washington Water, New Mexico Water, and Hawaii Water are regulated public utilities. Texas Water is
a holding company with regulated and contracted wastewater utilities.

The regulated utility entities also provide non-regulated services. Utility Services holds non-
utility property and provides non-regulated services to private companies and municipalities outside
of California (see “Non-Regulated Activities” below for more details). Cal Water was the original
operating company that began operations in 1926.

Our business is conducted through our operating subsidiaries and we provide utility services to
approximately two million people. The bulk of our business consists of the production, purchase,
storage, treatment, testing, distribution, and sale of water for domestic, industrial, public, and
irrigation uses, and the provision of domestic and municipal fire protection services. In some areas,
we provide wastewater collection and treatment services, including treatment which allows water
recycling. We also provide non-regulated water-related services under agreements with
municipalities and other private companies. The non-regulated services include full water system
operation, meter reading, and hilling services. Non-regulated operations also include the lease of
communication antenna sites, lab services, and promotion of other non-regulated services.

During the year ended December 31, 2024, there were no significant changes in the kind of
products produced or services rendered by our operating subsidiaries, or in the markets or methods
of distribution.

Our mailing address and contact information is:
California Water Service Group

1720 North First Street

San Jose, California 95112-4598

Telephone number: 408-367-8200
www.calwatergroup.com

Annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to these reports are available free of charge through our website at
www.calwatergroup.com. The reports are available on our website as soon as reasonably practicable
after such reports are filed with the U.S. Securities and Exchange Commission (SEC).

The content on any website referred to in this annual report is not incorporated by reference in
this annual report unless expressly noted.
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Regulated Business

California water operations are conducted by Cal Water, which provides service to approximately
499,400 customer connections in approximately 100 California communities through 20 separate
districts, which are subject to regulation by the CPUC. California water operations accounted for
approximately 89.2% of our total customer connections and 92.3% of our total consolidated operating
revenue in 2024.

We operate the City of Hawthorne and the City of Commerce water systems under lease
agreements. In accordance with the lease agreements, we receive all revenues from operating the
systems and are responsible for paying the operating costs. The City of Hawthorne and the City of
Commerce lease revenues are governed through their respective city councils and are considered
non-regulated because they are outside of the CPUC’s jurisdiction. We report revenue and expenses
for the City of Hawthorne and City of Commerce leases in operating revenue and operating expenses
because we are entitled to retain all customer billings and are responsible for all operating expenses.
These leases are considered “nontariffed products and services” (NTPS) by the CPUC and require a
10% revenue share with regulated customers.

In October of 2011, an agreement was negotiated with the City of Hawthorne to lease and operate
its water system. The system, which is located near our Hermosa Redondo district, serves about half
of Hawthorne’s population. The capital lease agreement required an up-front $8.1 million lease
deposit to the city that is being amortized over the lease term. Additionally, annual lease payments
are contracted to be adjusted based on changes in rates charged to customers. Under the lease, we
are responsible for all aspects of system operation and capital improvements, although title to the
system and system improvements reside with the city. Capital improvements are recorded as
depreciable plant and equipment and depreciated per the asset lives set forth in the agreement. In
exchange, we receive all revenue from the water system, which was $12.7 million, $12.2 million, and
$12.5 million in 2024, 2023, and 2022, respectively. At the end of the lease, the city is required to
reimburse us for the unamortized value of capital improvements made during the term of the lease.
The City of Hawthorne capital lease is a 15-year lease and expires in 2026.

In April of 2018, a renewal agreement was negotiated with the City of Commerce for us to
continue to lease and to operate its water system for 15 years. Under the agreement, the operating
lease requires us to pay $0.8 million per year in monthly installments. We have operated the City of
Commerce water system since 1985 and are responsible for all operations, maintenance, water
quality assurance, customer service programs, and financing capital improvements to provide a
reliable supply of water that meets federal and state standards to customers served by the City of
Commerce system. The City of Commerce retains title to the system and system improvements and
remains responsible for setting its customers’ water rates. We bear the risks of operation and
collection of amounts billed to customers. In exchange, we receive all revenue from the water system,
which was $4.1 million, $4.2 million, and $4.2 million, in 2024, 2023, and 2022, respectively. The
agreement allows us to request a rate change annually in order to recover costs.

Hawaii Water provides service to approximately 6,700 water and wastewater customer
connections on the islands of Kauai, Maui, Oahu, and Hawaii, including several large resorts and
condominium complexes. Hawaii Water’s regulated customer connections are subject to the
jurisdiction of the Hawaii Public Utilities Commission (HPUC). Hawaii Water accounted for 1.2% of
our total customer connections and approximately 4.3% of our total consolidated operating revenue
in 2024.

Washington Water provides domestic water service to approximately 38,300 customer
connections in the Tacoma, Olympia, Graham, Spanaway, Puyallup, Rainier, Yelm, and Gig Harbor
areas. Washington Water’s utility operations are regulated by the Washington Utilities and
Transportation Commission (UTC). Washington Water accounted for approximately 6.8% of our total
customer connections and approximately 2.3% of our total consolidated operating revenue in 2024.

New Mexico Water provides service to approximately 11,500 water and wastewater customer
connections in our Rio Communities, Rio Del Oro, Meadow Lake, Indian Hills, Squaw Valley, Elephant
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Butte, Morningstar, Sandia Knolls, Juan Tomas, Monterey, and Cypress Gardens systems. New
Mexico’s regulated operations are subject to the jurisdiction of the New Mexico Public
Regulation Commission. New Mexico Water accounted for approximately 2.1% of our total customer
connections and 0.7% of our total consolidated operating revenue in 2024.

In May of 2021, Texas Water became the majority owner of BVRT Utility Holding Company
(BVRT), a Texas-based utility development company owning and operating seven wastewater utilities
serving growing communities outside of Austin and San Antonio. BVRT provides regulated
wastewater services under the rules and regulation of the Texas Public Utilities Commission. Texas
Water initially invested funds to enable BVRT to continue to build wastewater infrastructure and
converted its investment to equity. BVRT’s seven wastewater utilities currently serve or are under
contract to serve approximately 4,200 customer connections. On August 16, 2022, BVRT entered into
along-term water supply agreement with the Guadalupe Blanco River Authority (GBRA) that enables
BVRT to receive up to 2,419 acre-feet of potable water annually (see Note 15 for more details). Texas
Water accounted for approximately 0.7% of our total customer connections and 0.4% of our total
consolidated operating revenue in 2024.

