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EMPLOYEES 14,449
RANKING LARGEST SANITATION COMPANY IN THE AMERICAS AND FOURTH IN THE WORLD IN SERVED POPULATION
CUSTOMERS 28.1 MILLION
ATUACAO 369 \vunicipaimies

ECONOMIES CONNECTED
COVERAGE INDEXES water: 100%, sewnce coLLecTion83%. 10 sewace Trearvent: 70%

MARKET VALUE R$21.5 BILLION
ADJUSTED EBITDA R$6.5 BILLION
ADJUSTED EBITDA MARGIN 40.7%
INVESTMENT IN THE YEAR R$4.2 BILLION
PROFIT FOR THE YEAR R$2.8 BILLION
DIVIDEND PER SHARE R$1.1590

SHARES CODE B3 - SBSP3; NYSE - (LEVEL Ill ADR) SBS







SABESP SERVED MUNICIPALITIES

RB Adamantina

[ Adolfo

[R6l Aguas da Prata

RAl Aguas de Santa Barbara
@ Aguas de Sao Pedro
X Agudos

RA Alambari

RB Alfredo Marcondes
[R6 Altair

10 [ Alto Alegre

11 [ Aluminio

12 [RB| Alvares Machado
13 [RB| Alvaro de Carvalho
14 RA Alvinlandia

15 RA Angatuba

16 [ Anhembi

17 RB Anhumas

18 [ Aparecida d'Oeste
19 RR Apiai

20 [ Aracariguama

21 RA Arandu

22 RVl Arapef

23 RB Arco-iris

24 [T Arealva

25 [T Areidpolis

26 ML Arujd

27 [ Aspéasia

28 RB Assis

29 [ Auriflama

30 [ Avai

31 RA Avaré

32 [ Balbinos

33 [R¥ Bananal

34 RA Barao de Antonina
35 RR Barra do Chapéu
36 RR Barra do Turvo

37 (A Barueri

38 RB Bastos

39 Bl Bento de Abreu

40 RA Bernardino de Campos
41 [ Bertioga

42 ML Biritiba-Mirim

43 [ Bocaina

44 [T Bofete

45 [T Boituva

46 RA Bom Sucesso de ltararé
47 RB Bora

48 [T Boracéia

49 [ Botucatu

50 MN Braganca Paulista
51 [ Brejo Alegre

52 RA Buri

53 [R6| Buritizal

54 [ Cabredva

55 B Cachoeira Paulista
56 R¥ Cacapava

57 RB Caiabu

58 MN Caieiras

59 MN Cajamar

60 RR Cajati

61 [R8| Cajuru

62 RA Campina do Monte Alegre
63 B Campo Limpo Paulista
64 RV Campos do Jordao
65 RR Cananéia

66 RV Canas

67 Bl Candido Rodrigues
68 RA Capao Bonito

69 [T Capela do Alto

70 RN Caraguatatuba

71 BB Carapicuiba

72 [ Cardoso

73 [R6| Cissia dos Coqueiros
74 [ Catigud

75 [ Cesério Lange

76 [ Charqueada

77 R6l Colombia

78 [ Conchas

79 B Coroados

80 RA Coronel Macedo
81 [ Cotia

82 RB Cruzalia

83 [3 Cubatio

84 ['d Diadema

85 [ Dirce Reis

86 [R6 Divinolandia

87 [ Dolcindpolis

88 [T Dourado

89 RA Duartina

90 RB Echapora

91 RR Eldorado

92 [M Elias Fausto

* Partial and wholesale water supply

NVONOCINWN=

93 Ms| Embu das Artes
94 M8 Embu-Guacu

95 RB Emilianopolis
96 R6 Lspirito Santo do Pinhal
97 RA Espirito Santo do Turvo
98 Estrela d'Oeste
99 RB Estrela do Norte
100 RB Euclides da Cunha Paulista
101 RA Fartura

102 Fernando Prestes
103 [l Fernandépolis
104 RA Fernao

105 ML Ferraz de Vasconcelos
106 RB [lora Rica

107 [l Floreal

108 RB [lorida Paulista
109 RB Florinea

110 [R8| Franca

111 MN Francisco Morato
112 MN Franco da Rocha
113 RB Gabriel Monteiro
114 RA Galia

115 [l Gastio Vidigal
116 General Salgado
117 Glicério

118 RA Guapiara

19 Guarani d'Oeste
120 R¥ Guararema

121 RA Guarei

122 [R6l Guariba

123 [H Guaruja

124 Guzolandia

125 Hortolandia

126 RB |acri

127 RA |aras

128 [ Ibira

129 [X Ibiina

130 RR6l [cém

131 [R8| Igarapava

132 R¥ [garata

133 RR [guape

134 RR [lha Comprida
135 RN |lhabela

136 Indiapora

137 RB [nubia Paulista
138 RR [poranga

139 Irapua

140 RA [taberd

141 RA |[tai

142 [3 Itanhaém

143 RR [taoca

144 M8 |tapecerica da Serra
Itapetininga
Itapeva

147 [ Itapevi

148 RR |[tapirapua Paulista
149 RA [taporanga

150 ML [taquaquecetuba
151 RA |[tararé

152 RR |[tariri

153 Itatiba

154 [T Itatinga

155 [R6 [tirapua

156 [R6l |tobi

157 [ Itupeva

158 [R6| Jzborandi

159 RR Jacupiranga
160 Jales

161 R¥ Jambeiro

162 [ Jandira

163 [ Jarinu

164 R6 Jeriquara

165 MN Joanopolis

166 RR Juquiad

167 RR Juquitiba

168 [R¥ Lagoinha

169 [ Laranjal Paulista
170 ¥ Lavrinhas

17 Lins

172 [®¥ Lorena

173 [™ Lourdes

174 RB | ucélia

175 RA [uciandpolis
176 RB |uiziania

177 RA [upércio

178 RB [ utécia

179 Macedonia

180 Magda

181 MN Mairipora

182 RB Maraba Paulista
183 RB Maracal

184 RB Mariapolis

185 Marinépolis

RA
RA

186 Meridiano

187 B Mesopolis

188 [R8| Migueldpolis

189 Mira Estrela

190 RR Miracatu

191 RBl Mirante do Paranapanema
192 [R8| Mococa

193 ML Mogi das Cruzes*
194 [X Mombuca

195 [l Moncoes

196 B8 Mongagué

197 Monte Alto

198 Monte Aprazivel
199 [ Monte Mor

200 [R¥ Monteiro Lobato
201 ¥ Morungaba

202 RB Narandiba

203 MN Nazare Paulista
204 Nhandeara

205 [ Nipoa

206 RA Nova Campina
207 Nova Canaa Paulista
208 Nova Granada

209 RB Nova Guataporanga
210 Nova Luzitania
211 Novo Horizonte
212 Ra Oleo

213 Onda Verde

214 RB Oriente

215 Orindidva

216 [0 Osasco

217 RB Oscar Bressane
218 RB Osvaldo Cruz

219 Ouroeste

220 Palmares Paulista
221 Palmeira d'Oeste
222 RB Paraguacu Paulista
223 RA Paranapanema
224 Paranapua

225 RB Parapua

226 [ Pardinho

227 RR Pariquera-Acu
228 [ Paulinia

229 RA Paulistania

230 Paulo de Faria

231 [ Pederneiras

232 MN Pedra Bela

233 Pedranépolis

234 [R6 Pedregulho

235 RB Pedrinhas Paulista
236 RR Pedro de Toledo
237 [ Pereiras

238 [[ Peruibe

239 RB Piacatu

240 [T Piedade

241 RA Pilar do Sul

242 [R¥ Pindamonhangaba
243 MN Pinhalzinho

244 RB Piquerobi

245 MN Piracaia

246 RA Piraju

247 [ Pirapora do Bom Jesus
248 RB Pirapozinho

249 [ Piratininga

250 Planalto

251 RB Platina

252 ML Po3

253 Poloni

254 [™ Pongai

255 Pontalinda

256 Pontes Gestal

257 Populina

258 [T Porangaba

259 RB Pracinha

260 [3 Praia Grande

261 [T Pratania

262 Presidente Alves
263 RB Presidente Bernardes
264 RB Presidente Epitacio
265 RB Presidente Prudente
266 [T Quadra

267 RB Quata

268 RB (ueiroz

269 RV Queluz

270 RB Quintana

271 [R¥ Redencao da Serra
272 RB Regente Feijo

273 RR Registro

274 [R6 Restinga

275 RR Ribeira

276 RA Ribeirao Branco
277 [R6| Ribeirao Corrente

** Although the Guarulhos and Aguai contracts were signed in 2018, operations in these municipalities began in 2019.

DEC/31/2018 POSITION**

VIS0 0000000000040 0000 0000000007/

278 RA Ribeirao do Sul

279 RRB| Ribeirao dos Indios
280 RA Ribeirao Grande

281 M8 Ribeirao Pires

282 [R6| Rifaina

283 Msl Rio Grande da Serra
284 Riolandia

285 RA Riversul

286 RB Rosana

287 RV Roseira

288 Rubiacea

289 Rubinéia

290 RB Sagres

291 ML Salesopolis

292 RB Salmourao

293 7] Saltinho

294 [T Salto de Pirapora

295 RB Sandovalina

296 [M Santa Albertina

297 R Santa Branca

298 Santa Clara d'Oeste
299 [R6| Santa Cruz da Esperanca
300 RA Santa Cruz do Rio Pardo
301 Santa Ernestina

302 [RV| Santa Isabel

303 [ Santa Maria da Serra
304 RB Santa Mercedes

305 [R6l Santa Rosa de Viterbo
306 [ Santa Salete

307 [l Santana da Ponte Pensa
308 [M Santana de Parnaiba
309 RB Santo Anastacio

310 [R6| Santo Antdnio do Jardim
311 [@ Santo Antdnio do Pinhal
312 RB Santo Expedito

313 RB Santopolis do Aguapel
314 [ Santos

315 [R¥ Szo Bento do Sapucafl
316 M8 Sio Bernardo do Campo
317 Sao Francisco

318 [R6| S50 Jodo da Boa Vista
319 Bl Sio Jodo das Duas Pontes
320 [R¥ Szo José dos Campos
321 RR S&o Lourenco da Serra
322 [R¥ Sio Luiz do Paraitinga
323 [T Sao Manuel

324 RA S3o Miguel Arcanjo
325 Mc S&o Paulo

326 [T Sao Roque

327 RN Sio Sebastido

328 [ Sao Vicente

329 RA Sarapui

330 RA Sarutaia

331 [l Sebastiandpolis do Sul
332 [R6l Serra Azul

333 [R6 Serra Negra

334 RR Sete Barras

335 RV Silveiras

336 MN Socorro

337 Sud Mennucci

338 ML Suzano

339 [H Taboao da Serra

340 RB Taciba

341 RA Tagual

342 RR Tapiral

343 RA Taquarituba

344 RA Taquarival

345 RB Tarabai

346 RB Taruma

347 [ Tatuf

348 RW Taubaté

349 RB Teodoro Sampaio

350 RR6| Terra Roxa

351 RA Timburi

352 [ Torre de Pedra

353 [ Torrinha

354 RV Tremembé

355 B Trés Fronteiras

356 RB Tupa

357 Turitba

358 [ Turmalina

359 RN Ubatuba

360 RA Ubirajara

361 Unido Paulista

362 [ Urania

363 [™ Uru

364 Valentim Gentil

365 MN Vargem

366 [M Vargem Grande Paulista
367 [ Varzea Paulista

368 Vitdria Brasil

369 Zacarias



E SUSTAINABILITY
REPORT

sabesp

COMPANHIA DE
SANEAMENTO @
BASICO

DO ESTADO
DE SAO PAULO

.
S



BOARD OF
DIRECTORS

EXECUTIVE
BOARD

SUSTAINABILITY
REPORT 2018

Mario Engler Pinto Junior = Chairman
Benedito Braga

Ernesto Rubens Gelbcke

Francisco Luiz Sibut Gomide
Francisco Vidal Luna

Lucas Navarro Prado

Luis Eduardo Assis

Monica Ferreira do Amaral Porto
Reinaldo Guerreiro

Benedito Braga Chief Executive Officer

Edison Airoldi Technology, Project and Environment Officer

Ricardo Daruiz Borsari Regional Systems Officer

Adriano Candido Stringhini Corporate Management Officer

Paulo Massato Yoshimoto Metropolitan Officer

Rui de Britto Alvares Affonso Chief Financial Officer and
Investor Relations Officer

Coordination Aloisio Hildebrand, Jodao Paulo Nocetti Tonello
and Priscila Costa da Silva

Writing / Editing Aloisio Hildebrand and Priscila Costa da Silva

Rapporteurs Ana Lucia Fonseca Rodrigues Szabjubok, André Carillo,
Jodo Paulo Nocetti Tonello, Paula Marcia Sapia Furukawa, Paulo Barreto,
Priscila Costa da Silva, Rosana Dias, Roseli Chistoni and

Wady Roberto Bon

Work group

Alex Orellana, Aloisio Hildebrand, Ana Lucia Fonseca Rodrigues Szabjubok,
André Carillo, André Luis Gois Rodrigues, Angela Beatriz Airoldi,

Angela Biancolin, Carlos Eduardo Rodrigues, Carlos Eduardo Hashish,
Cristina Goncalves Tabosa Alves, Fabiana Rorato Prado, Francisco J.
Cavalcante Jr, Gisele Nunes Cunha Abreu, Hélio Rubens G. Figueiredo,
Henrique de Brito, Joao Paulo Nocetti Tonello, Marcelo Miyagui, Marcello X.
Veiga, Maria da Conceicao Gouveia, Maria Regina F. Campos, Mario de Arruda
Sampaio, Maycon Rogerio Abreu, Murilo Cesar Simao, Nilton Joao dos Santos,
Paula Marcia Sapia Furukawa, Priscila Costa da Silva, Rodolfo Lopes Protti,
Rosana Dias, Roseli Chistoni, Silvio Guilherme Hilario dos Santos, Valéria
Monte Alegre Angeli, Wanderley da Silva Paganini, Wady Roberto Bon

Financial Statement Audit KPMG Auditores Independentes
Photos Equipe Sabesp
Graphic Project and Art Direction Eduardo P. D. Almeida,

Estevao F. Macedo, Henrique de Brito, Marcus Romanelli (coordination),
Marcello Mussa and Sabrina R. Pessoa

MESSAGE FROM THE CHAIRMAN OF THE BOARD OF DIRECTORS
Mario Engler

MESSAGE FROM THE CEO
Benedito Braga

WORLD’s FOURTH LARGEST IN POPULATION SERVED
Profile

PANEL OF INDICATORS

INNOVATIVE MANAGEMENT AND AWARE OF THE SECTOR’s REQUIREMENTS
Corporate Governance

STRATEGY AND VISION OF THE FUTURE
Achievements and Targets

WATER INFRASTRUCTURE PREPARED FOR CURRENT AND FUTURE DEMANDS
Water Supply

HEALTH, DEVELOPMENT AND THE SUSTAINABLE MANAGEMENT OF WATER RESOURCES .........cccecuuneem
Sanitary Sewage

RESULTS CONVERTED INTO GREATER ACCESS AND QUALITY OF SERVICES
Economic and Financial Management

INNOVATION AND TECHNOLOGY FOR THE BENEFIT OF SUSTAINABILITY
Environment

CREATING VALUE FOR CUSTOMERS AND PROMOTING CITIZENSHIP
Social Responsibility

DETAILED QUANTITATIVE INFORMATION

2018 AWARDS AND RECOGNITIONS

ABOUT THE REPORT

SOCIAL BALANCE SHEET

SUMMARY OF GRI INDICATORS
Global Reporting Initiative

CORPORATE INFORMATION / CHANNELS

06

10

12

16

22

24

38

48

66

84

89

90

92

96




MESSAGE FROM THE CHAIRMAN OF THE BOARD OF DIRECTORS

WORKING TO BENEFIT

PEOPLE AND THE

ENVIRONMENT

102-14102-15 The investment of R$4.2 billion
carried out in 2018 reaffirms Sabesp’s position
as leader among the companies that invest
most in basic sanitation in the country. The av-
erage contributions of the last years represent
over 30%’ of all destined to expand Brazil's in-
frastructure of water supply, sewage collection
and treatment. The efficiency in managing these
investments coupled with the commitment to
innovation and quality in customer service re-
inforce the highlight given to the subject in the
agenda of priorities of the government of the
State of Sao Paulo.

Of the total invested in 2018, R$2.3 billion
was allocated to expand the supply infrastruc-
ture, in addition to the structural strengthening
driven by the most severe water crisis in the
Sao Paulo Metropolitan Region (SPMR) in the
2014-2015 biennium. 199 thousand new water
connections were installed, surpassing the tar-
get set by 18.5%. R$1.9 billion was allocated to
expand the structure of sewage collection and
treatment in the operating area. As a result,
215 thousand new sewage connections were
installed throughout the State of Sao Paulo,
surpassing the target for the period by 7.6%.

Within the municipalities where Sabesp op-
erates (57% of the cities of S&o Paulo) we have
a universal supply and, at the end of 2018, we
registered 83% of the clients served with the
collection and treatment structure of 76% of
the sewage collected. These indexes put Sao
Pauloin a prominent position with the best ser-
vice indexes in Brazil. With this performance,

Sabesp shows that the Company is in line with
the demands of society for more access, more
quality and more efficiency in public services.

However, we know that we need to advance
further, especially in the Greater Sao Paulo and
the coast regions, where the sewage services
are not yet universal. To address this situation,
the Company has structured programs and set
targets, such as the Tieté Project, contributing
with US$2.9 billion in 26 years to expand the
sewage collection and treatment capacity in
the metropolis.

