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Research Update:

Two Brazilian State-Owned Utilities Downgraded
To 'BB-' From 'BB' After Similar Rating Action On
The State Of Sao Paulo

Overview

e On Jan. 11, 2018, we lowered our foreign and | ocal currency ratings on
Brazil to 'BB-' from'BB and affirmed the 'brAA-' Brazil national scale
rating. We revised the outlook on both ratings to stable from negative.

e On Jan. 12, 2018, we also lowered the foreign and | ocal currency ratings
on the state of Sao Paulo to 'BB-' from'BB and affirned the 'brAA-'
Brazil national scale rating. W also revised the outl ook on both ratings
to stable from negative

e« As aresult, we are taking the sane rating actions on CESP and Sabesp
utility conpanies that the state of Sao Paul o controls.

Rating Action

On Jan. 12, 2018, S&P d obal Ratings |owered the gl obal scale foreign and

| ocal currency ratings on CESP-Conpanhi a Energetica de Sao Paul o (CESP) and
Conpanhi a de Saneanento Basico do Estado de Sao Paul o (Sabesp) to 'BB-' from
"BB' and affirmed the 'brAA-' Brazil national scale ratings on both conpanies.
W al so | owered Sabesp's senior unsecured issue-level ratings to 'BB-' from
"BB' and affirnmed the 'brAA-' ratings on its domestic issuances. These actions
followed the sane rating action on the state of Sado Paul o. W revised the

outl ook of these entities to stable from negati ve.

Rationale

The ratings on the Brazilian states usually limt the ratings of the entities
they control. W believe that the states might intervene in conpanies they
control by redirecting resources to the governnent and therefore weakening the
entities' credit quality, particularly am d challenging fiscal conditions.
Therefore, we took the same rating actions on CESP and Sabesp as we did on the
state. The outlooks on these two utilities are now stable, mirroring the one
on the state

Related Criteria

e Criteria - Corporates - General: Reflecting Subordination Risk In
Corporate |Issue Ratings, Sept. 21, 2017
e CGeneral Criteria: S&P d obal Ratings' National And Regional Scal e Mapping
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Tabl es, Aug. 14, 2017

e CGeneral Criteria: Rating Government-Related Entities: Methodol ogy And
Assunptions, March 25, 2015

e Criteria - Corporates - Ceneral: Methodol ogy And Assunptions: Liquidity
Descriptors For d obal Corporate |Issuers, Dec. 16, 2014

e CGeneral Criteria: National And Regional Scale Credit Ratings, Sept. 22,
2014

e General Criteria: Group Rating Methodol ogy, Nov. 19, 2013

e CGeneral Criteria: Country Ri sk Assessment Met hodol ogy And Assunpti ons,
Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy: Ratios And
Adj ustments, Nov. 19, 2013

e Criteria - Corporates - Ceneral: Corporate Mthodol ogy, Nov. 19, 2013

* CGeneral Criteria: Methodol ogy: Industry Risk, Nov. 19, 2013

* Ceneral Criteria: Ratings Above The Sovereign--Corporate And Gover nnent
Rati ngs: Met hodol ogy And Assunptions, Nov. 19, 2013

e Ceneral Criteria: Methodol ogy: Managenent And Governance Credit Factors
For Corporate Entities And Insurers, Nov. 13, 2012

e CGeneral Criteria: Use OF CreditWatch And Qutl ooks, Sept. 14, 2009

Related Research

 Brazil Long-Term Ratings Lowered To 'BB-' On Less Tinely And Effective
Pol i cymaki ng; Qutlook |Is Stable, Jan. 11, 2018

 Three Brazilian Local And Regi onal Governments Downgraded Fol |l owi ng A
Simlar Action On The Sovereign, Jan. 12, 2018

Ratings List

Downgr aded; CreditWatch/ Qutl ook Action
To From
CESP#Conpanhi a Energetica de Sao Paul o
| ssuer Credit Rating
A obal Scal e BB-/ St abl e/ - - BB/ Negati ve/ - -
Brazilian National Scale br AA-/ St abl e/ -- br AA-/ Negat i ve/ - -

Conpanhi a de Saneanmento Basi co do Estado de Sao Paul o
| ssuer Credit Rating
A obal Scal e BB-/ St abl e/ - - BB/ Negati ve/ - -
Brazilian National Scale br AA-/ St abl e/ -- br AA-/ Negat i ve/ - -

Seni or Unsecur ed
d obal Scal e BB- BB
Brazilian National Scal e br AA- br AA-

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific neani ngs ascribed
to themin our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at ww. st andardandpoors.com for further
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i nfornati on. Conplete ratings information is available to subscribers of

Rati ngsDirect at www. capitalig.com Al ratings affected by this rating action
can be found on the S& G obal Ratings' public website at

www. st andar dandpoors. com Use the Ratings search box |ocated in the |eft

col umm.
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