The state regulatory bodies governing our regulated operations are referred to as the
Commissions in this annual report. Rates and operations for regulated customers are subject to the
jurisdiction of the respective state’s regulatory Commission. The Commissions require that water
and wastewater rates for each regulated district be independently determined based on the cost of
service. The Commissions are expected to authorize rates sufficient to recover normal operating
expenses and allow the utility to earn a fair and reasonable return on invested capital.

We treat and distribute water and treat wastewater in accordance with accepted water utility
methods. Where applicable, we hold franchises and permits in the cities and communities where we
operate. The franchises and permits allow us to operate and maintain facilities in public streets and
rights-of-way as necessary.

Non-Regulated Activities

Non-regulated activities consist primarily of the operation of water systems that are owned by
other entities under lease agreements, leasing of communication antenna sites on our properties,
and billing of optional third-party insurance programs to our residential customers.

Fees for non-regulated activities are based on contracts negotiated between the parties. Under
our non-regulated contract arrangements, we operate municipally owned water systems and
privately owned water and recycled water distribution systems, but are not responsible for all
operating costs. Non-regulated revenue received from non-leased water system operations is
generally determined on a fee-per-customer basis.

In California, nearly all non-regulated activities are considered NTPS. The prescribed accounting
for these NTPS is incremental cost allocation plus revenue sharing with regulated customers. Non-
regulated services determined to be “active activities” require a 10% revenue sharing, and “passive
activities” require a 30% revenue sharing. The amount of non-regulated revenues subject to revenue
sharing is the total billed revenues less any authorized pass-through costs. Some examples of CPUC
authorized pass-through costs are purchased water, purchased power, and pump taxes. All of our
non-regulated services, except for leasing communication antenna sites on our properties, are “active
activities” subject to a 10% revenue sharing. Leasing communication antenna sites on our properties
are “passive activities” subject to a 30% revenue sharing. Cal Water’s annual revenue sharing with
regulated customers was $2.8 million, $2.7 million, and $2.7 million in 2024, 2023, and 2022,
respectively.

Operating Segment

We operate in one reportable segment, the supply and distribution of water and providing water-
related utility services. For information about revenue from external customers, net income
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attributable to California Water Service Group and total assets, see “Item 8. Financial Statements and
Supplementary Data.”

Growth

We intend to continue exploring opportunities to expand our regulated and non-regulated water
and wastewater activities, particularly in the western United States. The opportunities could include
system acquisitions, lease arrangements similar to the City of Hawthorne and City of Commerce
contracts, utility development investments similar to the BVRT investment, full service system
operation and maintenance agreements, customer service functions, and other utility-related
services.
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Geographical Service Areas and Number of Customer Connections at Year-end

Our principal markets are users of water within our service areas. The approximate number of
customer connections served in each regulated district, the City of Hawthorne and the City of
Commerce, at December 31 is as follows:

(rounded to the nearest hundred) 2024 2023
SAN FRANCISCO BAY AREA/NORTH COAST
Bay Area Region (serving South San Francisco, Colma, Broadmoor,
San Mateo, San Carlos, Lucerne, Duncans Mills, Guerneville,

Dillon Beach, Noel Heights and portions of Santa Rosa) . ... ... 56,000 56,000
Bear Gulch (serving portions of Menlo Park, Atherton, Woodside
and PortolaValley) . . . ... ... ... . . . . 19,200 19,100
Los Altos (including portions of Cupertino, Los Altos Hills,
Mountain View and Sunnyvale) . ........................ 19,000 19,000
LIVETMOTE . . . o o 19,000 19,000
113,200 113,100
SACRAMENTO VALLEY
North Valley Region (serving Chico, Hamilton City, and Oroville) .. 35,400 35,200
Marysville . . ... ... 3,800 3,800
DIXON . . 3,100 3,100
WIOWS . . 2,400 2,400
44,700 44,500
SALINAS VALLEY
Salinas Valley Region (including Salinas and King City) ......... 31,900 31,800
31,900 31,800
SAN JOAQUIN VALLEY
Bakersfield . ... ... . . . 74,900 74,400
StOCKION . . . . 45,300 45,200
Visalia ... 49,100 48,700
SEIMA . . . 6,700 6,600
KernRiver Valley . ........ ... . . . . .. .. . . .. ... 4,000 4,000
180,000 178,900
LOS ANGELES AREA
EastLos Angeles . .. ... ... ... 26,900 26,900

South Bay Region (serving Hermosa Beach, Redondo Beach,

Carson, and portions of Compton, Harbor City, Long Beach, Los

Angeles, and TOTTANCE) . ... ..ottt e 61,800 61,800
Los Angeles County Region (including Palos Verdes Estates,

Rancho Palos Verdes, Rolling Hills Estates, Rolling Hills,

Fremont Valley, Lake Hughes, Lancaster and Leona Valley) .... 26,100 26,000
Westlake (a portion of Thousand Oaks) .. ................... 7,100 7,100
Hawthorne and Commerce (leased municipal systems) and Travis

Airforce Base (utility privatization contract) . ............... 7,700 7,600

129,600 129,400
CALIFORNIA TOTAL . .. e 499,400 497,700
HAWAIL . . 6,700 6,500
NEW MEXICO . . .. 11,500 11,400
WASHINGTON . . . e 38,300 38,000
TEXAS 4,200 2,800
COMPANY TOTAL . .. o e 560,100 556,400
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Rates and Regulation

The Commissions have plenary powers setting both rates and operating standards. As such, the
Commissions’ decisions significantly impact the Company’s revenues, earnings, and cash flows. The
amounts discussed herein are generally annual amounts, unless otherwise stated, and the financial
impact to recorded revenue is expected to occur over a 12-month period from the effective date of the
decision. In California, water utilities are required to make several different types of filings. Certain
filings, such as GRC filings, escalation rate increase filings, and offset filings, may result in rate
changes that generally remain in place until the next GRC. As explained below, surcharges and
surcredits to recover balancing and memorandum accounts as well as GRC interim rate relief are
temporary rate changes, having specific time frames for recovery.