Through the Onda Limpa (Clean Wave) Pro-
gram, in 2019 we will speed up the expansion
of the sanitation supply on the coast of Sao
Paulo. This will be done by contracting con-
struction works in bidding procedures and by
beginning other actions, starting with the im-
plementation, in the first quarter, of submarine
emissaries of Praia Grande, an investment of
over R$400 million.

Intheinland, we are very close to universal-
ization. In 2018, we delivered five plants and
advanced the construction of another 15 treat-
ment plants with inauguration scheduled for
2021. The results are notable, above all, in the
improvement of the water health and quality
indexes of important Sao Paulo rivers.

However, all this work has no practical effect
if there is no joint work between society and
municipalities. One example is the consumer’s
resistance in installing the sewage connection
athis/her residence. We experience this situa-
tion with around 7% of our customers who have

1 - Consolidated data based on the last seven editions (2011 - 2017) of the National System of Sanitation Information

[SNIS - Sistema Nacional de Informacées sobre Saneamento).

the collection structure available but insist on
not connecting their residences, pouring sew-
age into rainwater galleries.

The diffuse pollution of cities, also resulting
from irregular disposal of garbage, is another
behavior that must be inhibited. Individualistic
and unconscious behaviors such as these go
against the principles of civilizational advances
and delay the environmental gain brought by
sanitation to the whole community, also de-
laying the recovery of the conditions of urban
water bodies.

Celebrating its forty-fifth anniversary,
Sabesp is paying more and more attention to
actions focused on advancing the sustain-
able management of water resources. In this
sense, we highlight the technological initia-
tives to produce reuse water, reduce waste in
public buildings and fight against water losses
in the supply system. Pilot projects such as
generating biomethane fuel in the sewage
treatment and turning sludge into electrici-
ty and other marketable products reaffirm a
DNA focused on innovation and permanent
technological improvement.

Internally, in 2018, we have added over one
thousand employees, approved in a public admis-
sion exam; we also remained committed to the
adjustments and improvement to the processes

of compliance and risk management. At the same
time, we have concluded the adjustments to the
State Law and have made the necessary adjust-
ments to adapt Sabesp’s governance model to
the new Listing Rules of Novo Mercado and of the
Brazilian Corporate Governance Code.

On this matter, according to a survey by B3,
it should be noted that Sabesp has a place in
the restrict list of 6% of the listed companies
that have an internal audit area, responsible for
evaluating the effectiveness of the governance
rules, fully complying with the requirements of
the new rules.

At Sabesp, large numbers mean lives trans-
formed by delivering quality water to faucets
and a healthier environment due to the sewage
collection and treatment. Such factors are key
for people to have more health, better school
performance, more comfort and opportunities
arising from the tourism and real estate valua-
tion of the operating areas. There is no stronger
motivation to continue with the expansion of
the offer and the improvement of the quality
of services, always guided by innovation, cus-
tomer satisfaction and, consequently, creating
value to our shareholders

MARIO ENGLER
Chairman of the Board of Directors

“SABESP 1S
IN LINE WITH
THE DEMANDS
OF SOCIETY.”

MARIO ENGLER

Sao Lourenco Production
System catchment
structure: plant started its
operation April 2018.




MESSAGE FROM THE CEO

MAKING

PROGRESS IN IMPROVING
THE QUALITY OF OUR WATER

The coming into operation in 2018 of the Sao
Lourenco Production System and the intercon-
nection between the Paraiba do Sul Basin and
the Cantareira System marked the conclusion
of an important chapter among the measures
employed to increase water security in the Sao
Paulo Metropolitan Region (SPMR).

However, the low rainfall registered in the
SPMRin 2018, particularly between the months
of April and August, when the level of rainfall
was below the historical average, reminded us
of the climate threat that we are subject to.
Luckily, we got through this period without any
problems as a result of the legacy left over from
the 2014-2015 crisis: the more robust infra-
structure, the fact that our professionals are
more experienced and better prepared to cope
with adversities, and because the population is
more aware of the need to save water.

However, these conditions do not mean that
we can rest on our laurels. The work continues
in 2019 with the aim of obtaining licenses to start
construction work for collecting the water of the
Itapanhat River Basin, which is a key structure
for coping with future droughts in the SPMR,
an area which, of course, has an extremely low
water availability. An equally important task, the
fighting against water losses, which has been
carried out systematically for more than 10 years
now, is anotherinitiative to be forcefully pursued
based on advanced technology and partnerships,
for instance the one already in place with JICA
(Japan International Cooperation Agency), a
Japanese government development agency.

The actions related to supply security are only
one part of an effort that must provide for the sys-
temic and sustainable management of water re-
sources. Given this concern, we cannot lose sight

of the urgent and crucial goal of universalizing
access to sanitation throughout the entire area in
which the Company operates. With the situation
having almost been resolved in the interior of the
state, where the majority of the municipalities
enjoy conditions on a par with the first-world and
key rivers have returned to life, efforts should
continue in the other regions served.

In the State of Sao Paulo’s coastal region, we
will continue to expand the sanitary structure by
means of the Onda Limpa (Clean Wave) Program,
the largest sanitation project on the Brazilian
coast, which has already required more than R$1.9
billion in investments over the 11 years since it
first came into existence. In the Greater Sao Paulo
area, with the Tieté Project, which was initiated
in 1992, at the end of 2018 we achieved the mark
of 4.4 thousand kilometers of pipelines installed.

We will continue with the implementation of
networks in the furthest outlying regions and
the installation of mega-structures, such as
the ITi7, an interceptor located in the Marginal
Tieté, at a depth of 18 meters, 7.5 km long and
2.6 meters high. From 2020 onwards, this super
tunnel will transport more than two million peo-
ple’s sewage to the Barueri Sewage Treatment
Plant, which in 2018 saw its treatment capacity
increased to 16 thousand liters a second.

The considerable investments in the metropo-
lis also have a direct effect on the improvement of
the water quality of streams and of the Tieté and
Pinheiros rivers. However, it is essential to note
that the complete decontamination and the bring-
ing back to life of these water courses depends on
the awareness and commitment of everyone. In
particular it depends on the municipalities getting
involved in the cleaning of towns and inspection
of irregular disposal of solid waste and sewage.

And the citizens, in turn, must ensure the correct
disposal of urban waste and arrange for domestic
sewage connections.

Inthis context, the Se LiganaRede (Connectto
The Network) Program should pick up speed. Or-
ganized in partnership with the State Government,
it involves the expansion of sewage collection in
those areas of greatest social vulnerability by
means of the offer of free residential connections.
The Agua Legal (Legal Water) Program is an-
other of the key actions aimed at those who most
need it. As a result of this, we are bringing quality
water to so-called “informal cities”, settlements
that are here to stay, but which are completely
neglected by the public authorities.

In2018, 25thousand families had theirhomes
connected to the supply network, bringing the
total number connected since the program
was firstimplemented in 2017, to more than 95
thousand families served. In these cases, since
Sabesp is not legally permitted to operate in
these regions, the work depends on the vital part-
nership with the executive and legal branches.

2018 also saw significant results obtained in
relation to the contract renewal process with a
number of municipalities, increasing regulatory
compliance and legal certainty with the granting
authority. We also signed up three other cities
to be part of the operated base, with the main
highlight being the city Guarulhos which with a
population of 1.3 million people is the second
largest city in the State of Sao Paulo.

By adopting an immediate stance in relation
to tackling a problem that has afflicted Guarul-
hos’' residents for decades, we managed, in early
2019, to reduce the number of people affected
by weekly water rationing by 700 thousand. By
the end of this year, the situation will have been
resolved throughout the entire municipality.

On the internal front, we completed the adjust-
ments to ensure that we meet the requirements
of the State-owned Company Law (13,303/16),
made progress on compliance and risk manage-
ment measures, and concluded the diagnosis of
best practices and processes within the Man-
agement Excellence Model. We are now taking
steps to implement the opportunities identified.

Sabesp’s acknowledged quest for excellence
earned the Company in 2018, three of the 11
trophies in the Best Management Awards pro-
moted by the National Quality Foundation. We
were among the finalists in the Global Water
Awards which are held in Paris and which rec-
ognize companies that make a significant con-
tribution to the international development of the
water sector. We were ranked second among
the most reliable institutions in the city of Sao
Paulo, according to the “Quality of Life” survey
produced by Rede Nossa S3o Paulo/Ibope, and
once again won the Anefac Transparency award
for the clarity and reliability of the figures re-
ported in our financial statements.

These are achievements that reaffirm a corpo-
rate governance thatis committed to results. But
we still have a long way to go. Without losing sight
of the adaptations that are required in relation to
the regulatory environment, our focus remains
on upgrading our meritocracy and on improving
our processes, products and services, based on
increased innovation and technology. These ef-
forts reflect the ongoing quest for efficiency in
terms of customer service and universal access
to drinking water and sanitation, to achieve sus-
tainability of water throughout its entire cycle

BENEDITO BRAGA
CHIEF EXECUTIVE OFFICER

“ADVANCES MADE

IN 2018 REFLECT

AN EFFECTIVE
MANAGEMENT FOCUSED
ON SOCIAL AND
FINANCIAL RESULTS.”

BENEDITO BRAGA
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THE COMPANHIA de Saneamento

Basico do Estado de Sao Paulo - Sabesp
provides water supply, sewage collection
and treatment services

for residential, commercial, public

sector and industrial consumers.

As at December 31, 2018, it was responsible
for water supply, sewage collection and treat-
ment services in 369 municipalities in the State
of Sao Paulo, in addition to supplying wateron a
wholesale basis along with sewage services to
five municipalities in the Sao Paulo Metropoli-
tan Region (SPMR], including Guarulhos, which
transferred responsibility for the operation of
its water distribution and sewage collection
network to the Company in January 2019.

It is regarded as the world’s fourth largest
sanitation company in terms of the population
served, according to the Arup in Depth Water
Yearbook? 2014-2015, with 28.1 million people
being supplied with water (25.1 million directly
plus around 3 million residents in the munic-
ipalities served on the wholesale market) and

21.7 million people being served with sewage
collection services.

In a further four municipalities in the state,
Sabesp is involved in providing sanitation ser-
vices as a minority shareholder in the compa-
nies Aguas de Castilho S.A., Aguas de Andradina
S.A., Saneaqua Mairinque S.A. and SESAMM
- Servicos de Saneamento de Mogi Mirim S.A.

In addition, the Company has equity interests
inthe companies Aquapolo Ambiental, the larg-
est enterprise for the production of industrial
reuse water in South America (the fifth largest
in the world), Attend Ambiental, which operates
in the non-domestic sewage segment, and in
Paulista Geradora de Energia S.A. (which is in
the preoperational phase), in the electricity seg-
ment®. Sabesp also provides consulting services
on rational water use, planning and commer-
cial, financial and operational management, for
example in Panama.

The Company ended 2018 with a headcount
of 14,449 employees, split between its head of-
fice, administrative units and 17 business units,
which operate 75.5 thousand km of water dis-
tribution networks and 51.8 thousand km of
sewage collection networks, outfalls and inter-
ceptors; 247 water treatment plants (WTPs) and
565 sewage treatment plants (STPs).

In 2018, it invested R$4.2 billion to boost its
actions designed to help it achieve its future vi-
sion of being a worldwide benchmark in terms
of providing sanitation services, in a sustain-
able, competitive and innovative way, with a
focus on the customer. Net revenue generated
in 2018 was R$16.1 billion with a profit of R$2.8
billion. Assets came to a total of R$43.6 billion
and the company’s market value was R$21.5
billion as at December 31.

Sabesp has been a signatory to the United
Nations Global Compact since 2007, reaffirming
its mission to “provide sanitation services and
contribute to improving the quality of life and of
the environment”, and its operations are aligned
with the Sustainable Development Goals.

2 - Arup in Depth Water Yearbook 2014-2015. Available at https://bit.ly/2GisVMV
3 - For further information on Sabesp’s participation in these companies see Note 12 on the 2018

Financial Statements. Available at https://bit.ly/2urUz2z

MISSION VISION

To provide water and
sanitation services,
contributing to improving
the quality of life and the
environment.

To be a global benchmark in the
provision of water and sanitation
services in a sustainable,
competitive and innovative
manner, focused on customers.

sabesp

ETHICAL VALUES
Respect for society and clients
Respect for the environment
Respect for people
Integrity
Competence

Citizenship

STRATEGIC GUIDELINES
Water security
Service excellence
Sustainability
Stakeholder engagement
Employee value proposition
Innovation and technology

Expansion of
wastewater treatment
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FINANCIAL......

Unit 2018 2017 2016 2015 2014
GROSS REVENUES R$ million 170563 153746 148551 122835 11,8234
NET REVENUE R$ million 16,0851 146082 140982 117116 11,2132
ADJUSTED EBITDA"? R$ million 65606 52693 45715 39743 29187
ADJUSTED EBITDAMARGIN ~ % of net revenue 407 36.1 324 339 26.0
ADJUSTED EBITDA MARGIN ExcwnmscUNSTRUCTmNARNE[YErégE % of net revenue 10 454 a3 " %4
OPERATING INCOME™ R$ million 51767 39617 34296 3040 19107
OPERATING MARGIN™ % of net revenue 321 27.1 2.3 260 17.0
INCOME (NET PROFIT/LOSS) R$ million 28351 25193 29471 533 903.0
NETMARGIN % of net revenue 17.6 17.2 20.9 Lb 8.1
NET DEBT OVER ADJUSTED EBITDA" Multiple 16 19 22 29 31
NET DEBT OVER SHAREHOLDERS® EQUITY"™ % 51.8 56.1 65.4 83.7 68.1
INVESTMENT™® R$ million L1774 33879 38777 34818 32106
ENVIRUNMENTAL 4
Unit 2018 2017 2016 2015 2014
301-1 CHEMICALS USED IN THE TREATMENT OF WATER AND SEWAGE t U5197 2396 261326 279200 273418
301-2 PERCENTAGE OF CHEMICALS USED IN THE TREATMENT OF WATER AND SEWAGE
FROM RECYCLING™ % 3.78 349 345 3.0 356
302-1 TOTAL CONSUMPTION OF ELECTRICITY  Terajoules 8,940 8,341 7,895 772 8,613
302-3 CONSUMPTION OF ELECTRICITY/m? OF WATER PRODUCED  kWh/m?® 0.73 068 067 072 071
302-3 CONSUMPTION OF ELECTRICITY/m? OF SEWAGE TREATED  kWh/m?® 0.45 046 043 047 043
302-4 REDUCTION OF ELECTRICITY CONSUMPTION FOR WATER PRODUCED — J % -85 -43 -20 124 32
302-4 REDUCTION OF ELECTRICITY CONSUMPTION FOR TREATED SEWAGE — J % -23 -134 -30 -07 24,
302-5 REDUCTIONS IN REQUIREMENTS OF ELECTRICITY/m* OF WATER PRODUCED — KWH/m? % -78 -15 67 -14 -124
302-5 REDUCTIONS IN REQUIREMENTS OF ELECTRICITY/m? OF SEWAGE TREATED — KWH/m? % 17 -10 77 93 -42
303-1 TOTAL INTAKE OF WATER — SURFACE Million m® 2,630 2602 2539 2397 267k
303-1 TOTAL INTAKE OF WATER — UNDERGROUND Million m3 176 17 168 168 166
303-3 PERCENTAGE OF WATER CONSUMPTION IN WTP TREATMENT"® % 27% 28 30 17 08
303-3 PERCENTAGE OF WASHING WATER RECOVERY FROM FILTERS AND DECANJJETFIQJ% (Illgl) % 8631 B &3 " -
DIRECT AND INDIRECT EMISSIONS OF GREENHOUSE GASES™ ¢ CO,.e N/A 2309715 L9967 22ksk 2391
305-1 DIRECT EMISSIONS OF GREENHOUSE GASES (GHG) (SCOPET) £ COe NA 2130166 1771135 1909847 2018912
305-2 INDIRECT EMISSIONS OF GREENHOUSE GASES (GHG) FROM ELECTRICITY
ACOUISTION GcopEg) £ €028 N/A 25496 178726 267117 322006
305-3 OTHER INDIRECT GREENHOUSE GAS (6HG) EMISSIONS (SCOPE3) £ CO,e N/A %057 29818 27500 18197
303-3 VOLUME OF REUSE WATER SUPPLIED? thousand m® 146147 15792 16836 18518 12149
303-3 PERCENTAGE OF REUSE WATER SOLD OVER SEWAGE TREATED IN srlsésuvsvgﬂ % 043 035 040 05 027
303-3 PERCENTAGE OF REUSE WATER SUPPLIED OVER INSTALLED CAPACITY?" % 38.3 36.02 3219 3567 2850
NUMBER OF STPS AND WTPS WITH ENVIRONMENTAL MANAGEMENT SYSTEM EMS)2  Units M 7 129 95 95
NUMBER OF STPS AND WTPS IS0 14001 CERTIFIED? ~ Units 35 35 35 35 51
NUMBER OF PEOPLE IN MONITORED VISITS OF SANITARY AND ENVIRONMENTAL EDUCATION
INTHEOPERATIONAL UNTS Personnel  75.078 65266 71122 77580 58018
SEEDLINGS PLANTED VOLUNTARIY  Units 6,138 11,358 9,500 12216 20702
AMOUNT OF RECYCLABLE COLLECTED IN SABESP 3RS T 224 140 17 268 310
AVERAGE CONSUMPTION OF FUEL ALCOHOL \}gﬁlrcsl{e 2.226 2470 3,143 2827 2,861
ALCOHOL CONSUMPTION ON TOTAL FUEL % 58 57 62 57 53
POSITIVE PUBLIC PERCEPTION OF SABESP’S ENVIRONMENTAL RESPONSIBILITY © % 69 64 57 60 63
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PANEL OF INDICATORS