The CPUC follows a rate case plan which requires Cal Water to file a GRC for each of its regulated
operating districts (except Grand Oaks, which is filed as needed) every three years. In a GRC
proceeding, the CPUC not only considers the utility’s rate setting requests, but may also consider
other issues that affect the utility’s rates and operations. The CPUC is generally required to issue its
GRC decision prior to the first day of the test year or authorize interim rates and an Interim Rates
Memorandum Account (IRMA). In accordance with the rate case plan, Cal Water filed its most recent
GRC filing in July of 2024 (2024 GRC) requesting rate changes effective January 1, 2026. For
additional information on our 2024 GRC, see “California Regulatory Activity”.

Between GRC filings, Cal Water may file escalation rate increases, which allow Cal Water to
recover cost increases, primarily from inflation and incremental investments, generally during the
second and third years of the rate case cycle. However, escalation rate increases are district specific
and subject to an earnings test. The CPUC may reduce a district’s escalation rate increase if, in the
most recent 13-month period, the earnings test reflects earnings in excess of what was authorized for
that district.

In addition, California water utilities are entitled to make offset requests via an advice letter.
Offsets may be requested to adjust revenues for construction projects authorized in GRCs or recycled
water projects when those capital projects go into service (these filings are referred to as “rate base
offsets”), or for rate changes charged to Cal Water for purchased water, purchased power, and pump
taxes (which are referred to as “expense offsets”). Rate changes approved in offset requests remain in
effect until the next GRC is approved.

California Regulatory Activity
2024 GRC Application

On July 8, 2024, Cal Water submitted Infrastructure Improvement Plans (the Plans) for its
California districts from 2025 to 2027 in its 2024 GRC application with the CPUC. The application
also proposes a Low-Use Water Equity Program, that would, if approved as filed, decouple revenue
from water sales, to assist low-water-using, lower-income customers.

The required, triennial filing begins an approximately 18-month review process by the CPUC,
which will analyze the Plans, operating budget proposals, and the Low-Use Water Equity Program to
establish water rates for 2026 to 2028 that reflect the cost of providing safe, reliable water service.
Associated rates set by the CPUC would become effective no sooner than January 2026. Cal Water has
concluded an initial pre-hearing conference and an administrative law judge and Commissioner have
been assigned to the case. The Commissioner issued the Scoping Memo and Ruling in
November 2024 identifying the issues to be addressed and setting the schedule for the proceeding.
Subsequent to year end, public participation hearings were conducted and Cal Water received
California Public Advocate’s (CalPA) report providing comments on the 2024 GRC application. Cal
Water will provide a response to the CalPA report during the first quarter of 2025.

In the Plans, Cal Water proposes to invest more than $1.6 billion in its districts from 2025 to
2027, including approximately $1.3 billion of newly proposed capital investments. About 46% of the
proposed new infrastructure improvements are to replace aging water pipelines. Such improvements
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are designed to enhance water supply reliability to support customers’ and firefighters’ everyday and
emergency needs. The Plans also include, among other projects:

- Water quality upgrades to treat for existing and newly regulated contaminants.
- Infrastructure replacements to help ensure reliable delivery of water service.

- Equipment such as generators to help withstand power outages and shutoffs, and solar
installation projects to help reduce Cal Water’s dependency on the electric power grid and
lessen our environmental footprint.

- Physical and cyber security and safety enhancements to help protect facilities, customers, and
employees.

- Water supply initiatives to help safeguard long-term reliability and sustainability of water
sources.

- Advanced Metering Infrastructure to aid conservation efforts and enhance water-use
efficiency.

Cal Water’s proposed Low-Use Water Equity Program would, if approved as filed, decouple
revenue from water sales across its regulated service areas. The program is designed to work in
conjunction with Cal Water’s proposed four-tier rate design and sales forecast proposals to enhance
affordability—particularly for low-use and low-income customers—plus reinforce conservation goals,
while providing the utility an opportunity to recover its authorized revenue requirement in a timely
manner.

To support these investments, Cal Water has proposed to change 2024 rates to increase 2026
total revenue by $140.6 million, or 17.1%. Cal Water also proposes rate increases of $74.2 million, or
7.7%, in 2027; and $83.6 million, or 8.1%, in 2028.

2021 GRC

The CPUC approved a decision on March 7, 2024 on the 2021 GRC. The decision marked the end
of an extensive review of Cal Water’s water system improvement plans, costs, and rates. The decision
adopted a revised version of the alternate proposed decision issued on January 24, 2024, and
increases adopted revenues, after corrections, for 2023 by approximately $41.5 million retroactive to
January 1, 2023. It also potentially increases revenues by up to approximately $30.0 million for 2024
and $30.6 million for 2025, subject to the CPUC’s earnings test and inflationary adjustments.

The decision authorized Cal Water to invest approximately $1.2 billion from 2021 through 2024
in water system infrastructure projects that we believe were needed to continue providing safe,
reliable water service to customers throughout California. This also includes approximately
$160 million of infrastructure projects that may be submitted for recovery via the CPUC’s advice
letter process.

The CPUC’s decision approves a progressive rate design that is intended to provide budget
stahility while benefiting low-income and low-water-using customers by significantly decreasing the
cost of the first six units of water consumed and increasing the percentage of fixed costs that are
recovered in the service charge.

On March 15, 2024, Cal Water submitted a request for expedited corrections in the March 7th
decision. The decision and its appendices contained certain language, numbers, and calculations
that were inconsistent or did not fully reflect the substantive outcomes described in the approved
decision. On April 23, 2024, the executive director of the CPUC issued a decision approving the
corrections.

On April 1, 2024, Cal Water submitted an advice letter requesting an increase in annual revenue
of $42.5 million for all of its rate making areas (besides Grand Oaks) effective May 1, 2024. The advice
letter was approved and included the effects of the expense offsets of $4.7 million and cost of capital
filing of $11.4 million that were implemented on January 1, 2024, as well as $5.8 million in rate base
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offsets that were effective on May 1, 2024. The remaining $20.6 million increase was primarily due to
2024 escalations. Cal Water implemented the new rates incorporating all these items on May 31,
2024.

2021 GRC IRMA

The 2021 GRC was approved in March of 2024 and final rates for the 2021 GRC were
implemented on May 31, 2024; as a result, Cal Water calculated and recorded an IRMA regulatory
asset of $88.6 million and a corresponding increase to revenue for the difference between final rates
and interim rates for all of 2023 and the first five months of 2024. The IRMA regulatory asset was
reduced by $2.5 million for Rate Support Fund (RSF) credits that would have been given to customers
had the rate case been approved on time with an associated increase to regulatory assets for the RSF
program. Cal Water also recorded an IRMA regulatory liability of $5.6 million with a corresponding
increase to regulatory assets for Customer Assistance Program (CAP) credits that would have been
given to customers had the rate case been approved on time. Finally, Cal Water recorded an IRMA
regulatory asset of $0.4 million with a corresponding decrease to regulatory asset for the CAP and
RSF for surcharges that would have been billed to fire protection customers had the rate case been
approved on time. During the third quarter of 2024, Cal Water was approved to recover and refund the
recorded IRMA regulatory assets and liabilities in the form of either 12-month, 24-month, or longer
surcharges or 12-month surcredits. The surcharges and surcredits were implemented on October 1,
2024.

Escalation Increase Requests

As a part of the decision on the 2021 GRC, Cal Water was authorized to request annual escalation
rate increases for 2024 and 2025 for those districts that passed the CPUC’s earnings test. In April of
2024, Cal Water requested 2024 escalation rate increases for 17 of its regulated districts. The increase
in annual adopted gross revenue associated with the April 2024 filing was $20.6 million. The new
rates were approved and subsequently implemented on May 31, 2024, as discussed above.

In November of 2024, Cal Water requested 2025 escalation rate increases for 18 of its regulated
districts. The increase in annual adopted gross revenue associated with the November 2024 filing
was $27.2 million. The new rates were approved and subsequently implemented on January 1, 2025.

Rate Base Offset Requests

For construction projects authorized in the 2021 GRC as advice letter projects, Cal Water is
allowed to request rate base offsets to increase revenues after the project goes into service. In March
of 2024, Cal Water submitted a $39.1 million rate base offset advice letter to recover $5.8 million of
annual revenue increases in all of its regulated districts. The new rates were approved and
subsequently implemented on May 31, 2024, as discussed above.

In October of 2024, Cal Water submitted a $5.7 million rate base offset advice letter to recover
$0.9 million of annual revenue increases in 9 of its regulated districts. The new rates were approved
and subsequently implemented on January 1, 2025.

Expense Offset Requests

Expense offsets are dollar-for-dollar increases in revenue to match increased expenses, and
therefore do not affect net operating income. In November of 2023, Cal Water submitted an advice
letter to request offsets for increases in purchased water costs and pump taxes in six of its regulated
districts totaling $5.1 million. The new rates were approved and subsequently implemented on
January 1, 2024. In April of 2024, Cal Water submitted an advice letter to update these rates based on
the approved 2021 GRC. The annual increase was updated from an increase of $5.1 million to an
increase of $4.7 million and the new updated rates were approved and subsequently implemented
on May 31, 2024, as discussed above.

In October of 2024, Cal Water submitted an advice letter to request offsets for increases in
purchased water costs and pump taxes in eight of its regulated districts totaling $17.1 million. The
new rates were implemented on January 1, 2025.
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Monterey-Style Water Revenue Adjustment Mechanism (MWRAM) Filing

In September of 2024, Cal Water submitted an advice letter requesting surcharges to hill for the
MWRAM-related undercollections for 2023 for its regulated districts with tiered rates. The MWRAM
tracks the difference between quantity revenues collected under each residential rate tier and the
quantity revenues that would have been collected under a single quantity rate at the equivalent level
of sales. The advice letter was approved and $17.4 million is being recovered from customers in the
form of 12- and 24-month surcharges. The new rates were approved and subsequently implemented
on October 1, 2024.

Incremental Cost Balancing Account (ICBA) Filing

In September of 2024, Cal Water submitted an advice letter to true-up the 2023 annual ICBAs of
itsregulated districts. The ICBAs track the difference between actual cost for water production inputs
(purchased water, purchased power, and pump taxes) and adopted costs reflected in rates. The advice
letter was approved and $7.1 million is being refunded to customers in the form of either one time or
12-month surcredits. Additionally, $0.6 million is being recovered from customers in the form of
12-month surcharges. The new rates were approved and subsequently implemented on October 1,
2024.

Cost of Capital Application

The CPUC issued and adopted a proposed decision for the Cal Water 2021 Cost of Capital
Application in the second quarter of 2023. Cal Water was authorized a return on equity of 9.05%, a
cost of debt of 4.23%, a capital structure of 53.4% equity and 46.6% debt, and an authorized rate of
return of 6.80% for 2023 and 2024. The CPUC also reauthorized the Water Cost of Capital Mechanism
(WCCM), which automatically adjusts the rate of return when the Moody’s Utilities Bond Index (Index)
fluctuates between cost of capital applications. Because the Index changed in 2022, the WCCM
triggered for 2023. At the time that WCCM triggered and before new rates were implemented Cal
Water’s rate of return was 7.48%. Cal Water implemented new rates based on an authorized 9.57%
return on equity, with a 4.23% cost of debt, and an authorized rate of return of 7.08% on July 31,
2023. The 40 basis-point reduction from Cal Water’s prior rate of return of 7.48% lowered adopted
annual operating revenue as of July 31, 2023 by $7.0 million.

In October of 2023, Cal Water evaluated the WCCM for 2024 and determined that it was triggered
duetoachangeinthe Indexin 2023. Cal Water filed an advice letter to implement new rates based on
an authorized 10.27% return on equity, with a 4.23% cost of debt, and an authorized rate of return of
7.46% effective January 1, 2024. These new rates were approved and subsequently implemented on
January 1, 2024. The 38 basis-point increase from Cal Water’s rate of return for the period July 31,
2023 to December 31, 2023 of 7.08% positively impacted adopted annual operating revenue for 2024
by approximately $10.0 million. In April of 2024, Cal Water submitted an advice letter to update these
rates based on the approved 2021 GRC. The annual increase was updated to $11.4 million and the
new updated rates were approved and subsequently implemented on May 31, 2024, as discussed
above.