SOCIAL
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Accidents with leave of absence frequency rate

(1) Coverage equal to 98% or more. Service equal to 95% or more. (2) For methodological reasons, it includes a variation margin of plus or minus
2 percentage points. [3) Household is the term used for the building or subdivision of a building, with occupations that are demonstrably independent
of each other, collectively using a single water supply connection and/or sewage connection. (4) This Indicator Panel's demographic data takes
into account the “Projection for the Population and Households for the Municipalities of the State of Sdo Paulo: 2010-2050", drawn up by the State
Data Analysis System Foundation. (5) Survey carried out in 2018 by GMR Market Intelligence (6,216 interviews across the entire operating base
with a margin of error of 1.23% and a reliability interval of 95%). (6) Active and inactive connections and households (7) Includes water-mains,
branch collectors, interceptors and outfalls. (8) [Includes real (or physical) loss and apparent (or non-physical] loss. The percentage of water loss
represents the resulting ratio between (i) Billed Volume Lost and [ii) Volume of water Produced. The Billed Volume Lost corresponds to: Volume
of Water Produced MINUS Billed Volume MINUS Volume of Uses. The volume of uses corresponds to: water used in regular maintenance of
water mains and reservoirs; water used in municipalities, such as firefighting; and water supplied to irregular settlements. (9) Includes real (or
physical) loss and apparent (or non-physical) loss. The percentage of water loss represents the resulting ratio between the (i) Measured Volume
Lost and the [ii) Volume of water Produced. The Measured Volume Lost corresponds to: Volume of water Produced MINUS Measured Volume
MINUS Volume of Uses. The volume of uses corresponds to: water used in regular maintenance of water mains and reservoirs; water used in
municipalities, such as firefighting; and water supplied to irregular settlements. (10) Calculated by dividing the Measured Volume Lost in the
year by the average amount of active water connections in the year, divided by the number of days in the year. (11) Internal headcount. Does not
include those assigned to other entities. Employees retired due to disability ceased to be taken into account from 2016 onward. (12) Adjusted
EBITDA corresponds to net earnings before: (i) depreciation and amortization expenses; [ii] income tax and social contribution (federal income
taxes); (iii) financial income and (iv) other net operating expenses. (13) Does not include financial revenues and expenses. (14) Net debt consists
of debt, minus cash and cash equivalents. (15) Does not include financial commitments assumed in program agreements (R$ 116 million, R$177 million,
R$6 million, R$121 million and R$207 million in 2014, 2015, 2016, 2017 and 2018, respectively) [17) Refers to the amount of the chemical
“fluorosilicic acid” in relation to the total chemicals used in the treatment of water and sewage (18) From the total electricity consumption,
81.5% was used in the water process (collection, production, adduction and treatment), 17.7% in the sewage process (collection, removal and
treatment) and 0.8% in the administrative process. (19) Refers to the water treatment plants of the Metropolitan Board. (20) The 2017 inventory
indicates that sewage collection and treatment activities are the largest sources of GHG emissions, accounting for approximately 89.3% of the
total figure. Electricity contributed with 9.1% and other activities represented approximately 1.6%. The annual GHG inventory for 2018 is under
development in 2019. The biomass emission in 2017 was of 71,321 tCO2e. The global warming potential adopted for CH4 is 21 and for N20 it is
310 (Global Warming Potential (GWP) values of the second report of the IPCC, Second Assessment Report - SAR] (21) Refers to Barueri, Jesus
Netto, Parque Novo Mundo and Sao Miguel STPs, which have facilities to produce reuse water. Water supplied corresponds to water sold. The
capacity is the nominal of the facilities. The 2018 figures do not consider the volume of wastewater treated and supplied to Aquapolo Ambiental.
(22) Since 2015 Sabesp has been working with a mixed model to implement the Environmental Management System (SGA) in STPs and WTPs,
with the 1ISO 14001 standard applied to the certified scope and for other plants, using its own environmental management model (known as SGA-
Sabesp). Given this strategic realignment, there was a reduction in the 14001 certified scope in 2015. (23) Given the direct relationship between
environmental activities and the Company’s activities, it is not possible to specifically segregate environmental expenditures from the Company’s
total operating expenses and investments. Thus, as of 2018, Sabesp will no longer report the environmental investment indicator. The data reported
until 2017 will be partial and related to corporate environmental management and the rational use of water programs, among other local initiatives.
(24) When not informed, it means that Sabesp was not among the top 50 companies with the highest number of complaints in the Procon ranking.




Catchment structure on Paraiba do Sul basin, in Igarata:
Jaguari-Atibainha Interconnection started operating in March 2018
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CORPORATE GOVERNANCE

MANAGEMENT
THAT IS INNOVATIVE,
TRANSPARENT
AND AWARE OF
THE SECTOR’S
REQUIREMENTS
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MANAGEMENT COMMITTED TO
ADVANCES IN GOVERNANCE STRUCTURE
AND FULL TRANSPARENCY

IN THE RELATIONSHIP WITH

BUSINESS’S STAKEHOLDERS.

102-205
AS A LISTED COMPANY on the Novo Mercado

of B3 (the Sao Paulo Stock Exchange) and on the New
York Stock Exchange (American Depositary Shares

- ADR Level I} since 2002, Sabesp has a Corporate
Governance structure that is guided by high standards
in relation to ethics and conduct, which emphasizes
transparency in decision-making and fairness and

respect for stakeholders.

Despite already having a consolidated governance
structure, over the course of 2018 the Company dedicated
itself to implementing the new standards of transpar-
ency and good governance resulting from Federal Law
13,303/16, State Decree 62,349/16, the Novo Mercado’s
Listing Regulations and the Brazilian Code of Corporate
Governance. These measures were reflected in the adap-
tation of the Company’s corporate governance structure
and the adjustments made to a number of documents,
such as the Company’s By-laws, Code of Conduct and
Integrity, internal regulations of statutory bodies and
institutional policies, among others.
102-18102-22102-23 102-24 Highlightin 2018 also goes
to the preparation of the Bidding and Procurement Internal
Regulations and the setting up of the Eligibility and Advisory
Committee. In addition, training courses have been provided

to Directors, Officers and Members of the Fiscal Council on
matters related to corporate governance and integrity, as
well as an Onboarding Program for new members of the
Board of Directors, Fiscal Council and Executive Board,
whichincludes a presentation of the main information about
the Company, its corporate governance and its internal
controls. Sabesp’s current corporate governance structure,
with its functions and responsibilities, can be found in the
Corporate Governance* section of the Company’s website.

INTEGRITY AND TRANSPARENCY

102 | 205 Sabesp’s Integrity Program, which was ap-
proved by the Board of Directors, is aimed at implementing
a set of anti-corruption measures for preventing, detecting
and remedying harmful acts against the public authorities.
Backed by the Company’s Compliance Policy, the program
establishes guidelines, principles and skills that direct its
managers and employees to work for the Company so as
to ensure compliance with laws, regulations and organi-
zational instruments, preserving the Company’s assets,
image, integrity and other ethical values.

The program covers two distinct scenarios, active
corruption and passive corruption, and in 2018, it un-
derwent a new restructuring in order to bring it into line
with the recommendations of the Brazilian Office of the
Comptroller General, as well as improvements in meeting
the requirements of the Brazilian and North American
Anti-Corruption Laws. In addition, the program’s restruc-
turing took into account Federal Law 13,303/16, the Novo
Mercado’s Regulations and the best practices recom-
mended by the Brazilian Corporate Governance Code.
205-1 Therefore, in 2018, taking into account the Compa-
ny’s risk and corporate governance profile, in addition to
compliance with the legislation, 64 compliance initiatives
were completed, principally the following: (i) the adoption
of integrity measures among the Company’s suppliers
and service providers, with provisions included in con-
tractual clauses setting out the obligation to comply with
ethical standards and the prohibition of fraud and corrupt
practices, and (i) the monitoring of transactions with the
Company’s related parties.

In order to promote this culture of integrity, in 2018, the
Company created the Conduct and Integrity Learning Trail,

4 - Sabesp’s corporate governance structure. Available at https://bit.ly/2u62AtS
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which includes communication and training activities to en-
hance the employees” knowledge of their legal requirements
and responsibilities, as well as of corporate guidelines.

In addition to the training courses, in 2018 the Com-
pany set up and made available the trust channel, a tool
that is at the disposal of the employees for settling and
tackling doubts regarding ethical behavior in the carry-
ing out of Sabesp’s business at its various levels, with a
guarantee of secrecy and anonymity.

Sabesp is committed to improving its processes for
fighting corruption in its business environment. In this
context, in addition to the actions implemented under its
Integrity Program, in 2018 the Company carried out a
quantitative and qualitative self-diagnosis on the issues
of integrity, prevention and fighting fraud and corruption.
As a result, it was possible to ascertain the program’s
maturity level and to define the actions aimed at increas-
ing and improving it in 2019.

Lastly, the Company expresses its public commitment
to ethics by means of its adherence to the Instituto Ethos’
Corporate Pact for Integrity and Against Corruption and
its participation in the UN Global Compact’s Anticorrup-
tion Working Group and in the Center for Governance and
Business Ethics Studies of the National Quality Founda-
tion, which launched the book Transparent Management
and Integrity Systems with a case study from Sabesp,
as well as on the Committee for the Special Study on
Organizational Governance (ABNT/CEE-309).

WHISTLE-BLOWING CHANNEL

The ground rules for the Company’s Directors, Officers
and employees to actin anintegrated and coherentway in
the conduct of their relations and business with different
counterparties are defined in Sabesp’s Code of Conduct
and Integrity, which was initially developed as a collab-
orative project in 2006 and updated in 2014 and 2018.

In order to boost Directors’, Officers” and employees’
commitment to the Code and to ensure that it remains

COMPLAINTS IN RELATION TO BREACHES

relevant, up-to-date and sufficient, the Company has an
Ethics Committee which, with effect from 2018, is now
linked to the Board of Directors.

Itis up to the Audit Committee to monitor the procedures
for verifying breaches of the Code of Conduct and Integrity,
as well as events registered on the Whistleblowing Channel.

The Audit Department is responsible for processing
complaints and must make every effort to ensure the
anonymity of the complainant and protect the confiden-
tiality of the information and of those involved, in order
to preserve rights and the neutrality of decisions.

It should be noted that in October 2018, the Executive Board
and the Board of Directors approved guidelines for the func-
tioning of the Whistleblowing Channel, reinforcing the prin-
ciples of anonymity, immediacy and secrecy, among others.
205-3 In 2018, there were 164 incidents recorded, which
represents a 14% increase in relation to the previous
year. Out of the total number of complaints considered
to be material, penalties were imposed on 48 employ-
ees, including the Company’s own employees as well as
outsourced ones: 11 warnings were issued, 1 suspension
was issued, and 36 individuals were fired. It should be
noted that there were no indications of the Company’s
employees being involved in cases of corruption.

TRANSPARENCY

Sabesp has been undertaking a series of measures that, in
compliance with corporate governance actions, increase its
processes in such a way as to always act with transparency
and become a reference in models of efficiency in public sec-
tor management, such as the Transparency Portal, which was
implemented in 2017, and which provides clear and up-to-
date information such as Institutional Policies, agreements
with the granting authority and agreements with suppliers,
the main programs and projects developed, in addition to
minutes of the Company’s boards and committees meetings.

The Transparency Portal is constantly being improved
and in 2018 itincreased its publication of information, in

E-MAIL: canaldedenuncial@sabesp.com.br

OF THE CODE, INCIDENTS OF FRAUD, CORRUPTION
OR UNLAWFUL ACTS OR REGARDING ANY

OTHER MATTERS THAT MAY HAVE A NEGATIVE IMPACT
ON THE PRINCIPLES AND INTERESTS OF SABESP,

TS SUBSIDIARIES AND SHAREHOLDERS,

CAN BE MADE BY ANY INTERESTED PARTY, VIA THE
WHISTLEBLOWING CHANNEL, WHICH HAS BEEN

SERVICE CENTER:

DIRECT PHONE LINE: (011) 3388-8100
OMBUDSMAN: 0800-0550565 or e-mail: ouvidoria@sabesp.com.br

Emergencies: 19 or in the S. Paulo Metrog)olitan Region: 0800-0119911
or in the interior or coastal regions: 0800-0

PO BOX: 61.540 - Zip Code: 05424-970
PERSONALLY OR BY LETTER ADDRESSED TO SUPERINTENDENCIA DE AUDITORIA

90195

(AUDIT DEPARTMENT: Rua Costa Carvalho, 300 - Zip code: 05429-900

IN OPERATION SINCE ABOUT 2006:
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order to comply with the legislation and provide answers
to the most frequently asked questions made through the
Citizens Information Service (SIC) by 21%. This service
channel registered a total of 365 requests, which were
answered in an average period of 11 working days, bear-
ing in mind that the deadline permitted under the Access
to Information Law is 20 days, which is extendable for
further ten days.

RISK MANAGEMENT

Sabesp has a Risk Management and Compliance De-
partment, which is administratively linked to and led by the
Chief Executive Officer. The risk management methodology
adopted at Sabesp is based on the COSO - ERM interna-
tional model - The Committee of Sponsoring Organizations
of the Treadway Commission “Enterprise Risk Manage-
ment - Integrated Framework”, as well as on the standards
ABNTNBR S0 31,000 - Risk Management - Principles and
Guidelines and ABNT ISO GUIDE 73 - Risk Management -
Vocabulary, covering the entire organization.

102-11 201-2 The Company maintains a corporate risk
map and monitors global and national trends in order to
foresee scenarios that may have an adverse impact on its
operations, and in this way ensure that its strategic objec-
tives are achieved. Risks are classified in four categories
(strategic, financial, operational and compliance) and are
measured with regard to their impact and the likelihood of
their occurrence. They are subsequently assessed at the
appropriate hierarchical levels in order to define mitigating
actions required for each situation. All corporate risks are
reviewed at regular intervals, with a view to the implemen-
tation of possible mitigating actions. A description of the risk

5 - Reference Form. Available at https://bit.ly/2urUz2z
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factors can be found in item 4 of the Reference Form®, which
is available on the Company’s Investor Relations website, in
the “Financial and Operating Information” section.

INTERNAL CONTROLS

Internal controls have been assessed in a structured and
systematic way since 2005, benchmarking with the internal
control parameters of the Committee of Sponsoring Organi-
zations of the Treadway Commission (C0SQ], 2013 version.

The internal controls assessment process is carried out
once ayear taking into account both the potential existence
of new risks associated with the drawing up and disclosure
of financial statements and possible significant changes in
information technology processes and systems.

Internal controls include the procedures regarding ad-
justment of the accounting records, preparation of the finan-
cial statements in accordance with official rules and proper
authorization of transactions involving the acquisition, use
and disposal of the Company’s assets. The internal con-
trol tests are carried out by the Audit Department, a unit
that is linked to the Board of Directors through the Audit
Committee and administratively linked to the Chief Exec-
utive Officer, and which since 2016 has held the QA Quality
Assessment certificate granted by the Brazilian Institute
of Internal Auditors (IIA Brazil), which is an affiliate of the
Institute of Internal Auditors (I1A).

In addition to complying with section 404 of the Sar-
banes-Oxley Act (SOX), the internal controls assessment
process is in compliance with Law 13,303, dated June 30,
2016. As was the case in previous years, the review undertak-
enin relation to the effectiveness of the internal control en-
vironment in 2017 did not identify any material deficiencies.
The tests for the year 2018 will be completed in April 2019.

EXTERNAL AUDITORS

Sabesp respects the principles that protect the external
auditor’'s independence with regard to not auditing its own
work, not performing managerial functions and not acting

RISK MANAGEMENT AND
MITIGATION ENHANCE

SAFETY TO MEET N
STRATEGIC OBJECTIVES.
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on behalf of its client. According to the Company’s Bylaws,
it is up to the Audit Committee to make an assessment
of the guidelines for the process of entering to a contract
with an external audit firm, as well as other conditions
in relation to the provision of services, making the cor-
responding recommendations to the Board of Directors.
In addition to this, it also gives its opinion on the hiring or
dismissal of the external auditors and states its opinion in
advance regarding the contracting of other services pro-
vided by the external audit firm, or by companies related
to it, which are not included in the typical audit activities.

KPMG Auditores Independentes has been the Compa-
ny’'s external auditor since the review of the quarterly in-
formation (ITR) of June 30,2016. In 2018, the Company paid
R$2.4 million for the audit of the financial statements, the
review of the quarterly information and of project financing,
among others. During the same period, KPMG provided
132 hours of training on matters that did not conflict with
the audit services provided and which did not exceed 5%
of the fees paid for the aforesaid services. Of Sabesp’s
affiliated companies, KPMG Auditores Independentes in
2018 audited the company Attend Ambiental S.A.

In addition, in 2018 Deloitte Touche Tohmatsu Auditores
Independentes provided one-off external audit services in
the sum of R$347.9 thousand, in relation to the reissue of
a report regarding previous years that were audited by it,
and included on the form 20-F, which is filed with the United
States Securities and Exchange Commission. The auditors,

Served
municipalities

together with parties related to them, did not provide, during
the Company’s period of operations, other services that
exceeded 5% of the fees paid for the external audit services.

CHANGES IN THE MAKE-UP OF THE EXECUTIVE BOARD
AND IN THE MANAGEMENT'S COMPENSATION

Reflecting the changes in the governmental
environment fueled by the elections for governor of the
state and for the president of the republic, in 2018 the
Company’s senior management underwent two major
changes. The firstin May, when Mrs. Karla Bertocco took
over as Sabesp’s Chief Executive Officer, replacing Mr.
Jerson Kelman. The second occurred in December, when
Mrs. Bertocco stepped down and at the start of January
2019 was replaced by Mr. Benedito Braga. During the
same period, there were also changes in the Corporate
Management Office and in the Regional Systems Office.

In 2018, the Board of Directors approved the Com-
pensation Policy for Directors, Officers, members of the
statutory committees and the fiscal council, in line with
the compensation guidelines established by the Council
for the Defense of the State Capitals - CODEC.

Under the Brazilian Corporate Law, the total amount
available for compensation of the board members and ex-
ecutive officers and for the payment of profit sharing to the
executive officers (executive officers’ bonuses) is required

SABESP SERVED AREA
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to be determined by the shareholders at the annual general
meeting. In 2018, the gross amount of this compensation,
including legal benefits and charges, was approximately
R$4.6 million, including about R$537.7 thousand related
to the variable compensation of the executive officers.

BUSINESS MODEL

102-5 Sabesp is a publicly-held mixed capital company
which was founded in Brazil in 1973, under the terms
of State Law 119/73, with the purpose of planning, exe-
cuting and operating public basic sanitation services in
the State of Sao Paulo.

[ts main corporate purpose at the present time is to
provide basic sanitation services, as established in its
Bylaws, with a view to universal access to the aforesaid
services in the State of Sao Paulo, without prejudice to
the Company’s long-term financial sustainability.

The Company is also authorized to plan, operate and
maintain systems for the production, storage, conservation
and commercialization of energy, both for itself as well as
for third parties, and also to market services, products,
benefits and rights that are directly or indirectly derived
from its assets, business ventures and activities. It can also
provide ancillary services in any part of Brazil or abroad.

Sabesp’s share capital consists exclusively of common
shares (with voting rights) and in compliance with State
Law No. 11,454/2003, with it being a requirement that
the Government of the State Sao Paulo is the controlling
shareholder. The Government of the State currently holds
50.3% of the shares.

The rest of the shares are traded on stock exchanges
in Brazil and abroad. At the end of 2018, 31.4% of the
shares were traded in Brazil, with the remaining 18.3%
being traded in the United States in the form of American
Depositary Receipts (ADRs) - Level Il

In September 2017, State Law 16,525 was enacted,
which allowed the Government of the State of Sao Paulo
to set up a joint stock company to exercise share control
of Sabesp, but with the State Government retaining the
majority of the voting capital of this parent company.

The purpose of this measure is to obtain more re-
sources in order to expand investments in sanitation and
to speed up the process of achieving universal access
to the water supply, sewage collection and treatment
services, in an attempt to add value to Sabesp’s business
and strengthen its corporate governance.

The company has not yet been created and, due to the
elections for the state government in the second half of
2018, the operation was put on hold and the Company is
currently awaiting guidance from the Board of Directors of
the State Privatization Program.
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ACHIEVEMENTS AND TARGETS

STRATEGY
AND VISION
OF THE
FUTURE

SABESP’S MISSION IS to provide water

and sewage services, contributing to improve the
quality of life and of the environment; with the
Company’s goal being to become a worldwide
reference in relation to the provision of sanitation
services, in a sustainable, competitive and innovative

way, with a focus on the customer.

The definition of Sabesp’s strategies and guidelines is
based on an analysis of risks and opportunities, and in
the pursuit of its vision for the future, the Company op-
erates so as to ensure the availability of water in its area
of operations and to make progress with implementing
structures for the collection and treatment of sewage,
with technical and economic feasibility, contributing to the
goal of universalization with quality in the management of
its services. The goal is to undertake 954 thousand new
water connections and 1.2 million new sewage connec-
tions between 2019 and 2023.

In 2018, the current strategy was updated by man-
agement and the objective “Keep and Conquer Markets
and New Businesses” was added to the strategic map.
Within the scope of this new objective, negotiations were
completed with the municipality of Guarulhos, whose
population of 1.3 million people became part of the op-
erated base in the retail market. For further information,
see chapter “Results Converted into Greater Access and
Quality of Services”.

With regard to the new business and innovation segment,
acallfor proposals was issued under the title ‘Pitch Sabesp’,
to select innovative projects that offer solutions to the chal-
lenges faced by the Company in relation to the Company’s
provision of services and internal management. For further
information, access www.sabesp.com.br/pitchsabesp/

As an additional way of encouraging the search for sus-
tainable and innovative solutions to optimize investments
and improve the operational efficiency of sanitation in the
Baixada Santista region or in informal areas, at the start of
2018, Sabesp launched the Saturnino Brito Engineer Award.
An initiative open to all employees, the Award recognize
the best and most innovative sanitary engineering projects
proposed for these regions.

Over the course of the year, Sabesp invested around
R$10.6 million in research, development and innovation
projects, both with its own resources as well those raised
from development entities.

To support the pursuit of its strategic objectives, the
Company develops projects to improve its management.
The highlightin 2018 was the conclusion of the Sabesp
Management Model Project, which consisted of car-
rying out the Assisted Self-Assessment based on the
National Quality Foundation Management Excellence
Model. With integrated stages of raising awareness,
training and evaluation of management’s maturity,
the Company has fostered a culture of excellence, a

continuous improvement of management, a systemic
vision and the sharing of good practices, in order to
achieve excellence in performance.

In addition, the implementation of a CRM (Customer
Relationship Management] system is still under way, with
a view to replacing the current commercial information
systems by 2020.

BALANCE OF TARGETS

The targets proposed by the Company for 2018 were
achieved, and the highlight include the implementation of
199 thousand new water connections, which was 18.5%
greater than the target that had been set, and 215 thousand
new sewage connections, or 7.6% more connections than
had been forecast for the period. It is worth noting that the
result of the sewage collection coverage rate achieved the
proposed target taking into account the indicator’s variation
margin. The target of 293 liters per connection per day for
water losses was also achieved. The achievements in 2018
and the projections for the coming years can be found in
the table below.

The Company’s Profit-Sharing Program was based
on certain indicators, which are in line with its organi-
zational strategy, reflecting economic, social and envi-
ronmental performance.

ACHIEVEMENTS IN 2018 AND TARGETS FOR 2019-2023 SHEES e

2018 2019 20208 2021 20228 2023

WATER SUPPLY SERVICE  Tending towards universalization'"’ Tending towards universalization
SEWAGE COLLECTION SERVICE (%) 83 8 8 8 87 87 87

WATER SUPPLY COVERAGE  Tending towards universalization'" Tending towards universalization'”
SEWAGE COLLECTION COVERAGE (%) 90 91 91 92 93 93 93
RATIO OF HOUSEHOLDS CONNECTED TO SEWAGE TREATMENT (%)® 76 76 77 80 83 83 84
NEW WATER CONNECTIONS (THOUSAND) @ 199 168 186 192 192 192 192
NEW SEWAGE CONNECTIONS (THOUSAND)® 215 200 227 240 246 247 240
WATER LOSSES PER CONNECTION (LITERS/CONNECTION/DAY) 293 293 283 273 267 261 253

(1) Coverage equal to 98% or more. Service equal to 95% or more. For methodological reasons, it includes a variation margin of plus or
minus 2 percentage points. (2) Includes the municipality of Guarulhos in the targets from 2019 onwards. (3) Household is the term used
for the building or subdivision of a building, with occupations that are demonstrably independent of each other, collectively using a single
water supply connection and/or sewage connection.
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Operating since April 2018, the Sao Lourenco System brings water
from the catchment (photo) in Ibitina, 82 km away, up to the SPMR

24 25



AT THE END OF 2018, sabesp registered
a total of 369 municipalities operated?,

which represents about 57% of the 645 cities
in the State of Sao Paulo, where there

is universal access to the water supply.

Even so, this is a service that requires permanent
expansion to keep up with the demographic and
geographical growth of the cities served, which in
2018 required the implementation of 199.1 thousand
new connections.

Intotal, in 2018, R$2.3 billion was invested in water ser-
vices, with resources also allocated to structural programs
aimed at reinforcing water security which were designed to
meet the specific needs of the different regions operated.
Metropolitan Water Program ([PMA), Coastal Water and
Inland Water. The Corporate Program on Loss Reduction
is present in all regions.

THE METROPOLIS AND THE CHALLENGE IN TERMS OF SUPPLY

1031303 The Sdo Paulo Metropolitan Region (SPMR])
concentrates 20.9 million people, which is approximately
47% of the inhabitants of the State of Sao Paulo. This is the
largest economic center of the country, the largest urban

agglomeration in Latin America and among the six largest
metropolises in the world.

With the entry of Guarulhos (January 2019), Sabesp
started to operate in 35 of the 39 municipalities that
make up the S3o Paulo Metropolitan Region (SPMR],
adding up. Another four municipalities (Santo André,
Maud, S3o Caetano do Sul and Mogi das Cruzes), which
total about 1.7 million inhabitants, are served by the
wholesale: treated water is delivered to the municipality,
which is responsible for distribution to final consumers.

The combination of the population concentration (often
located in a disorderly and irregular way) and the geo-
graphical location (at the headwaters of the rivers that
make up the Alto Tieté basin] results in extremely low
water availability, comparable to semi-arid regions, with an
annual average of only 130 thousand liters per inhabitant.

Since the natural availability of the Alto Tieté basin
is not sufficient to meet the demand of the metropolis,
great efforts are made to maintain the security of supply,
with high levels of investments being necessary for the
purpose of collecting water in other river basins, at ever
greater distances, along with a series of initiatives.

The increasingly recurrent droughts make the task even
more challenging. In 2018, the SPMR found itself facing a
new period of drought, especially in three of the SPMR'’s
main production systems. The Cantareira System did not
register any significant rainfall (in excess of 10 mm) for
a period of 71 days. The Guarapiranga system faced the
same situation for a period of 117 days; while in the case
of the Alto Tieté system it lasted for a period of 151 days.

As a consequence of the low rainfall, the three main
systems, totaling 16 million of those served, presented
a natural contribution (inflow) below the historical av-
erage: Cantareira (-35%], Alto Tieté (-19%) and Guara-
piranga (-8%). Nevertheless, on December 31, 2018, the
overall volume of the water supply sources that feed the
supply the SPMR stood at 49% of the total capacity, a level
equalto that registered in 2012 (prior to the water crisis)
and slightly above the 48% registered in 2017 (see chart).

In addition to the emergency actions that have been imple-
mented throughout the water crisis’ (2014/2015), the main-
tenance of water availability and regular supplies in 2018 is
due toa number of factors. One of these was the fact that the

6 - The contracts with Guarulhos and Saltinho were signed in 2018; however, the start of operations in both happens in 2019 and,
therefore, they are not added in the total of municipalities served until December 31, 2018, the base date of this document.
7 - Sabesp Sustainability Report - 2015 and 2016 editions. Available at https://bit.ly/2FU4GFz
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TOTAL LEVELS OF
WATER SOURCES (IN%)

AVAILABLE VOLUMEIN
SPMR WATER SOURCES /ntegrated Cantareira
(hm3) system

Despite the fall around mid-2018 due to fewer rains, the Cantareira System reached the end of the
year with elevation trend. If the grant’s allowed limit was collected, by the end of the year, the System’s
useful accumulated volume would be 17% lower in the year-end, 22.5% instead of the registered 39.5%.

Water withdrawn from
Cantareira System always

WATER WITHDRAWAL CARRIED OUT VS. MAXIMUM POSSIBLE WITHDRAWAL (m¥/s)  "eémained below the grant’s

allowed volume.
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drought occurred during the dry period (between April and
September), when a lower loading is expected in the water
sources. Another key factor was the coming into operation
of two major construction works that began to bring more
water from outside the Alto Tieté basin, as described below.

MORE WATER FOR SPMR

Since April 2018, the Sao Lourenco System has been re-
sponsible for supplying up to two million people of the mu-
nicipalities of Barueri, Carapicuiba, Cotia, Itapevi, Jandira,
Santana de Parnaiba and Vargem Grande Paulista.

With an initial investment of R$2.2 billion8, the struc-
ture covers a distance of 82 km from the withdrawal area
at the Cachoeira do Franca dam on the Juquia river in
the municipality of Ibitina, in the Vale do Ribeira region.
On the way, the water goes through treatment in the
Vargem Grande Paulista STP. The supply capacity is up to
6.4 thousand liters a second, to meet the current and fu-
ture demand of the western region of Greater Sao Paulo,
which is the area in the Sao Paulo Metropolitan Region
(SPMR) that has the highest rates of population growth.

Throughout 2018, the complementary construction
works in the Sao Lourenco System were also started,
focusing on strengthening the interconnection of the
system to the municipality of Barueri, Santana de Par-
naiba, Pirapora do Bom Jesus, Aldeia da Serra and part
of Itapevi to help make the metropolitan system flexible.

In this new section, entitled Génesis System, a water
reservation center is under construction, as well as more
than 14 km of pipelines to connect the region of Antdnio
Jodo train station in Barueri to the headquarters of San-
tana de Parnaiba, with investments of R$90 million.

The Jaguari-Atibainha Interconnection is the other
main improvement that came into operation in 2018 for

altitude difference
conquered through

pumping

assist pressure control
and facilitate pumping

the purpose of increasing the metropolis’ water security.
Since March, the 19.6 km long interconnection (13.2 km
of water mains and 6.4 km of tunnels) makes it possi-
ble to transfer an average flow of 5.13 thousand liters a
second and maximum of 8.5 thousand liters a second of
raw water from the Jaguari reservoir, in the Paraiba do
Sul Basin, to the Atibainha reservoir, which is one of the
ones that make up the Cantareira System (PCJ Basin).

May 2018 saw the inauguration of the operation in the
opposite direction (Atibainha-Jaguari) which makes it
possible to transfer up to 12.2 thousand liters a second,
thus ensuring that the Cantareira System serves as a
reservoir to supply the population of the Paraiba do Sul
basin in times of greatest need.

When the Paraiba River is in a normal situation, with
much of its flow going to the Atlantic Ocean in the state
of Rio de Janeiro [Fluminense), part of this water can be
stored in the Cantareira System, increasing the reserve
and water security of those served by both basins. The
transfer of the waters from the Atlantic side of the Itapan-
hau River to the Alto Tieté System is the third major con-
struction project for bringing in water from outside the
Alto Tieté basin, with a view to increasing water security
in the S3o Paulo Metropolitan Region (SPMR).

The construction project will directly benefit about 4.5
million residents, reinforcing the SPMR’s entire integrat-
ed system. However, approval still has to be obtained for
the environmental permit. The expectation is that the
project will get under way in 2019.

MORE CAPACITY TO RESERVE WATER

The greater flexibility of transfer between systems
made it possible to accumulate, in 2018 alone, 271.7 mil-
lion liters in the total reserve of the SPMR’s water sources.

8 - For further information, see Note 15 (g) to the 2018 Financial Statements. Available at https://bit.ly/2urUz2z
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This was possible due to the works for the transfer of raw
water from the Rio Pequeno arm (Billings Reservoir] to
the Rio Grande System (operation of which was initiated
in July 2016), due to the new supply of raw water from
the Jaguari-Atibainha Interconnection and from the Sao
Lourenco Production System (treated water that is no
longer collected from metropolitan water sources).
Without the above improvements, on December 31,
2018, the total reserve would have been 14 percentage
points lower (at a figure of around 35% instead of the 49%
recorded). The volume incorporated into the Metropolitan
Integrated System (SIM in Portuguese) is similar to the
sum of the storage capacity of the Guarapiranga and Rio
Grande dams. In addition, the beginning of the filling of the
Taiacupeba dam up to the 744.67 meters quota allowed an
increase of 25 million liters in the total storage capacity.

SPMR PER CAPITA CONSUMPTION
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CONSUMPTION HABITS WITH INCREASED AWARENESS

The maintenance of a moderate consumption habits
was another determining factor for the balance in water
availability in 2018. This can be explained by the aware-
ness and due incorporation of rational habits acquired
during the water crisis by the population, especially the
residential consumers.

In 2018, per capita consumption was 128 liters a day,
maintaining the same level as in the previous four years
(when an average of 126 liters a day was registered) and
24% lower than the 169 liters inhabitant/day registered
in 2013, before the onset of the water crisis (chart).

This behavior was also partially reflected in the main-
tenance of the post-crisis level of production of treated
water to supply the Sao Paulo Metropolitan Region. In
2018, daily average production was 60.9 m3/s, which is
about 13% lower than the 69.9 m3/s registered in 2013.
Such scenario demonstrates the consolidation of a more
rational consumption habits by the population.

LESS WATER WITHDRAWN FROM CANTAREIRA

The greater integration and the strengthening of the
metropolitan system also allowed Sabesp to preserve
part of the Cantareira system reserve, which currently
serves an average of 7.5 million people in the SPMR (9.5
million by the end of 2013, before the increase in integra-
tion and flexibilization of the metropolitan supply system).

Affected by the drought, the Cantareira storage level
reached 39.6% at the end of July 2018, entering a “state
of alert (below 40%)” according to the operational rule
established by the 2017 ANA/DAEE grant’.

At the worst time, in October 2018, it reached 33.5%. As
arule, in a “state of alert”, the water withdrawn from the
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Cantareira should be reduced from 31 thousand liters per
second to 27 thousand liters per second. However, due to the
low demand, which resulted from the change in population
habits, during 2018 the water withdrawal was of around 24
thousand liters per second. With this, 170 billion liters were
saved, i.e., about 17% of the Cantareira’s useful volume.