On February 2, 2024, Cal Water received a letter from the CPUC addressed jointly to Cal Water
and three other Class A water companies granting their request for a one-year extension in their next
cost of capital filing with the CPUC to May 1, 2025. The WCCM will remain in effect during the one-
year extension. As a result, Cal Water’s authorized return on equity in 2025 is expected to be 10.27%
plus or minus any changes from the WCCM.

In October of 2024, Cal Water evaluated the WCCM for 2025 and determined that it was not
triggered. Since the WCCM was not triggered, there will be no change to Cal Water’s 10.27% return on
equity for 2025 as a result of the WCCM. The next measurement date for the WCCM is September 30,
2025.

On January 14, 2025, Cal Water received a letter from the CPUC addressed jointly to Cal Water
and three other Class A water companies granting their request for an additional one-year extension
in their cost of capital filing with the CPUC to May 1, 2026. The WCCM will remain in effect during the
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one-year extension. As a result, Cal Water’s authorized return on equity in 2026 is expected to be
10.27% plus or minus any changes from the WCCM.

2023 Financing Application for California

On August 2, 2024, the CPUC granted Cal Water the authority to issue up to $1.3 billion of new
equity and debt securities, in addition to previously-authorized amounts, to finance water system
infrastructure investments from 2023 to 2027. Cal Water was also granted a waiver that authorizes
each Cal Water borrowing under its revolving credit arrangements to be payable at periods up to
twenty-four months from the date of the applicable borrowing, rather than the twelve-month period
currently permitted for short-term borrowings.

Per- and Polyfluoroalkyl Substances Memorandum Account (PFAS MA)

Public water systems have been ordered by the Water Board to detect, monitor, and report
perfluorooctanoic and perfluorooctanesulfonic acid in drinking water. In the third quarter of 2020,
the CPUC approved the PFAS MA which allows Cal Water to track incremental expenses related to
compliance with the order. The tracking of capital costs was excluded due to the lack of a MCL at that
time.

In March of 2023, the EPA issued proposed MCLs for six per- and polyfluoroalkyl substances
(PFAS). In September of 2023, Cal Water filed an application with the CPUC to modify the PFAS MA to
track capital related costs associated with activities necessary to comply with the proposed PFAS
drinking water regulations. Cal Water also proposed to submit Tier 2 advice letters requesting
authority to add completed PFAS-related capital projects to authorized rate base. On April 18, 2024,
the CPUC dismissed, without prejudice, Cal Water’s application requesting authorization to modify a
previously approved PFAS-expense memorandum account to include capital investments related to
PFAS compliance for future recovery. The dismissal does not preclude Cal Water from seeking
regulatory recovery for its capital investments. Cal Water may seek recovery through a separate
application or a GRC application. Cal Water expects to refile its application in the first half of 2025.

California Supreme Court Decision on Decoupling

The CPUC issued a decision effective August 27, 2020 requiring that Class A water utilities
submitting GRC filings after the effective date be precluded from proposing the use of a full decoupling
Water Revenue Adjustment Mechanisms (WRAM) in their next GRCs. In September 2020, Cal Water
filed an Application for Rehearing at the CPUC seeking to reverse the August 27, 2020 CPUC decision.
In September 2021, the CPUC denied the Application for Rehearing. On or about October 27, 2021,
Cal Water along with four other Class A California water utilities filed Petitions for a Writ of Review
with the California Supreme Court (Court). On May 18, 2022, the Court issued writs granting review
and ordered the CPUC and other filing parties to submit additional pleadings to the Court. The final
pleadings were submitted on January 13, 2023. Oral arguments were held on May 8, 2024 and, on
July 8, 2024, the Court issued a unanimous decision voiding the WRAM provisions in the August 27,
2020 CPUC decision. As a result, Cal Water and other Class A water utilities submitting GRC filings
are no longer precluded from proposing the use of a full decoupling WRAM in their GRCs, as reflected
in the 2024 GRC filing.

Palos Verdes Peninsula Water Reliability Project (PV Project)

In 2002, Cal Water commissioned a Water System Master Plan (Master Plan) for the Palos Verdes
water system. The Master Plan identified the high-priority need to augment the existing potable water
system with new transmission mains and a new pump station to improve the capacity and reliability
of the water system. This resulted in the development of a capital project known as the PV Project.
Before the PV Project, a single pipeline that was over 60 years old delivered potable water to
approximately 90 percent of the Peninsula, and a second pipeline of the same age delivered water to
the remaining 10 percent. Both of these pipelines were approaching the end of their useful lives.

The CPUC authorized Cal Water to recover revenue associated with costs up to a cap of
$96.1 million after the PV Project was placed in service, subject to the CPUC’s reasonableness review.
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In 2020, the PV Project was completed and Advice Letter 2387 was filed asking for authority to
increase rates reflecting the PV Project costs up to the cap, with an effective date of August 27, 2020.
The advice letter was approved on January 29, 2021. New rates were implemented on February 1,
2021, with the revenue requirement being effective as of August 27, 2020.

Due to the complexity of the PV Project, total project costs exceeded the advice letter cap of
$96.1 million. Total project costs incurred were $117.2 million. Amongst other things, the 2021 GRC
approved an additional $6.4 million of capital costs to be included in base rates plus authority to open
amemorandum account allowing Cal Water to track incremental capital-related costs associated with
this project.

In July of 2024, Cal Water submitted a Tier 3 advice letter to recover the remaining $14.7 million
of capital costs not in base rates. Cal Water requested an increased revenue requirement for Palos
Verdes customers of $1.8 million which is obtained by adding $14.2 million to rate base for the
additional capital costs of the PV Project (which equals the $14.7 million above less two years of
depreciation). Cal Water also requested to recover $3.8 million of revenue tracked in the
memorandum account through a temporary surcharge of $0.2832 per ccf for 24 months. This
includes $3.6 million of the revenue requirement for 2023 and 2024 from the increase in total capital
costs above what was already included in base rates and $0.2 million of interest.

On January 30, 2025, a final decision was issued that approved Cal Water’s request to include
$14.2 million of incremental costs in rate base and for a temporary surcharge to recover $3.8 million
of carrying costs tracked in the memo account. New base rates were implemented on February 1,
2025 and new surcharges are expected to be implemented on April 1, 2025.