EFFICIENCY IN THE MANAGEMENT OF WATER RESOURCES

At the present time the SPMR'’s supply is based on the
withdrawal and treatment of water by eight Production
Systems strategically located in different parts of the
metropolis. Together, in a normal climate situation, the
Sao Lourenco, Cantareira, Alto Cotia'®, Guarapiranga, Rio
Grande, Rio Claro, Alto Tieté and Ribeirao da Estiva pro-
duction systems have a nominal production capacity of
80.9 thousand liters per second of water and make up the
Integrated Metropolitan System (SIM).

The production systems are interconnected by large-
scale water pipelines that are part of the Metropolitan Water
Mains System (SAM], which is responsible for transporting
the treated water to the 231 sectoral reservoirs and, from
these points, it is distributed to the consumption points in
the Greater S3o Paulo region (household, commercial and
industrial consumers).

The sectoral reservoirs complement the water security
by ensuring more treated water supply and ongoing sup-
ply in districts farther from the main adductor systems. In
2018, the Cotia-Centro metal reservoir, with a capacity of
ten million liters, came into operation and ten other similar
facilities are in the process of being installed in the mu-
nicipalities of Sdo Paulo (five units), Barueri, Carapicuiba,
Vargem Grande Paulista and Cotia (two units).

When in operation, the metropolitan region’s storage
capacity will be increased by 78 million liters (equivalent
to the daily consumption of around 600 thousand people
compared to the average of 130 liters / person / day). Since
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2014, 26 reservoirs have been installed in the SPMR. The
set represents an increase of 180 million liters of treated

JUL  AUG SEP OCT  NOV  DEC

water in the storage capacity in the SPMR in relation to the
end of 2013, before the severe drought of 2014-2015 started.
This represents a daily average consumption of 1.3 million
people. (130 liters / person / day).

The structural increments, which were extremely
necessary to cope with the recent crisis and future
climate threats, were made possible by the existence
of a sound structure, which for more than two decades
has been strengthened by means of the Metropolitan
Water Program (PMA in Portuguese).

Initiated in the mid-1990s, with a focus onincreasing the
supply of raw water, increasing the storage structures, ren-
ovating and expanding the transport (pumping) capacity and
the production of treated water, the PMA solved the problem
of a lack of infrastructure that imposed a situation of water
rationing on more than five million people in the Sao Paulo
Metropolitan Region. Some of the resources come from the
company itself, while the rest come from financing grant-
ed by the BNDES (National Bank for Economic and Social
Development) and the Caixa Econdmica Federal (Federal
Savings Bank]. In 2018, the Company invested approximately
R$165 million in this Program.

With this work, the water production capacity in the
SPMR was increased from 57.2 thousand liters per second
in 1995 (beginning of the PMA] to 81 thousand liters per
second in 2018, ajump of 42% (+23,800 thousand liters per
second) in the water production capacity compared to a
31% increase in the population contingent over the same
period. Just by comparison with 2013, prior to the crisis,
this was a 12% increase in installed production capacity.

The structural expansion jointly with the operational
efficiency and the team of professionals allows obtaining
results like those registered in the city of Guarulhos. Less
than a month after Sabesp entered the local operation in
January 2019, about 700 thousand were taken out of the
weekly rotation system in the supply. By the end of 2019,

10 - The Baixo Cotia System was paralyzed in May 18 with the start of operation of the Sao Lourenco Production System
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the estimated 1.3 million inhabitants of the municipality
are no longer affected by intermittent supply.

Sabesp’s long-term planning to adjust the available
infrastructure to changes resulting due to the population
growth, rainfall, flow rates, availability of water sources,
transportation capacity, consumption behavior and rear-
rangement of population distribution in the territory. This
allows the analysis of the construction works needed to
increase the integration between the production systems
to transfer areas, focusing on the balance between raw
water, treated water and consumption in the SPMR.

On a daily basis, the strategic decision-making process
is based on the Decision Support System (SSD), developed
in 1998 in partnership with the Department of Hydraulic
and Environmental Engineering of the Polytechnic School
of the University of Sdo Paulo [USP - Universidade de Sao
Paulo] and continually improved. The system provides data
on the water balance of the production systems, rainfall
levels of the systems and other information that allows
the permanent management of the fountains by planning
at the operational, tactical and strategic levels.

The SDD is also responsible for supplying the plat-
forms of information transmitted to the society through
the information and newsletter inserted in the Company’s
website and in the Sabesp SPMR Water Sources applica-
tion. The technology also allows the generation of reports
that are sent to the operational areas, managers and for
follow-up of other agencies, such as the National Water
Agency (ANAJ; Hydrographic Basin Committees, Depart-
ment of Water and Electric Energy (DAEE) and press.

DAMS UNDER MONITORING

The public supply of the SPMR has dams as the main
source for the water withdrawal. Sabesp carries out contin-
uous monitoring, operation and maintenance in relation to
these structures, with a view to complying in full with the se-
curity requirements and procedures under supervision of the
control bodies. These practices meet the conditions imposed
by the National Dam Security Policy, by the Grants of Right of
Use and the respective operating rules, by the legislation in
force, and by additional internal guidelines and procedures.
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In addition to these actions, Sabesp carries out a mul-
tidisciplinary assessment of strategic risk management
and operation of these structures, enabling continuous
assessment and monitoring by the Company’s managers
and senior management.

PROTECTION OF BIODIVERSITY

1031304 The water restriction and the large population
concentration make it a vitally urgent matter to preserve the
water supply sources of the metropolis, which for decades
has lived with its scarce water resources under threat.
Factors such as the intense and disorderly occupation of
the soil, the devastation and silting up of environmental
protection areas, the clandestine dumping of domestic and
industrial sewage, and the fact that rainfall carries urban
waste into the water bodies (diffuse pollution) are the main
ones behind the deterioration in the quantity and quality of
the water of the metropolitan water sources.
304-1 In order to mitigate the impact of the degradation
of these water sources, Sabesp monitors and preserves
more than 44 thousand hectares, equivalent to nearly 200
Ibirapuera parks. There are 9 thousand hectares of bodies of
water and 35 thousand hectares of area around the sources
that supply the water production systems Rio Claro (Serra
do Mar State Park], Alto Cotia (Reserva do Morro Grande),
Guarapiranga (Capivari-Monos Environmental Protection
Area), Alto Tieté (Taiacupeba dam)] and Cantareira (Ati-
bainha, Cachoeira, Jacarei, Jaguari and Paiva Castro dams).
The reserves monitored by Sabesp represent 1.4% of the
State of Sao Paulo’s remaining Atlantic Forest and protect
the water consumed by more than 14 million residents of the
capital and the Greater Sao Paulo region. In 2018, Sabesp
organized the planting of 306 thousand seedlings, of which

WATER INFRASTRUCTURE PREPARED FOR CURRENT AND FUTURE DEMANDS

287 thousand were in the vicinity of the Cachoeira reservoir
(Cantareira System). Another 19 thousand seedlings were
planted around the Taiacupeba (Alto Tieté) reservoir.

Inrecentyears, these two dams have gained more than two
million seedlings. The accomplishment of this task is achieved
both by means of its own initiatives, such as the Metropolitan
Green Belt Program, and via partnerships, such as the Na-
scentes (Springs) Program, which is a joint effort between
Sabesp and the Government of the State of Sao Paulo.

At the 8" World Water Forum held in March in Brasilia,
Metropolitan Green Belt was chosen by the IDB (Banco
Interamericano de Desenvolvimento in Portuguese) as an
example of an initiative to protect and restore the environ-
ment to benefit water resources. The program was the only
Brazilian initiative selected among more than 300 enrolled
in Latin America, the Caribbean and North America.

As a result of this work, the Cantareira System’s veg-
etation cover in the Company’s areas shot up from 61%
to 75%. In the other areas belonging to Sabesp which
are inside Conservation Units vegetation cover goes as
high as 100%. Parallel to planting, monitoring is neces-
sary to ensure the success of the recovery. Rather than
contributing to the maintenance of water quality and
local biodiversity, such actions hinder illegal occupations,
preventing garbage, pesticides and pesticides from being
drawn to dams and preventing the silting, thus contrib-
uting to the recharge of the water body.

Togetherwith the initiatives to protect the riparian forest
and vegetation of the river basins of the various metro-
politan water sources, since 2011 Sabesp has developed
the Program Nossa Guarapiranga (Our Guarapiranga),
which is a system that supplies around 4 million people in
the Greater Sao Paulo area. As a result of this program,
the reservoiris cleaned with the aid of collecting boats and
several eco-barriers — metallic screen blocks which are

installed at the mouth of the reservoir’s tributaries, which
block the waste that arrives via these channels.

From 2011 to 2018, the Program organized the removal
of 156.6 thousand m3 of waste from the reservoir (equivalent
to 7.8 thousand dump trucks of 20 m3). Sabesp’s investment
during this period was R$22.9 million, of which R$1.84 mil-
lion was in 2018, when around 19 thousand cubic meters of
macrophytes and waste was collected from the body of water
and the banks of the reservoir (around 950 dump trucks).

For the task, Sabesp developed, in partnership with
Unesp Foundation for Agricultural and Forestry Research,
two boats with robotic arms that can collect large sub-
merged objects. Sofas, plastic containers, televisions and
carcasses of vehicles were removed, among other several
types of waste that contaminate the water and cause dis-
ruptions to the operations of water withdrawal.

Another floating barrier installed in 2017 protects the
Guarapiranga water withdrawal, resulting in a reduction
in the number of stops in water production due to obstruc-
tions caused by aquatic plants and other residues. The city
of Sao Paulo is a partner of the program, promoting the
transportation and transshipment of the material collected
to the municipal landfill.

GREATER HEALTH AND CITIZENSHIP

103 | 413 By means of the Agua Legal [Legal Water) Pro-
gram, Sabesp brings the supply structure to inhabitants
of irregular areas (after obtaining the necessary legal au-
thorizations), in which the residents are normally supplied
in a precarious manner by means of improvised connec-
tions that are subject to contamination. In 2018, about 25
thousand families (86.5 thousand families) had their ille-
gal connections, the so-called “gatos” or illegal hookups,

WATER: OSTENTATION DOES NOT GO ALONG WITH SUMMER!

a To raise public awareness about water saving, in 2018 summer Sabesp continued the Campaign

“Water Ostentation does not go along with summer”. With a well-known Brazilian rhythm - funk,

the music criticizes everyday situations where there is waste and encourages awareness. There were about

10 thousand radio and television inserts, especially on the coast, where actions of interactive communication
and distribution of pamphlets were also carried out. The music video was also posted on the internet, reaching

almost twenty million views on Youtube.

In addition, in 2018 the “PitchSabesp” was announced, an award for startups and individuals interested in contrib-
uting with innovative solutions to meet the challenges of the basic sanitation sector. Topics such as fighting losses and
detectingillegal connections were among the winning proposals. The eight best solutions were awarded - five prizes

of up to R$150 thousand for startups and, for individuals, three trips to SWSX (international innovation event). The
disclosure was made with insertions in the main web portals, including social networks, newspaper and television,
with national and international reach (Silicon Valley). It is estimated that it has reached more than 100 million views.
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replaced by water meters from Sabesp and began to
receive quality water from their taps.

Firstimplemented in 2017, R$117 million had been
invested by the end of 2018 in order to carry out 95.5
thousand connections, benefiting around 335 thousand
residents of 400 irregular habitation centers of Sao
Paulo (Penha, Itaquera, Pirituba, Santana, Americandpolis
and Jabaquara), Sdo Bernardo do Campo, Itapecerica da
Serra, Embu das Artes and Osasco.

The inhabitants of these locations began to enjoy better
health and citizenship conditions, given that the formalization
of the supply results in a proof of address. For example, this
document makes it possible for the children to be enrolled in
day care centers and for the families to obtain certain services.

With the improvement of the diagnosis of areas in need
and the positive results of the program, the target was
expanded. By 2025, 250 thousand connections will be in-
stalled, benefiting more than 870 thousand people. Before
there were 160 thousand buildings, serving 600 thousand
residents. The initiative also contributes to the reduction
of water loss, which before escaped from the improvised
“macarronadas” (connections). It is estimated that during
the two years that the program has been in operation it has
prevented 20 billion liters of water from being wasted.

The initiative demands the work coming closer to and
convincing the communities. Initially, a contact is made with
the local leaders to present the Program, which clarifies the
advantages of regularizing the connections, highlighting the
access to water with regularity and quality, registration in
the social tariff and the issuance of the billin the name of the
resident. Many residents are hired by companies that carry
out the services of installation of the networks, connection
of water and filling in the registration of new clients.

After installing the structure, residents are visited in
their homes for individual clarifications on rational con-
sumption, understanding the bill and registration in social
tariff, which today is of RS 8.19 for properties that consume
up to 10 thousand liters per month, 34% of the normal rate.

The program is based on an innovative bidding model, the
performance contract, which transfers the investment and
infrastructure costs to the private partner. The contractor
installs the networks, connections, measurement boxes and
water meters, butis only paid by Sabesp when the residents
connect - thereby avoiding the loss of treated water.

AFTER THE SPMR,

THE COAST IS THE STATE'S

REGION OF GREATEST CHALLENGE
CONCERNING POPULATION WATER SUPPLY.
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The existence of a federal law that prevents the in-
stallation of a sanitation system in areas without urban
infrastructure makes it imperative for the city and the
courts to participate in obtaining permits to carry out this
work. The inclusion of environmental protection areas
and private land is prohibited.

THE CHALLENGE OF SUPPLY IN THE COASTAL REGION

After the Sao Paulo Metropolitan Region, the coastal re-
gion of the State of S3o Paulo represents the second biggest
challenge for supply on account of the high demand during
the summer periods. Only in the north coast the population
grows 5 times near the turn of the year. Of approximately
300 thousand inhabitants, the number jumps to more than
1.4 million people, between residents and tourists.

Inthe Santos Coast Region it is not different. With a popu-
lation of 1.8 million people, the region registered, only during
2018/2019 Christmas and New Year holidays, an increase
of 1.2 million vehicles, according to the concessionaire re-
sponsible for the Anchieta-Imigrantes System.

In order to meet the demand of this overpopulation,
the service is provided by an integrated system which, on
a smaller scale, is similar to the concept of the SPMR
system. During periods of peak consumption, it enables
the transfer of treated water from a region with a larger
reserve to another one which has a higher demand.

Unlike the SPMR, which uses water sources, in the coastal
region raw water is collected directly from 26 rivers coming
from the Serra do Mar State Park by means of 15 production
systems, which together have the capacity to treat 11 thou-
sand liters a second. From these water treatment plants, the
water flows along the pipelines to the 53 sectoral reservoirs
to be distributed between the region’s nine cities.

A number of long-term initiatives aimed at expanding
water production and distribution capacity in the Baixada
Santista metropolitan region and the entire southern
coast of the State of S3o Paulo are grouped under the
Agua no Litoral (Coastal Region Water) Program, ben-
efiting approximately three million people, including the
local population as well as tourists.

In 2018, in addition to the continued construction of
the Peruibe and Guaral water treatment plants (WTPs),
both in the municipality of Peruibe and expected to be
delivered in 2019, a 72.3 km expansion of new pipelines
was launched in a number of municipalities, as well as
permanent scanning to detect and repair leaks.

The northern coastal region is served by 20 water treat-
ment plants (WTPs), and 70 sectoral reservoirs. Among
the achievements of 2018 are the coming into operation of
the Maranduba water treatment plant (Ubatuba), improve-
ments in Massaguacu WTP (Caraguatatuba), as well as the
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removal of silt from all water withdrawal systems and the
continuity of the construction of two water treatment plants
in the municipality of Peruibe. The program receives its own
resources and financing from the CEF (Federal Savings
Bank]. In 2018, the Program’s actions added up to a total
investment of around R$33 million.

Along the coast, during the season, there is also the
reinforcement of the teams on duty and water trucks for
emergency service. More technicians are available for
surveys, cleaning or repairs of networks and branches, as
well as more equipment, vehicles and mobile generators
for emergency situations.

SUPPLY IN THE STATE'S INTERIOR REGION

The focus of the action in the interior continues to be
on the operational improvements aimed at greater water
security and efficiency in supply. The work includes ac-
tions in a number of municipalities with the replacement
of filtration systems, the installation or replacement of
chemical tanks, the renovation of pump houses and the re-
placement of equipment in order to automate operations.

The actions also include the relocation or replace-
ment of water mains, distribution networks, branches
and water meters, with an impact on fighting the loss
of water in the pipelines. The drilling of deep wells and
the increase in the flow of treated water at some plants
contribute to expanding water availability and the moni-
toring of vegetation growth, particularly for serving those
regions that are farthest away from the main systems.

In addition, eight new reservoirs (with capacity from
50 to 150 thousand liters) were also implanted in 2018 in
the municipalities of Tatui, Capela do Alto (Iperozinho and

Porto districts), Anhembi, Pardinho, Porangaba (Serrinha
and Marianos districts). The implementation of sectorial
reservoirs guarantee greater security of supply as they
increase the reserve of treated water and the constancy
of service in those districts that are located far from the
main water mains systems.

The figures obtained in the municipality of Saltinho
demonstrate the results of the search for efficiency and
sustainability in operations. Assumed in July 2018, in six
months period Saltinho presented a reduction of 74% of the
water lost in the pipes. More than 1,000 old water meters
were changed, and the treatment plant gained automation
and recycling system for the water used to wash the filters.

FIGHTING WATER LOSSES

Reducing water losses is a permanent challenge. If noth-
ing is done, water losses tend to increase due to aging pipes,
equipment and water meters, as well as on account of fraud
(illegal hookups). In order to tackle this challenge, Sabesp
created the Corporate Loss Reduction Program, which
operates in the replacement of branches and water meters,
the inspection of pipelines to identify leaks and frauds, and
sectorization in order to improve operational efficiency.

The impact of these actions was reflected in the
decrease in the loss ratio in the area operated by Sabesp
from 32.4% (or 400 liters/connection/day) in 2009 to
30.1% (or 293 liters/connection/day) at the end of 2018.
Losses are currently below the national average, which
stands at a figure of 38.3%, according to SNIS (2017).

In 2018, about R$645 million was invested in the Pro-
gram, using the Company’s own resources as well as fund-
ing from JICA (Japan International Cooperation Agency].
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The highlights in the period were the advances in contract-
ing processes that will make it possible to replace 761 km
of networks and 75 thousand branches, in addition to the
installation of hundreds of pieces of equipment for the
creation of supply control areas. The sectorization allows
increased operational efficiency with greater control of
the pressure in the pipelines and greater speed in the
identification and correction of leaks, reducing losses.

The total loss indicator is subdivided into two categories:
real losses and commercial losses. Real losses correspond
to leaks in the pipelines and amounted to a total of 19.9% in
2018. Commercial losses, in other words, water consumed
but notaccounted for are the result of fraud, commercial reg-
istration failures and inaccurate measurement by the water
meters and corresponded to 10.2% during the same period.

A major highlight in the work of replacing old and dete-
riorated pipesis the increasing adoption of non-destructive
trenchless technologies. With the technique, a new pipe
is inserted inside the old network and covers the whole
wall of the pipe, ceasing the leaks. In addition to a faster
execution, trenchless technology causes less disruption
to the population’s routine, especially in regions of greater
traffic of vehicles and pedestrians, as it is the center of the
capital of Sao Paulo. To learn more about the concepts of
losses, visit the booklet prepared by Sabesp''.

AWARENESS, RATIONAL USE AND REUSE
With a track record of more than two decades, the PURA
(Rational Water Use Program) is one of the actions that

make up the sustainable water management guidelines and

11 - Booklet “What are water losses”: https://bit.ly/2F43bkJ
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Reuse water production has been expanding over
the last 20 years. To achieve it, Sabesp has different
processes. For urban purposes, the technology
employed is tertiary filtration followed by
disinfection. In this method other treatment types
can be incorporated to increase the purity degree.
Besides that, Aquapolo adopts ultrafiltration and
reverse osmosis technologies, meeting industry
requirements of the plants that use this water.

is aimed at fighting waste and spreading the message of
awareness regarding the finite nature of water resources.

After the municipality signed up, Sabesp promotes the
readjustment of the hydraulic structure of public admin-
istration buildings (municipal, state or federal], such as
schools, hospitals, public restrooms, penitentiaries and
day care centers. The installation of equipment of low con-
sumption, change of pipes, repairs of leaks in underground
facilities are carried out. In parallel, lectures regarding
the conscientious use of water, which contribute to the
formation of multipliers of the message of sustainability.

In 2018, 184 properties were benefited, and two mu-
nicipalities signed up to the program (Ribeirao Pires and
Santana de Parnaiba). First established in 1996, PURA is
presentin nine municipalities that are operated by Sabesp,
with a total of 3,902 properties benefited. In addition, if a
previously established consumption reduction target is
achieved, participating public sector customers gain the
right to a 25% discount on their bill.

The technological improvement of the sewage recy-
cling process is another initiative aimed at the sustain-
able use of water. The use of reuse water for industrial
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EXPANSION OF REUSE

’ ' AND ACTIONS DIRECTED

TO THE RATIONAL USE OF WATER
REINFORCE SOCIAL AWARENESS ABOUT
THE FINITUDE OF WATER RESOURCES.

purposes (washing machines, sheds and boiler cooling,
among other uses) and for cleaning streets and irrigating
parks and gardens results in significant savings of water,
which would be allocated to such purposes.

In this context, seven years ago Sabesp implemented
Aquapolo Ambiental, which is regarded as the largest
project for the production of industrial reuse water in
South America, and the fifth largest in the world. Managed
in partnership with BRK Ambiental, Aquapolo is located
next to ABC STP, on the border between Sao Paulo and
Sao Caetano do Sul, and promotes the treatment of the
wastewater generated at the plant itself. For this, it adopts
technologies of ultrafiltration and reverse osmosis, meet-
ing the requirements of the manufacturing process.

The plant produces 650 liters per second to serve in-
dustries of the Capuava Petrochemical Complex, in the
ABC of Sao Paulo, and three other major industries in
the region. Production could reach 1,000 liters per sec-
ond, with margin to serve new customers. In addition to
Aquapolo, Sabesp also has reuse technology at its Ba-
rueri, Sao Miguel Paulista, Jesus Neto and Parque Novo
Mundo plants. The latter, which now serves a large pulp
and paper industry and a textile industry, is therefore a
product with a high degree of quality demand. Currently,
Sabesp’s production is 785 liters a second. Studies are
under way to prospect new clients in order to consolidate
reuse water as a new business for Sabesp. One of the
possibilities is the expansion of this segment to clients
of the municipality of Guarulhos, whose concession was
recently taken over by Sabesp.

In addition to contributing to water security, reuse water
is economically advantageous to industries. The tariff for
customers with consumption of up to 50 thousand liters per

month is about 10% of the amount paid per cubic meter.

The savings obtained by Sabesp customers is a determining
factor for the permanence of these industries in the SPMR,
increasing the generation of jobs and the development of the
state of Sao Paulo. It should be noted that such social and
economic advantages should be taken into account in the
revision of the current model of reuse water taxation, which
is not yet considered a sanitation product, with an ICMS tax
rate of 18%. The need to increase its use as an alternative
supply is vitally important in a region of water scarcity.

QUALITY WATER AS A PRIORITY

The control of the potability conditions is done from
the withdrawal points, going through the treatment in
the 247 plants of the Company, to the distribution to
more than 28 million customers. The quality of the water
distributed complies with the parameters required by
Health Ministry Ordinance 2,914/11, which establishes
the procedures for controlling and monitoring the quality
of water for human consumption.

For this purpose, 90 types of tests are performed, and
more than 90 thousand analyses are carried out each
month to measure parameters of turbidity, color, chlo-
rine, total coliforms, metals and agrochemicals, among
otheritems. Thiswork is carried out at 16 sanitary control
laboratories, installed in SPMR, inland and coast regions.

Most of the laboratories are accredited by the National
Institute of Metrology, Quality and Technology (Inmetro)
and the Water Quality Reports are forwarded on a monthly
basis to SISAgua, a data storage system of the Ministry
of Health. These reports are also made available to the
Sanitary Surveillance Departments of the municipalities
operated. Customers are informed of the results in their
bills, which give a summary of the parameters evaluated.

In addition, Sabesp has a team of tasters, who are
specialists including chemists, biologists and techni-
cians responsible for analyzing variables in the flavor,
aroma and density of the liquid. The tasting, used by
Sabesp since 1996, is required by the Ministry of Health
since 2011. The results are sent to the water treatment
plants in order to guide the treatment of water and
make preventive or corrective adjustments. The Com-
pany has approximately 140 qualified professionals. The
tasters cannot consume alcohol, use perfume, makeup
or toothpaste just before the test to avoid altering the
results of the water analysis.
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SANITARY SEWAGE

Barueri STP (photo) - In 2018, the plant treatment capacity was expanded from 12,000 liters per second
(reached in 2017) to 16,000 liters per second. That is a key milestone in the process of cleaning up the SPMR main rivers
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SABESP’S SERVICES DIRECTLY
CONTRIBUTE TO PRESERVE THE
ENVIRONMENT AND PLAY AN IMPORTANT
ROLE IN THE ECONOMIC DEVELOPMENT
OF THE STATE OF SAO PAULO.

THE EXPANSION of the sanitation infrastructure

is reflected in a decrease in infant mortality, the
decontamination of rivers, improvement in educational

conditions and better real estate and tourism sectors.

On the economic front, it exerts a direct influence on
attracting more investments and the consequent gen-
eration of jobs and income for the population.

In Sao Paulo, the socioeconomic development and en-
vironmental sustainability of the State have, to a large
extent, the direct participation of Sabesp through the
continuous expansion of the supply of sewage collection
and treatment services. In the municipalities operated
in December 2018, Sabesp registered rates of 90% for
provision of a sewage collection network (coverage), 83%
for the sewage collection service (effective connectionsiin
the networks) with 76% of households connected to the
sewage treatment network.

The Company’s continuous efforts have a positive impact
on improving the indexes and place Sao Paulo at the top
of the list of the states that invest the most in the country.
Sabesp only accounts for an average of 30% of the total con-
tributed in basic sanitation in Brazil (SNIS). Not surprisingly,
Sao Paulois home to ten of the 20 best sanitation cities in the
country with more than 300 thousand inhabitants, according
to Trata Brasil'2. Four of them are operated by Sabesp.

In 2018, the actions to expand sewage collection and
treatment required investments of R$1.9 billion. Over the
course of the year, new sewage treatment plants (STPs)

came into operation and 215.3 thousand new sewage
connections were installed.

THE METROPOLIS AND THE CHALLENGES OF SANITATION

103 | 306 The S&o Paulo Metropolitan Region (SPMR) is
characterized by huge contrasts. While accounting for
a large part of the country’s national wealth and being
at the forefront of Brazilian production in the industrial
and services sectors, the SPMR also presents a scenario
of marked social shortcomings, which are reflected by
disorderly urbanization, with little or no planning of the
occupation of urban space. Irregular occupations, par-
ticularly in environmental preservation areas together
with illegal discharge of residential and industrial sewage
make expanding sanitation services in one of the world’s
largest urban clusters an even more challenging task.

To deal with this situation, 26 years ago Sabesp imple-
mented the Tieté Project with the consistent expansion of
the infrastructure for the collection, transport and treatment
of sewage advocated in the Sao Paulo Metropolitan Region’s
Sewage Master Plan with interventions in 29 metropolitan
municipalities. Due to the volume of investments and the
sheer scale of the construction work, is regarded as the
largest environmental sanitation program in the country.

Between 1992 and 2018, around US$2.9 billion was in-
vested. In addition to its own resources, includes financing
from the IDB (Interamerican Development Bank], the Caixa
Econ6mica Federal (Federal Savings Bank] and the BNDES
(National Bank for Economic and Social Development). In
2018, R$441.9 million was allocated, with direct effects on
the gradual revitalization of the Tieté river and its tributaries
and more health and quality of life for the population.

In these 26 years of existence, 1.77 million residential
sewage connections were installed and 4,400 km of in-
terceptors, trunk collectors and collection networks were
installed to collect and transport the sewage generated in
the Sao Paulo Metropolitan Region - SPMR to the treat-
ment plants, with the installed capacity for treatment
almost tripling in the period.

Together, the volume of sewage treated in the met-
ropolitan plants leapt from a figure of four thousand
liters per second to the current 18.7 thousand liters a
second. This difference of 14.7 thousand liters a second

12 - Sanitation Ranking - Instituto Trata Brasil 2018. Pg 87. Available at https://bit.ly/2Falif

40

HEALTH, DEVELOPMENT AND THE SUSTAINABLE MANAGEMENT OF WATER RESOURCES

Q" DIALOGUE WITH COMMUNITIES
RAISES AWARENESS ABOUT

THE IMPORTANCE OF CONNECTING

T0 SEWAGE COLLECTION NETWORKS.

is equivalent to the sewage generated by approximately
ten million people - contingent similar to the population
of Sweden. As a result, sewage collection that served
70% of the urbanized area of the SPMR in 1992 jumped
to 87% by the end of 2018. And sewage treatment rose
from 24% to 70% of the volume collected.

The third stage of the Project, now underway with
70% of the works concluded, complementing the actions
undertaken in the first and second stages, carried out
between 1992 and 2010, and will enable a new jump in
the levels of sewage collection and treatment. At the
same time, priority interventions are also being imple-
mented in advance of the fourth stage, focusing on the
optimization of the systems and expansion of the areas
served with sewage collection and treatment.

In 2018, the highlight was the completion of the sec-
ond phase of the construction work for the expansion of
the Barueri STP, the largest sewage treatment plant in
South America, which saw its treatment capacity increase
from 12 thousand liters a second (achieved in 2017) to 16
thousand liters per second.

Also worthy of note is the implementation of the ITi-7
sewage interceptor, 7.5 km long under Marginal Tieté,
which also includes the installation of the Tamanduatei
interceptor (ITa.1-J) and trunk collectors in the region of
Vale of Anhangabau. The construction work, with conclu-
sion expected to 2020, will benefit approximately two million
people living in neighborhoods in the central and southern
regions of the capital, place with large verticalization with
collecting pipelines operating close to the limit.

RECOVERY OF URBAN RIVERS AND SPRINGS

203-1 203-2 The improvement of water quality of the
metropolitan area’s water sources, rivers and streams
alsoincludes the actions of the “Cérrego Limpo” (Clean
Stream) Program, which operates in connection with
improvements to the sanitary sewage system around the
streams, as well as to cleaning, maintenance and environ-
mental education. Set up in 2007, the program has already
required investments of more than R$250 million for the
decontamination and maintenance of 151 streams in the
city of Sao Paulo, directly benefiting 2.5 million people
who live in the areas of the decontaminated river basins.

Approximately R$9 million was allocated to the pro-
gram in 2018, with advances in the interconnection
works of the sewage basins of the Pacaembu (2" phase]
and Casa Verde streams (both located at S&o Paulo
city). There were also remaining construction works of
sewage collection networks in the Traicao stream basin,
as well as the residential connections in the Ribeirao

SHARING BENEFITS AND RESPONSIBILITIES 103 | 413

.‘ In the Cdrrego Limpo Program, maintaining the quality of the water body depends on the aware-
ness of the local community, denouncing the disposal of garbage and clutter and illegal dumping

,L‘ of sewage. This awareness is built from meetings of representatives of Sabesp with residents and
social organizations of the basins of the benefited streams. At these times, the representatives are chosen, and
the agenda of local priorities is defined, as well as serving as a space for debate on social and environmental
issues of common interest. The work uses techniques of social approach based on Collaborative Governance
methodology built by Sabesp in partnership with the Brazilian Center for Analysis and Planning (Cebrap - Centro

Brasileiro de Andlise e Planejamento).

The “Observando os Rios 2017" report from the SOS Mata Atlantica NGO recognizes the good results of this
partnership: “In the 31 streams that count on the local community engagement, the quality indexes have improved,
as shown by data from the Cintra and José Gladiador streams”. The actions are in line with a work carried out over
almost two decades through the Community Participation Program, implemented in the late 1990s, mainly to
serve low income groups or clients with the dissemination of social and environmental practices, including fighting
losses, cleaning rivers and streams, planting trees and others. The meetings with the communities periodically
bring together the community leaderships to present Sabesp’s actions and investments, gathering the population’s
expectations, aligning the Company’s activities with the needs of the different regions.
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Coldnia, Dois Irmaos, Verde-Nascente and Espanhol
stream basins.

The work is carried out in partnership with the executive
branch. Sabesp is responsible for the mapping, inspection,
renewal and extension of the collection networks, in addition
toinstalling new connections based on sweeps of illegal sew-
age disposal. Included among the actions, monitoring of the
water quality of the polluted streams and the promotion of so-
cio-environmental awareness are also carried out by means
of meetings with the communities in the surrounding area.

For its part the city hall is responsible for cleaning the
riverbeds and the banks of the streams (cutting the under-
growth, removing debris, etc.), for maintaining rainwater
galleries and storm drains, and for inspecting irregular
dumping in the galleries and by households that are not
connected to the networks. In addition to this, itis respon-
sible for regularizing and redeveloping valley bottoms,
making it possible to install the sewage infrastructure,
and for the evacuation of irregular areas, registering the
families in housing programs.

The expansion of the basic sanitation structure coupled
with programs such as Clean Stream has a positive impact
on the rivers that intersect the metropolitan region, such as

the reduction of the pollution load of the Tieté river, the larg-
est riverin the state of Sao Paulo, with 1,100 km of extension.

In 2018, the Fundacdo SOS Mata Atlantica (SOS Mata
Atlantica Foundation), an NGO that monitors the con-
ditions of the river, attested to an 8 km decrease in the
extent of the pollution vis-a-vis 2017. The result is visi-
ble within the State with the progressive and significant
reduction of the pollution spot over 26 years, since the
beginning of the Tieté Project in 1992.

During this period of more than two decades, the pol-
luted stretch has diminished by 408 km. Initially, it reached
530 km, up to Barra Bonita, and is now at 122 km, between
the municipalities of ltaquaquecetuba and Cabreuva. This
is the smallest extent of the pollution ever registered, a
77% decrease™. The exception was 2014, when the con-
taminated extension reached 72 km. However, this was an
artificial reduction, due to the low rainfall and, therefore,
less dirt from the streets carried into the rivers.

In this sense, it is important to reinforce the role of
society and public powers in the effective revitalization
of rivers and other sources of water resources through a
complementary action to expand the sanitation supply. This
work is carried out with the due disposal of solid wastes,
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TREATMENT OF NON-DOMESTIC SEWAGE

O® naddition to operating its systems, Sabesp is a partner in Attend Ambiental, a company that operates in
QO the treatment of the S3o Paulo Metropolitan Region’s non-domestic sewage. Set up in 2014 as a partner-
ship between Sabesp and Estre Ambiental, Attend is installed besides the Barueri STP and offers industries the
outsourcing of pre-treatment of sewage, bringing it into line with the standards required by the environmental
legislation. In 2018, 1.6 million m®of non-domestic sewage was treated, equivalent to 665 Olympic swimming pools,
which are then sent to conventional treatment at the Barueri STP.