California Drought Memorandum Account (DRMA)

In June 2021, Cal Water submitted advice letters to request a DRMA to track the incremental
operational and administrative costs incurred to further implement updated Rule 14.1 for voluntary
conservation measures and Schedule 14.1 for implementation of our Water Shortage Contingency
Plan (WSCP), including activities related to enhanced conservation efforts, staffing, and capital
expenditures to provide a safe, reliable water supply. The DRMA would also track monies paid by
customers for fines, penalties, or other compliance measures associated with water use violations
and penalties paid by Cal Water to its water wholesalers. The DRMA was approved by the CPUC with
an effective date of June 14, 2021.

California’s Governor issued a drought declaration for all California counties through a series of
State of Emergency Proclamations with the most recent in March 2022. Given these drought
proclamations and then-existing water usage levels in all of its service areas, in 2022 Cal Water
activated Stage 2 of the “Water Use Restrictions of its WSCP” of Schedule 14.1 in all of its service
areas; as a result, Cal Water saw an increase in DRMA related costs in 2022 and 202.3.

In Stage 1, irrigating ornamental landscape with potable water is prohibited during the hours of
8:00 a.m. and 6:00 p.m. In Stage 2, irrigating ornamental landscapes with potable water is limited to
no more than three days per week as well as prohibited during the hours of 8:00 a.m. and 6:00 p.m. In
addition, this stage states that new connections may not install single-pass cooling systems for air
conditioning or other cooling system applications unless required for health or safety reasons.

On March 24, 2023, the Governor issued an Executive Order (EO) that, among other things, ended
the voluntary 15% water conservation target and ended the requirement that local water agencies
implement Stage 2 of their drought contingency plans. This EO maintained the ban on wasteful water
uses and retained the State of Emergency for all 58 California counties to allow for drought response
and recovery efforts to continue.

On May 8, 2023, Cal Water deactivated Stage 2 and moved to Stage 1 of Cal Water’s Schedule 14.1
of the WSCP in all regulated service areas.

On July 28, 2023, Cal Water submitted a Tier 3 advice letter requesting authority to amortize
$1.4 million of incremental expenses incurred from June 14, 2021 to December 31, 2022 tracked in
the DRMA.
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On January 30, 2025, a final decision was issued that approved Cal Water’s request to recover
$1.4 million of incremental costs tracked in the DRMA. New surcharges are expected to be
implemented on April 1, 2025.

Regulatory Activity—Other States

Financing Application for Hawaii

On October 3, 2024, the HPUC granted Hawaii Water the authority to issue up to $20.8 million of
new equity and debt securities, in addition to previously-authorized amounts, to fund on-going and
planned capital improvement projects related to water and wastewater utility services within Hawaii
Water’s service territories.

Kukui'ula South Shore Community Services

In April of 2022, Hawaii Water signed an agreement to acquire the assets of Kukui'ula South
Shore Community Services, LLC (KSSCS). Located in the Kukui'ula Resort region of southeast Kauai,
KSSCS is a collection-only wastewater utility regulated by the HPUC. Hawaii Water received HPUC
approval for the acquisition in September of 2024. On December 4, 2024, the transaction closed and
Hawaii Water took control over the system. The total cash purchase price was $1.6 million.

As part of the acquisition, Hawaii Water will own and manage the utility, which currently serves
approximately 440 residential, commercial, and resort customers, but is expected to be able to serve
up to 1,500 connections upon the completion of a planned resort buildout.

Water Supply

Our source of supply varies among our operating districts. Certain districts obtain all of their
supply from wells; some districts purchase all of their supply from wholesale suppliers; and other
districts obtain supply from a combination of wells and wholesale suppliers. A small portion of supply
comes from surface sources and is processed through Company-owned water treatment plants. To
the best of management’s knowledge, we are meeting water quality, environmental, and other
regulatory standards for all Company-owned systems.

Historically, approximately half of our annual water supply is pumped from wells. State
groundwater management agencies operate differently in each state. Some of our wells extract
ground water from water basins under state ordinances. These are adjudicated groundwater basins,
in which a court has settled the dispute between landowners, or other parties over how much annual
groundwater can be extracted by each party. All of our adjudicated groundwater basins are located in
the State of California. Our average annual groundwater extraction from adjudicated groundwater
basins approximates 7.8 billion gallons or 14.9% of our total average annual (2023 to 2024) water
supply pumped from wells. Historically, we have extracted less than 100% of our annual adjudicated
groundwater rights and have the right to carry forward up to 20% of the unused amount to the next
annual period. All of our remaining wells extract ground water from managed or unmanaged water
basins. There are no set limits for the ground water extracted from these water basins. Our average
annual groundwater extraction from managed groundwater basins approximates 29.6 billion gallons
or 56.4% of our total average annual (2023 to 2024) water supply pumped from wells. Our average
annual groundwater extraction from unmanaged groundwater basins approximates 15.0 billion
gallons or 28.7% of our total average annual (2023 to 2024) water supply pumped from wells. Many
managed groundwater basins we extract water from have groundwater recharge facilities for which
we financially support the recharge activities by paying well pump taxes. Our well pump taxes for
2024,2023,and 2022 were $21.8 million, $19.0 million, and $16.2 million, respectively. In 2014, the
State of California enacted the Sustainable Groundwater Management Act of 2014 (SGMA). The law
and its implementing regulations required most basins to create a sustainability agency by 2017,
develop a sustainability plan by the end of 2022, and show progress toward sustainability by 2027.
We expect that after the SGMA provisions are fully implemented, all the Company’s California
groundwater will be produced from sustainably managed and/or adjudicated basins.
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California’s normal weather pattern yields little precipitation between mid-spring and mid-fall.
The Washington Water service areas receive precipitation in all seasons, with the heaviest amounts
during the winter. New Mexico Water’s rainfall is heaviest in the summer monsoon season. Hawaii
Water receives precipitation throughout the year, with the largest amounts in the winter months.
Typically water usage in all service areas is highest during the warm and dry summers and declines
in the cool winter months. Rain and snow during the winter months in California replenish
underground water aquifers and fill reservoirs, providing the water supply for subsequent delivery to
customers. As of January 9, 2025, the snowpack water content in California’s northern Sierra region
during the 2024 to 2025 water year was 139% of long-term averages (per the California Department
of Water Resources). The northern Sierra region is the most important for the state’s urban water
supplies. The central and southern portions of the Sierras have recorded 85% and 64%, respectively,
of long-term averages. Management believes that supply pumped from underground aquifers and
purchased from wholesale suppliers will be adequate to meet customer demand during 2025 and
thereafter. However, water rationing may be required in future periods, if declared by the state orlocal
jurisdictions. Long-term water supply plans are developed for each of our districts to help assure an
adequate water supply under various operating and supply conditions. Some districts have unique
challenges in meeting water quality standards, but management believes that supplies will meet
current standards using currently available treatment processes or by installing the best available
technologies.

On May 31, 2018, California’s Governor signed two bills (Assembly Bill 1668 and Senate Bill 606)
into law that were intended to establish long-term standards for water use efficiency. The bills revise
and expand the existing urban water management plan requirements to include five-year drought
risk assessments, water shortage contingency plans, and annual water supply/demand assessments.
The Water Board, in conjunction with the California Department of Water Resources, has adopted
long-term water use standards for indoor residential use, outdoor residential use, water losses, and
other uses. Cal Water is also required to calculate and report on urban water use targets each year,
that compares actual urban water use to the targets. Management believes that Cal Water is well
positioned to comply with all such regulations.

In April of 2024, the EPA finalized a National Primary Drinking Water Regulation establishing
legally enforceable MCLs, for six PFAS in drinking water. Under the PFAS regulation, water utilities
across the country are required to complete initial PFAS monitoring by 2027 and to implement
treatment for sources exceeding the MCL by 2029. We estimate a capital investment of approximately
$226.0 million will be required to comply with the regulation. The Company is a party to four separate
class-action settlements with the following companies: 3M Company; E.I. Du Pont de Nemours and
Company (n/k/a EIDP, Inc.), DuPont de Nemours, Inc., The Chemours Company, The Chemours
Company FC, LLC, and Corteva, Inc. (collectively, DuPont); Tyco Fire Products LP; and BASF
Corporation designed to resolve certain claims for PFAS contamination of drinking water in active
public water systems. The estimated proceeds from these settlements will provide partial funding for
treatment solutions to remove PFAS from water sources in which PFAS has been detected, future
testing, and operational expenses. The Company expects to receive proceeds from settlements with
the 3M Company and DuPont in the first half of 2025 and expects to receive proceeds from
settlements with Tyco Fire Products LP and BASF Corporation in approximately late 2025 or early
2026. The Company plans to use any settlement proceeds received (after deducting legal fees and
expenses) to offset capital expenditures required to comply with the PFAS regulation.

On April 17, 2024, the Water Board adopted an MCL of 10 parts per billion for Chromium-6 in
drinking water. Our water systems in California will be required to comply with the regulation within
two to four years. We developed and installed treatment for this contaminant at most of our impacted
water sources when the same MCL was originally set in 2014, which was subsequently vacated for
administrative reasons. After the MCL was vacated, we continued to treat our impacted water systems.
We anticipate installing treatment for the remaining impacted sources before the regulatory deadline.

The following table shows the estimated quantity of water purchased and the percentage of
purchased water to total water production in each California operating district that purchased water
in 2024. Other than noted below, all other districts receive 100% of their water supply from wells.
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Percentage

Water of Total
Purchased Water
District (MG) Production Source of Purchased Supply
SAN FRANCISCO BAY AREA/
NORTH COAST
Bay Area Region* ... ... ... 6,361 98.5% San Francisco Public Utilities
Commission and Yolo County Flood
Control & Water Conservation District
BearGulch.............. 3,739 100.0% San Francisco Public Utilities
Commission
LosAltos ............... 2,188 62.0% Valley Water
Livermore .............. 1,896 68.7% Alameda County Flood Control and Water
Conservation District, Zone 7
SACRAMENTO VALLEY
North Valley Region™ . . . . .. 669 8.4% Pacific Gas and Electric Co. and County of
Butte
SAN JOAQUIN VALLEY
Bakersfield ............. 10,047 53.3% Kern County Water Agency and City of
Bakersfield
Stockton ............... 5,938 79.2%  Stockton East Water District
LOS ANGELES AREA
East Los Angeles . ........ 477 11.1% Central Basin Municipal Water District
South Bay Region™™* . . ... .. 10,192 78.3% West Basin Municipal Water District and
City of Torrance
City of Commerce ........ 81 13.5% Central Basin Municipal Water District
City of Hawthorne ........ 1,087 87.0% West Basin Municipal Water District
Los Angeles County 4,706 96.9% West Basin Municipal Water District and
Region™** .. ... .. ... ... Antelope Valley-East Kern Water Agency
Westlake .. ............. 1,941 100.0% Calleguas Municipal Water District and
Triunfo Water and Sanitation District
KernRiver Valley . ... ... .. 55 19.8% City of Bakersfield

MG = million gallons

*  Bay Area Region includes Bayshore and Redwood Valley
North Valley Region includes Chico and Oroville

* South Bay Region includes Dominguez and Hermosa Redondo

* Los Angeles County Region includes Palos Verdes and Antelope Valley

The Bear Gulch district obtains a portion of its water supply from surface runoff from the local
watershed. The Oroville district in the Sacramento Valley, the Bakersfield district in the San Joaquin
Valley, and the Kern River Valley district in the Los Angeles Area purchase water from a surface supply.
Surface sources are processed through our water treatment plants before being delivered to the
distribution system. The Bakersfield district also purchases treated water as a component of its water

supply.

The Chico, Marysville, Dixon, and Willows districts in the Sacramento Valley, the Salinas Valley
Region district in the Salinas Valley, the Selma and Visalia districts in the San Joaquin Valley, and the
Travis Air Force Base in Solano County obtain their entire supply from wells.

Purchases for the Bayshore and Bear Gulch districts are in accordance with long-term contracts
with the San Francisco Public Utilities Commission (SFPUC) until June 30, 2034. Purchases for the
Los Altos, Livermore, Oroville, Redwood Valley, Stockton, and Bakersfield districts are pursuant to
long-term contracts expiring on various dates after 2024. The water supplies purchased for the
Dominguez, East Los Angeles, Hermosa Redondo, Palos Verdes, and Westlake districts as well as the
Hawthorne and Commerce systems are provided by public agencies pursuant to a statutory obligation
of continued non-preferential service to purveyors within the agencies’ boundaries.
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Management anticipates water supply contracts will be renewed as they expire though the price
of wholesale water purchases is anticipated to increase in the future.