In November the operation of the yellow line (inorganic compounds) was started, which resulted in the acqui-
sition of seven new customers. Others under contracting stage. For 2019 gray lines (oily compounds), blue lines
(volatile organic) and red lines (bentonite sludge) are planned, enabling the expansion of the customer portfolio.

supervision against clandestine industrial eviction, urban
cleaning and collection, land regularization with the reset-
tlement of families, especially the occupants of preserved
areas, as well as the dissemination of actions focused on
the social and environmental awareness.

Theincrease in the collection and transportation of sew-
age by means of Sabesp’s Pro-Billings Program is another
action that will benefit more than 250 thousand residents
of the region of one of the largest metropolitan reservoirs,
resulting in an environmental gain for all of the basin’s
inhabitants. Continuing with the construction work in Jan-
uary and August 2018, work got under way in lot one (Sao
Bernardo, Diadema, Capital Piraporinha border] and lot
two (Alvarenga/Lavras, Sao Bernardo), part of the second
phase of the project, which will serve 40 districts with the
installation of 89 km of collector networks, 42 km of trunk
collectors, 39 sewage pumping stations and the connection
of 83 thousand properties to the networks.

When completed in 2020, the new structure will col-
lect more than one billion liters of sewage per month,
sending for treatment to the ABC Sewage Treatment
Plant (located at the border of Sdo Paulo municipali-
ty with Sao Caetano do Sul). This second phase entails
an investment of US$123 million and the creation of
1.2 thousand jobs. In the first phase, still under way, the
secondary connections were installed and part of the
Trunk Collector, main emissary to transport the sewage
to the ABC Sewage Treatment Plant and whose work is
expected to be resumed in the second half of 2019.

The implementation of collection systems started in 2018
in the municipalities of Ribeirdo Pires (Vila Sueliand Jardim
Mirante neighborhood) and Rio Grande da Serra (Parque
América and Vila Fordiane neighborhood], which total
31 km between collector networks and trunk collectors and
approximately four thousand connections, will further con-
tribute to reduce the pollution load dumped on the Billings
basin. All sewage collected in these municipalities will also
be sent to the ABC Sewage Treatment Plant.

CONVENIENCE AND TECHNOLOGY TO EXPAND THE SERVICE

In 2018, in Greater Sao Paulo, two compact sewage treat-
ment plants were put into operation. The service speeds
up the universalization of sanitation in the region served
and ensures more quality of life for the residents. Together,
the plants process a total of 7.5 million liters of sewage
a month, thus preventing this amount from reaching the
Tieté River and its tributaries. The technology of these
plants means that they can be operated remotely and can
function by means of a photovoltaic system (solar energy].

One of the plants was installed in the neighborhood Re-
canto Verde do Sol, in Sao Mateus, in the state capital. It
serves about 1,000 people and treats up to 3 million liters of
sewage per month. It will benefit the source of the Arican-
duva stream, which then flows into the Tieté, in the region
of Penha. The second equipment was implemented in the
New Ville neighborhood, in Santana de Parnaiba, where it
serves about 800 people. At the site, up to 4.5 million liters of
sewage are treated per month, benefiting the Itaim stream.

Easy to installin small spaces, this was the way found
to serve regions where there are still no large pipelines
for transporting sewage or where the installation of these
pipes isimpossible on account of areas with irregular oc-
cupation. The compact plants are a temporary measure,
focused on anticipating the service with the treatment of
sewage in regions not yet served. As soon as the Com-
pany carries out the necessary construction works to
route the sewage from these areas for treatment in the
conventional plants, the equipment will be transferred
to other locations without service.

UNIVERSALIZATION IN THE INTERIOR OF THE STATE

In the interior of the state, Sabesp is the concessionaire
responsible for 314 municipalities, giving a total of 5.8 mil-
lion people served. As part of the Company’s ongoing efforts
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When starting the implementation of the sewage collection networks in a new region, especially in

b ) low-income neighborhoods, Sabesp’s community agents carry out a social diagnosis to assess the
‘ conditions of families: employment situation, income, housing standard, age group, schooling, among
other aspects. The information contributes to planning and structuring the project and allows the selection of
beneficiary families of programs such as Se Liga na Rede (described in the topic below) and the social tariff.
Coming closer to the community through individual visits and social and educational lectures in com-
munity spaces opens up a relevant dialogue channel with residents and encourages the engagement of
local leaders in the dissemination of the message on the importance of connecting homes to networks and
the damage of improper waste disposal in toilet. Sabesp’s work also brings to the neighborhood a mobile
service station where it provides information, questions and records the requests for sewage connection.
The work has positively impacted on the increase of requests for connections and correct use of the health
structure. The registered information is also available to town halls to subsidize social and political planning

in other areas of public service.

to universalize the collection and treatment of sewage in
operated areas, in 2018 five plants (headquarters and dis-
tricts) were delivered in the municipalities of Aguas da Prata,
Oleo, Jarinu, Mombuca and Bananal. Another 15 plants are
under construction and are expected to be delivered by 2021.

Also in 2018, the installation or relocation of net-
works and outfalls, the installation of pumping stations
and operational improvements to the systems, such
as the cleaning of ponds and replacement of aerators,
round out the package of actions undertaken.

Sabesp’s high investments and commitment in increas-
ing the quality of service and expanding the collection and
treatment system of sewage can be verified by the prom-
inent position in sectoral studies. One example is Franca,
which for the sixth year, the fifth consecutive, is the leaderin
the ranking of the 100 largest cities with the best basic san-
itation service in Brazil prepared by Instituto Trata Brasil.

When Sabesp took over the services in the munici-
pality, in 1977, the supply was not regular and reached
only 70% of the properties. Half of the population had
no collection and no sewage treatment was collected.
In 1998, the service was universalized.

With around 345 thousand inhabitants, Franca is also
the city that received the most investments among the 20
best placed in the ranking. The average annual investment
per inhabitant in Franca is of R$189.14, about 39% more
than the second municipality that invests the most, ac-
cording to the same survey, which is based on data from
the National System of Information on Sanitation (SNIS
- Sistema Nacional de Informacées sobre Saneamento).

Served by Sabesp, the municipalities of Taubaté and
S&o José dos Campos, both located in Vale do Paraiba,
are also among the ten best served in the country'.
Taubaté also stands out in the Ranking of Sanitation
Universalization of the Brazilian Association of Sanitary
and Environmental Engineering (Abes - Associacdo Bra-
sileira de Engenharia Sanitaria e Ambiental)', released
in early 2018, as the municipality with the lowest rate
of hospitalizations for Diseases Related to Inadequate
Environmental Sanitation (DRSAI) in the country'.

Aswell as Sao José dos Campos, Taubaté, Franca, San-
tos, Presidente Prudente, Botucatu and other municipali-
ties served by Sabesp, which have appeared in recent years
in sectoral rankings, there are more than two hundred
cities operated in similar conditions of excellence in the
indicators that do not appear in the surveys. This is be-
cause, for the most part, the studies consider only larger
municipalities, while most of the cities served by Sabesp
in the inland of Sao Paulo have less than 100 thousand
inhabitants, thus outside the scope of the evaluations.

These actions and investments in the state’s interior
region, together with the progress made in the metropol-
itan region and in the coastal region of the State of Sao
Paulo, contribute directly to improving the quality of the
main rivers that intersect the state, such as the reduction
of the Tieté river pollution spot (as reported on page 38).

In this sense, Paraiba do Sul streams and tributaries
(Alambari, Pararangaba and Botujuru streams) and the
Jundiairiver, located in the Piracicaba, Capivariand Jun-
diai basin (PCJ), which after more than three decades is

14 - Ranking of basic sanitation in the 100 largest cities in Brazil https://bit.ly/2EU5qoB

15 - Abes Ranking of Sanitation Universalization - 2018. Page 8. Available at https:/bit.ly/2udaQv4
16 — The DRSAI concept was created by the National Health Foundation and considers “common diseases in precarious environments

where there is no basic sanitation or with inadequate sanitation”.
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once again harboring the fish that gave the river it name,
the jundia. The Piracicaba River, which has been improv-
ing the water quality year by year, is another example of
the positive effects brought due to the advance of the
sanitary structures implemented in the basins of its main
tributaries, the Jaguari and Atibaia rivers. In these areas.
there are 12 municipalities operated by Sabesp, such as
Braganca Paulista, Hortolandia, Itatiba and Paulinia.

Inthe municipality of Sao Roque, in the middle of the Tieté
basin, were recorded improvements in the water quality of
the Guacu and Mombasa rivers, both tributaries of the Tieté,
as well as the Aracai, Carambei and Marmeleiro streams,
which go through the central area of the city. Lavapés creek,
in Botucatu, had a section turned from class 4 to 3.

Investments in the Vale do Ribeira, which has 48 mu-
nicipalities served by Sabesp, also reflect the excellent
condition of the Paranapanema, ariver that separates the
states of S3o0 Paulo and Parand, which has one of the best
water quality classifications to be found anywhere in the
country. As in the cases above, there are several other
examples throughout the state of Sao Paulo that certify
the positive effects of investments in sewage collection,
removal and treatment in the quality of rivers.

Although it is obvious that sanitation work plays a vital
role in the improvement of water bodies, it should be point-
ed out that the origin of the pollution of rivers and streams
lies in the industrial effluent that has been disposed of in
an irregular way, in the garbage thrown into the streets
that ends up being carried by the rains into the rivers
(diffuse pollution), in the disorderly occupation of the soil,
especially in areas of environmental protection, as well as
the illegal dumping of sewage in rainwater drains.

To curb such situations, it is imperative that society
is aware of the correct disposal of waste and makes the
correct residential connection to the sewage collection
networks. The executive branch, in turn, has the respon-
sibility for cleaning up the cities and, with the participation
of the judiciary, supervise and punish behaviors that lead

TIETE PROJECT
START

to the contamination of water bodies and to the degrada-
tion of water sources.

SANITATION ON THE COAST OF THE STATE OF SAQ PAULO

Over the course of its eleven-year existence, the Onda
Limpa (Clean Wave) Program, which is the largest en-
vironmental sanitation program on the Brazilian coast,
invested around R$1.9 billion in sanitation construction
projects in the Baixada Santista region, with the Compa-
ny’s own resources as well as financing from JICA and the
BNDES. The efforts reflect important advances in public
health and the quality of life of the region’s residents.

Since the program first got under way, in 2007, the cov-
erage ratio of the sewage collection networks has risen
from 53% to 80%, with 100% of the sewage collected being
treated. During this period, 1.1 km of sewage collection
networks, seven sewage treatment plants, two sewage
preconditioning plants, 116 pumping stations and 110 thou-
sand home connections were built.

The highlightin 2018 was the start of the 2" Stage of the
Clean Wave Program, with the contracting of the construc-
tion work for the adaptation and improvement of sanitation
in the municipality of Praia Grande. Two sewage precon-
ditioning plants will be carried out, 1.3 km of submarine
emissaries with investments totaling around R$400 million.

The second stage of the program plans to invest R$1.4
billion in sewage works in Santos Coastal Region between
2019 and 2025. There will be 440 km of collecting networks,
more than 47 thousand home connections benefiting all
nine municipalities in the region.

Inthe Northern Coastal region, 69% of the formal area
is covered by the sewage network and 100% of the sewage
collected is treated. When the program first began, more
than a decade ago, the level of sewage collection was a
mere 36%. It should be stressed that the Company treats
100% of the sewage collected in the region’s four cities.
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FEASABLE
CONNECTIONS
(Thousand)

P

2015 2016

GREATER ACCESS FOR LOW INCOME FAMILIES

203-1 203-2 Notwithstanding the investments made in
the expansion of the collection networks, the lack of eco-
nomic conditions for a segment of customers to connect
their sanitary installations to Sabesp’s pipelines means
that sewage continues to be disposed of in an irregular
way. In order to deal with these situations, at the end of
2011 Sabesp and the State Government launched the
Pro-Connection Program, the operating name of which
is Se Liga na Rede (Connect to The Network). Under
the Program, interconnection installation costs are paid
entirely by the government (80%) and by Sabesp (20%).
By 2018, internal adjustments and connections had been
carried out in 25.5 thousand residences.

In the neighborhoods to be benefited, the houses are
visited by a Se Liga Agent - usually a resident of the lo-
cality, hired by Sabesp to present the initiative and explain
the advantages of the sewage connection. Concession of
a social tariff is one of the actions aimed at providing ac-
cess to low-income families (up to three times the monthly
minimum wage). In 2018, the benefit was granted to more
than 435 thousand households, which paid a symbolic value
(about R$16 for consumption of up to 10 m?3) for use of water
and sewage services, with significant gains in quality of life
for these families.

INLAND ACTIONS
RESULT IN QUALITY
IMPROVEMENT

OF IMPORTANT
RIVERS IN THE STATE.
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DECREASE IN THE LAST

2017 2018 FOUR YEARS

UNITED FOR THE COLLECTIVE GOOD

The social and environmental benefits brought by basic
sanitation are made possible by the correct use of the avail-
able structures. Those who do not connect the property to
the collecting network, even having the pipes at their door,
damage the community. Sewage illegally diverted to rain-
forest leads to foul smell of storm drains, pollution of rivers
and streams and risk of contamination of people.

Sewage connection is compulsory for those who live in
urban areas and have a property on a street that has col-
lectors, and it is the responsibility of city hall to undertake
the relevant inspections. In 2018, Sabesp registered about
145 thousand properties with irregular connections and
regularized more than 25.8 thousand cases. Although high,
this number, which was of 235 thousand in 2015, has been
reduced year by year through partnerships with municipali-
ties and the Judicial Courts (table). Only in the SPMR, about
20 thousand properties were regularized.

TECHNOLOGY AND INNOVATION FOR WASTE DISPOSAL

302-4 The final destination of the solid waste from water
and sewage treatment systems has been one of the
areas of greatest concentration of Sabesp’s studies and
research to find economically viable and environmentally
sustainable solutions.

Due toits size, the Barueri STP, which is the largest sew-
age treatment plant in South America and which accounts for
more than half of the total volume of sewage treated in the
Sao Paulo Metropolitan Region, has been the object of major
projects, such as the thermal treatment of sludge using
plasma technology. In the final stage of implementation of
the pilot project, this technology converts the sludge into vit-
reous residue, which offers significant potential for the reuse
in civil construction, along with other uses. The conversion
is made by subjecting the sludge to high temperatures (of
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around 1,500 °C), which reduces the volume of waste to be
transported and disposed of in landfills.

Also in Barueri, the project entitled Waste to Energy, will
be under a bidding processin 2019. The purpose of the proj-
ectisto promote the thermal treatment and environmentally
adequate disposal of sludge, associated to the generation
of electric energy from the biogas produced at the plant,
making it partially sustainable.

At plantsin the state’s interior, sludge drying initiatives
by means of solar irradiation are under development. In
another project, in 2018 Sabesp obtained the approval of
the Ministry of Agriculture to produce and sell the product
resulting from the transformation of the sludge in plants
into organic fertilizer. Christened Sabesfértil, production
of the fertilizer is in the process of being implemented at
the Lageado STP in the municipality of Botucatu, with a
capacity to process up to 25 tons of sewage sludge a day.
The marketing strategy is under study.

The organic fertilizer can be used for various crops, such as
sugarcane, coffee, apples, oranges, corn and soybeans.
There are only restrictions on crops in flooded areas, pastures
and plants of which the edible part has direct contact with the
soil - such as greenvegetables, tubers and roots. Sabesfértil's
studies beganin 2014, in partnership with Unesp and Fapesp.
The whole production process has undergone technical
analysis and studies and the final product is in accordance
with the standards required by the regulatory bodies.

The processing system of biogas for vehicle use was
inaugurated in the municipality of Franca as a result
of a partnership with the German Fraunhofer Institute.
The plant treats an average of 500 liters of sewage per
second and produces about 2,500 Nm? of biogas a day,
supplying part of the STP fleet. The resulting biometh-
ane is the equivalent of 1,500 liters of gasoline. At the
same time, performance and fuel autonomy analyzes
are being carried out on different vehicles, such as its
use in buses and in passenger vehicles.

What this set of actions that are under way have in
common is the important mission of contributing to
the sustainability of the entire sewage treatment pro-
cess, with a view to reducing operating costs and also
reducing the amount of sludge disposed of in landfills.
In the case of the biomethane, it also helps reduce
the greenhouse gas emissions which are produced by
conventional fuels.

TECHNOLOGICAL DEVELOPMENT
CONTRIBUTES TO INCREASING
ENVIRONMENTAL SUSTAINABILITY

IN THE SEWAGE TREATMENT PROCESS.
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IN 2018, SABESP RECORDED

R$2.8 BILLION PROFIT AND INVESTED
R$4.2 BILLION; FOR COMING
YEARS, EXPECTED INVESTMENT
REACHES R$18.7 BILLION.

103 | 201

IN LIGHT OF THE mission to continue to work
towards universal access to sanitation in the State
of Sao Paulo, and also as a result of the effect of the
change in the population’s consumption pattern due
to the water crisis and the poor performance of the
Brazilian economy, in 2018 the Company endeavored

to maintain its economic-financial balance.

This was largely achieved by means of the interaction with
Arsesp over the course of the process of the 2" ordinary
tariff review, the formalization of program agreements

with key municipalities in the Baixada Santista Metropoli-
tan Region and, also with the efforts put into the recovery
of debt owed by the municipality of Guarulhos.

In the midst of an extremely uncertain political en-
vironment on account of the elections for the state and
federal governments, the Company registered the start
of another historical partnership: an agreement with the
Municipality of Guarulhos to settle its debt with Sabesp
and hand over operation of the municipality’s water and
sewage services to the Company.