Shown below are wholesaler price rates and increases that became effective in 2024, and
estimated wholesaler price rates and percent changes for 2025. In 2024, several districts experienced
purchased water rate increases, resulting in the filing of several purchased water offsets with the
CPUC.

Effective 2024 Percent  Effective 2025 Percent
District Month Unit Cost Change Month Unit Cost Change
Antelope . . ... ... .. July $ 790.00 /af 51%  July $ 849.00 /af 7.5%
Bakersfield (1) . ... .. July $ 213.00 /af 9.2% January $ 213.00 /af —
BearGulch ........ July $ 5.67 [ccf 8.8%  January $ 5.67 /ccf —
Commerce 2) ...... January $ 1,426.00 /af 3.4% January $ 1,565.00 /af 9.7%
South Bay Region (2) . . July $ 1,708.00 /af 6.4%  January $ 1,899.00 /af 11.2%
East Los Angeles (2) . . January $ 1,426.00 /af 3.4% January $ 1,565.00 /af 9.7%
Hawthorne (2) . ... .. July $ 1,708.00 /af 6.4%  January $ 1,899.00 /af 11.2%
Livermore . ........ February $ 2.34 Jccf 3.1% January $ 2.44 [ccf 4.3%
LosAltos .. ........ July $ 2,344.00 /af 12.2%  January $ 2,344.00 /af —
Oroville . . .. ....... February $ 222,881 [yr 3.2% January $ 222,881 /yr —
Palos Verdes (2) . .. .. July $ 1,708.00 /af 6.4% January $ 1,899.00 /af 11.2%
Mid-Peninsula . ... .. July $ 5.67 Jccf 8.8% January $ 5.67 Jccf —
Redwood Valley . . ... January $ 69.24 /af — January $ 69.24 /af —
South San Francisco ..  July $ 5.67 [ccf 8.8%  January @ $ 5.67 [ccf —
Stockton .. ........ October $1,170,637/mo 25.8%  January $1,170,637/mo —
Westlake . . ... ..... January $ 1,730.00 /af 6.0% January $ 1,895.00 /af 9.5%

af = acre foot;

ccf = hundred cubic feet;

yr = fixed annual cost;

mo = fixed monthly cost

(1) untreated water

(2) wholesaler price changes occur every six months

We work with all local suppliers and agencies responsible for water supply to secure adequate,
long-term supply for each system.

See Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Water Supply” for more information on adequacy of supplies.

Seasonal Fluctuations

In California, our customers’ consumption pattern of water varies with the weather, in terms of
rainfall and temperature. When setting customer rates, the CPUC considers the historical pattern in
determining the adopted sales and production costs. With a majority of our sales expected to be
subject to the MWRAM and per-unit variations in production costs being covered by the ICBA,
fluctuations in financial results are expected to be moderated by the application of the MWRAM and
ICBA mechanisms. However, cash flows from operations and short-term borrowings on our credit
facilities can be significantly impacted by seasonal fluctuations including recovery of the MWRAM
and ICBA.

Our water business is seasonal in nature. Weather conditions can have a material effect on
customer usage. Customer demand for water generally is lower during the cooler and rainy
winter months. Demand increases in the spring when warmer weather returns and the rains end, and
customers use more water for outdoor purposes such as landscape irrigation. Warm temperatures
during the generally dry summer months result in increased demand. Water usage declines during
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the late fall as temperatures decrease and the rainy season begins. During years in which precipitation
is especially heavy or extends beyond the spring into the early summer, customer demand can
decrease from historic normal levels, generally due to reduced outdoor water usage. Likewise, an
early start to the rainy season during the fall can cause a decline in customer usage. As a result,
seasonality of water usage has a significant impact on our cash flows from operations and borrowing
on our short-term facilities.

Utility Plant Construction

We have continually extended, enlarged, and replaced our facilities as required to meet
increasing demands and to maintain our water systems. We obtain construction financing using
funds from operations, long-term financing, advances for construction and contributions in aid of
construction that are funded by developers. Advances for construction are cash deposits from
developers for construction of water facilities or water facilities deeded from developers. These
advances are generally refundable without interest over a period of 40 years in equal annual payment
amounts and developer-installed facilities are exempt from corporate income taxes. Contributions in
aid of construction consist of nonrefundable cash deposits or facilities transferred from developers,
primarily for fire protection and relocation projects. We cannot control the amounts received from
developers. This amount fluctuates from year-to-year as the level of construction activity carried on
by developers varies. This activity is impacted by the demand for housing, commercial development,
and general business conditions, including interest rates.

See Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Liquidity and Capital Resources” for additional information.

Energy Reliability

We continue to seek to use power efficiently to minimize the power expenses passed on to our
customers, and maintain backup power systems to continue water service to our customers if the
power companies’ supplies are interrupted. If future legislation limits emissions from the power
generation process, our cost of power may increase. Any increase in the per-unit cost of power would
be expected to be passed along to our California customers through the ICBA or included in our cost
of service paid by our customers as requested in our GRC filings. Many of our well sites are equipped
with emergency electric generators designed to produce electricity to keep the wells operating during
power outages. Storage tanks also provide customers with water during interruptions in electrical
service.

During 2024, 2023, and 2022 we leased additional emergency generators to respond to potential
PSPSs, an electric utility operating paradigm approved by the CPUC.

Security at Company Facilities

Due to terrorism and other risks, we have heightened security at our facilities and have taken
added precautions to protect our employees and the water delivered to customers. In 2002, federal
legislation was enacted that resulted in new regulations concerning security of water facilities,
including submitting vulnerability assessment studies to the federal government. We have complied
with regulations issued by the EPA pursuant to federal legislation concerning vulnerability
assessments and have made filings to the EPA as required. In addition, communication plans have
been developed as a component of our procedures.

In accordance with the 2018 America’s Water Infrastructure Act, we are required to conduct
additional risk and resilience assessments (RRAs) and develop emergency response plans (ERPs) for
each of our water systems. These RRAs and ERPs include natural hazards as well as malevolent acts.
The first such assessments were completed in