The agreement, which was signed in December 2018, in-
cluded an Adjustment Agreement for Payment and Receipt
of Debt between the Guarulhos Autonomous Water and
Sewage Service, the Municipality of Guarulhos and Sabesp,
in addition to a Public Services Provision Agreement, which
follows the same principles as the metropolitan agree-
ments that have already been signed in the region.

The signing of the Adjustment Agreement brings to a
close all legal disputes between the parties and suspends
the court order debt payments for the term of the Agree-
ment, which will remain as guarantees of full compliance
with the Adjustment Agreement.

In addition, the Adjustment Agreement also provides
for the transfer of the sum of R$50 million from Sabesp to
the municipality with the objective of equating the admin-
istrative costs to terminate the provision of the Services
by SAAE and, that all the civil servants and employees
who are among SAAE’s permanent headcount are tem-
porarily assigned to Sabesp for a period of six months.
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RESULTS CONVERTED INTO WIDER ACCESS AND QUALITY OF SERVICES

Volume of water and sewage billed'" by category of use - Million m?

WATER

2018 2017

Residential 1,607.0 1,580.9 1.7
Commercial 166.8 166.1 0.4
Industrial 31.0 31.4 (1.3)
Public 40.4 40.8 (1.0)

Total retail 1,845.2 1,819.2 1.4
Wholesale'? 262.7 256.7 2.3
Total 2,107.9 2,075.9 1.5

% 2018 2017

SEWAGE WATER + SEWAGE
% 2018 2017 %

1,375.6 1,346.5 2.1 2,981.6 2,927.4 1.9
161.3 159.3 1.3 328.1 325.4 0.8

37.7 37.5 0.5 68.7 68.9 (0.3)
36.4 36.3 0.3 76.8 77.1 (0.4)

1,610.0 1,579.6 1.9 3,455.2 3,398.8 1.7

31.1 37.6 (17.3) 293.8 294.3 (0.2)

1,641.1 1,617.2 1.5 3,749.0 3,693.1 1.5

(1) Not audited (2) Wholesale includes the volumes of re-use water and non-domestic sewage

Volume of water and sewage bhilled" by region - Million m3

WATER

SEWAGE WATER + SEWAGE

2018 2017

Metropolitan 1,194.5 1,175.8 1.6
Regional systems @ 650.7 643.4 1.1
Total retail 1,845.2 1,819.2 1.4
Wholesale ®  262.7 256.7 2.3

Total 2,107.9 2,075.9 1.5

% 2018 2017

% 2018 2017 %

1,043.8 1,024.1 1.9 2,238.3 2,199.9 1.7
566.2 555.5 1.9 1,216.9  1,198.9 1.5
1,610.0 1,579.6 1.9 3,455.2 3,398.8 1.7

31.1 37.6 (17.3) 293.8 294.3 (0.2)

1,6641.1 1,617.2 1.5 3,749.0 3,693.1 1.5

(1) Not audited (2) Consisting of the coastal and inland regions (3] Wholesale includes the volumes of re-use water and non-domestic sewage

As of the seventh month, 400 of SAAE’s employees will
remain assigned for a maximum period of four years,
with Sabesp being responsible for all the costs associated
with these assignments.

By means of the Adjustment Agreement, the State of
Sao Paulo and the Municipality granted the Company,
for a period of 40 years, the services of water supply and
the collection, disposal and treatment of sewage, with
the exception of a portion of the sewage disposal and
treatment, which will remain under the direct or indirect
responsibility of the Municipality.

Sabesp will invest about R$2 billion in the munici-
pality over the course of the agreement period and all
commercial management of the services will be carried
out by the Company, including meter reading, billing,
collection and customer relations. The regulatory func-
tions, including tariffs, control and supervision of the
services were delegated to Arsesp.

In addition, the agreement includes a regulatory trans-
fer from Sabesp to the Municipal Fund for Environmental
Sanitation and Infrastructure of (i) the annual sum of R$30
million in the first five years of the contractual term; and
(ii) from the 6" year of the agreement onwards, 4% of
the net revenue earned in the Municipality, which will be
transferred to the tariff, as authorized by Arsesp in the
Second Ordinary Tariff Review.

In addition to improving services in Guarulhos, which, with
a population of 1.3 million, is the second most populous city in
the State of Sao Paulo, the agreement contributes to the clean-
up of the Tieté River and guarantees legal, financial and asset

security to Sabesp, its shareholders and creditors, as well as
enabling the Company to provide quality services directly to the
population. Furtherinformation about the Adjustment Agree-
ment and the Agreement with Guarulhos can be found in
the Material Fact'” published on December 12, 2018.

DEBIT BALANCES OF THE OTHER
MUNICIPALITIES SERVED ON A WHOLESALE BASIS

Among the municipalities to which Sabesp supplies
water on a wholesale basis, Maua and Santo André con-
tinue to record a significant history of default. In 2015
and 2016, the Company signed Memorandums of Intent
with Santo André and Maua, respectively, in an attempt to
recover the amounts owed and to reestablish commercial
relations. However, negotiations were interrupted in 2016.

The Company signed a new Memorandum of Intent with
the municipality of Santo André in March 2019 to draw up
studies and assessments, with a view to the establishment
of commercial relations and consideration of the existing
debts. The negotiations with the municipality of Maua that
were announced in April 2018 have not made any progress.

Proposal to amend the Sanitation Legal Framework

Sabesp’s operations take place both in locations where
responsibilities for planning, supervision and regulation, in-
cluding the tariffs for basic sanitation services, are assigned
tothe municipalities, as well as in locations where they are
shared between the state and the municipality. Federal
Law No. 11,445/2007 introduced national guidelines for the

17 - Material Fact on the contract with Guarulhos: https.//bit.ly/2CqGcA5
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contracting and provision of the services, and subsequent-
ly Federal Decrees No. 7,217/2010, 8,211/2014, 8,629/15
and 9,254/17 regulated the application conditions of the
aforesaid law.

Federal Law 11,445/2007 requires the States to set
up independent entities with the responsibility to regu-
late, including tariffs, and also to monitor and oversee
the services. Supplementary State Law 1025/2007 gov-
erns Arsesp’s regulatory and supervisory responsibili-
ties in relation to the basic sanitation services that the
Company provides in municipalities that have accepted
the state agency’s rules. The guidelines according to
which the Company adjusts its tariffs were defined by
State Decree No. 41,446/1996, which was ratified by
Federal Law 11,445/2007, and regulated by resolutions
issued by Arsesp.

However, on December 28, 2018, the Presidency of
the Republic published Provisional Measure No. 868
(MP 868), which proposes to amend Federal Laws Nos.

11,445/07, 9,984/00, 10,768/03 and 13,529/17. This mea-
sure is valid for 120 days (sixty days, extendable once
only for a period of the same length] from the date of
publication and its conversion into law is awaiting ap-
proval by the National Congress.

Although MP 868 has been in force since its publica-
tion, it is currently not possible to predict its impacts on
the agreements that will be signed while it is force. If the
measure is converted into law, the Company’s business,
operating results and financial condition may be affected.

ECONOMIC-FINANCIAL PERFORMANCE

In 2018, the Company posted a net income of R$2.8
billion, against the R$2.5 billion registered in 2017.

Net operational revenue (including construction rev-
enue) came to a total of R$16.1 billion, a 10.1% increase
over the previous year.
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Gross operating revenue from the provision of sani-
tation services (excluding construction revenue) totaled
R$14.3 billion in 2018, which is an increase of R$2.1
billion, or 16.6%, by comparison with the R$12.2 billion
figure registered in 2017.

Theincrease in gross operational revenue can mainly
be attributed to the following factors: (i) the 7.9% tariff
repositioning since November 2017, (ii) the 3.5% tariff
repositioning since June 2018, [iii) a 1.5% increase in
the total volume billed, and (iv] the agreement with the
municipality of Guarulhos in 2018.

Construction revenue declined by R$350.0 million, or
11.1%, by comparison with 2017. The variation is mainly
due to the greater investment made in the construction
of assets within the municipalities operated in 2017,
particularly in the Sao Lourenco Production System.

In 2018, costs, administrative and commercial
expenses and construction costs showed a 2.8% in-
crease (R$297.0 million). Disregarding the effects of
construction costs, the increase was 8.4% (R$637.8
million). The share of costs and expenses in net reve-
nue was 68.0% in 2018, compared with 72.9% in 2017.
For further information regarding the composition and
changes in costs and expenses, see the Earnings Re-
lease, which is available on the Company’s website at
www.sabesp.com.br/investidores item Financial and
Operational Information in the top menu.

Adjusted EBITDA showed a 24.1% increase, rising
from R$5,269.3 million in 2017 to R$6,540.6 million

in 2018, and the adjusted EBITDA margin was 40.7%,
vis-a-vis the 36.1% result seen in the previous year. Ex-
cluding the effects of construction revenue and costs,
the adjusted EBITDA margin was 48.8% in 2018 (versus
45.4% in 2017).

INVESTMENTS

In 2018 the Company invested the sum of R$4.2 bil-
lion. Out of this total, R$2.1 billion are investments that
did not affect cash. The table below details the invest-
ments made, broken down between water, sewage and
the region:

R$ million current WATER  SEWAGE TOTAL

SAQ PAULO METROPOLITAN REGION 1,986.3 1,495.7 3,482.0

REGIONAL SYSTEMS
(INLAND AND CoasT)  338-0 3574 695.4

TOTAL 2,324.3 1,853.1 4,177.4

Note: Does not include the commitments assumed under the

program agreements (R$207 million).

For the period from 2019 to 2023, the Company plans
to directly invest about R$18.7 billion, with R$ 7.7 billion
of this being in water and the remaining R$11.0 billion in
sewage collection and treatment:

2019-2023 INVESTMENT PLAN (r$ mitiion)

3,505 3.623
470

3500 607
3,000
2,500
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Margin EBITDA
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2018 2017 2016 2015 2014

Reconciliation of Adjusted EBITDA'® [Non-accounting Measurements) - R$ million

2018 2017 2016 2015 2014

Netincome 2,835.1 2,519.3 2,947.1 536.3 903.0

Financialincome 1,264.3 458.1 (699.4) 2,456.5 635.9

Depreciation and amortization 1,392.6 1,301.9 1,146.6 1,074.1 1,004.5

Income tax and social contribution 1,077.3 984.3 1,181.9 51.2 371.8
Other operating revenues/expenses, net'”  28.7 5.7 (4.7) (143.8) 3.5
Adjusted EBITDA 6,540.6 5,269.3 45715  3,974.3 2,918.7
Adjusted EBITDA margin 40.7 36.1 32.4 33.9 26.0

Construction revenue 2,802.7 3,150.9 3,732.9 3,336.7 2,918.0
Construction costs 2,739.7 3,080.5 3,651.4 3,263.8 2,885.5

) _ AdjustedEBITDA | /., \ 51950 44900 39014 2,886.2
excluding construction revenues and costs

Adjusted EBITDA margin
excluding constructifm revenues and cogts 48.8 45.4 43.3 46,6 34.4

18 - Adjusted EBITDA (“Adjusted EBITDA") corresponds to net income before: (i) depreciation and amortization expenses; (i) income
tax and social contribution; (iii) the financial result and (iv) other net operating revenues/expenses. Adjusted EBITDA is not a measure
of financial performance according to the accounting practices adopted in Brazil, or the IFRS - International Financial Reporting
Standard, nor should it be considered in isolation or as an alternative to net income, as a measure of operational performance,
or as an alternative to operational cash flows, or as a liquidity measure. Adjusted EBITDA has no standardized meaning, and the
Company’s definition of Adjusted EBITDA may not be comparable to those used by other companies. The Company’s management
believes that Adjusted EBITDA provides a useful measure of its performance, which is widely used by investors and analysts to
evaluate performance and compare companies. Other companies may calculate Adjusted EBITDA in a different way to the Company.
Adjusted EBITDA is not part of the financial statements. Adjusted EBITDA is designed to present an indicator of operational economic
performance. Sabesp’s adjusted EBITDA is equal to net income before net financial expenses, income tax and social contribution,
depreciation and amortization, and other net operating revenues/expenses. Sabesp’s Adjusted EBITDA serves as a general indicator
of economic performance and is not affected by debt restructuring, interest rate fluctuations, changes in the tax burden, or levels
of depreciation and amortization. As a result, Adjusted EBITDA serves as an appropriate instrument for a regular comparison of
operating performance. In addition, there is another formula for calculating Adjusted EBITDA that is adopted in clauses of some
financial commitments. Adjusted EBITDA allows a better understanding not only of operational performance but also of the Company’s
ability to meet its obligations and raise funds for investments in capital goods and working capital. However, Adjusted EBITDA, has
limitations that prevent it from being used as an indicator of profitability because it does not take into account other costs resulting
from Sabesp’s activities or certain other costs that may significantly affect its profits, such as financial expenses, taxes, depreciation,
capital expenses and other related charges.

19 - Other operational revenues consist of gains on sales of property, plant and equipment, sales of public notices, sale of electricity
rights, indemnification and reimbursement of expenses, fines and sureties, leasing of real estate, re-use water, Pura’s projects and
services and are shown net of Cofins and Pasep. Other operational expenses consist of the write-off of concession assets due to
obsolescence, deactivated construction works, unproductive wells, economically unviable projects, loss of fixed assets and surplus
cost of commercialized electricity.
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INDEBTEDNESS

In 2018, total debt amounted to R$13.2 billion, by com-
parison with the R$12.1 seen in 2017. Amortization in the
period totaled R$1.7 billion. The increase in total debt
was partially due to the dollar’s and yen's appreciation
against the Real, which raised the amount of foreign
currency denominated debt to R$6.7 billion (in 2017 the
figure was R$5.7 billion), an amount equal to 50.7% of the
total indebtedness. The dollar ended the year at a price
of R$3,8748, which represents a 17.1% increase against
2017. The yen rose from R$0.02940 as at December 31,
2017 to R$0.03527 as at December 31, 2018, which is an
appreciation of 20%.

Although there was this increase in debt, there was
a reduction in the covenant ratio (financial leverage
indicator) “Total Debt/Adjusted EBITDA” which dropped
from 2.27 times in 2017 to 1.99 times in 2018. This level
of indebtedness is below the contractual limit of 3.65
times, which is a requirement of some issues of the
Company’s debentures (15, 17, 19" and 20™). This
covenantis also included in the 2020 Eurobonds, in the
AB Loan and in the Syndicated Loan (Deutsche Bank
US$150,000,000].

The most recent issues of debentures (215 and 22" |s-
sues) use the covenant ratio “Adjusted Net Debt/EBITDA”,
with a limit of 3.5 times, with Net Debt corresponding to
Total Debt minus cash and cash equivalents, in addition
to net marked-to-market value of foreign currency-de-
nominated hedge transactions, as defined in the deeds
of issue. This change seeks to align the indicator with
market practice, which for the most part uses the net debt
indicator. At the end of 2018 the covenant ratio "Adjusted
Net Debt/EBITDA" stood at a level of 1.52 times.

Sabesp does not use currency hedging instruments. The
foreign currency debt is very low cost, has diluted payment
flow and a long-term maturity, enabling the Company to
mitigate and offset the effects of the FX variation.

The Company has adequate access to the domestic
and international credit markets, maintaining strong
relationships with public sector banks, particularly the
National Bank for Economic and Social Development
(BNDES) and the Federal Savings Bank (Caixa Econémica
Federal], as well as multilateral agencies such as the IDB
(Inter-American Development Bank], IBRD (International
Bank for Reconstruction and Development] and JICA
(Japan International Cooperation Agency). In this way,
it benefits from an extended debt amortization profile,
at financing costs compatible with its investment cycle,
particularly those granted by domestic official banks and
multilateral lending agencies.

The ratings assigned to Sabesp remained stable
throughout 2018. Of the main rating agencies, only S&P

reviewed the credit rating. Thus the long-term domestic
rating that was brAA-, at the end of 2017, went to brAAA
in 2018, while the global scale rating went from BB to
BB-, reflecting the downgrade of Brazil's foreign currency
credit rating by S&P from BB to BB-. The Company’s
ratings at the end of 2018 are shown below:

e oibra) BTN brann
Scale
laisl BB Ba2 BB-
Scale

Additionally, in February 2019, the final installment of
Sabesp’s 15" Debenture Issue was repaid and in March,
full early redemption was made of the R$250 million
balance of the 20" issue of debentures.

FUND-RAISING

In 2018, the Company contracted a sum of R$1.4
billion, used to rebuild cash, to refinance financial com-
mitments and to finance its investment plan. In Febru-
ary 2018, Sabesp made its 22" Issue of Debentures, in

COMPANY'S PUBLIC CONTROL
ALLOWS ACCESS TO
ADVANTAGEOUS LOANS

FROM NATIONAL \@’
PUBLIC BANKS (
AND INTERNATIONAL
FINANCING AGENCIES.
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the total amount of R$750 million, divided into three
series. The first series, in the amount of R$100 million,
maturing in 3 years, single repayment and remunera-
tion of the CDI rate + 0.58% p.a., the second series, in
the amount of R$400 million, maturing in 5 years, re-
paymentintwo annualinstallments and remuneration
of the CDl rate + 0.90% p.a., and the third series, in the
amount of R$250 million, maturing in 7 years, repay-
ment in two annual installments and remuneration of
the IPCA rate + 6.00% p.a. The funds were used for the
refinancing of financial commitments that matured in
2018 and to rebuild cash.

In December 2018, the Company signed financing
agreements with the Caixa Econdmica Federal for a
total of R$652.2 million. These loans were selected by
the Ministry of Cities - Advance Cities Program. The
funds come from the FGTS (Government Severance
Indemnity Fund for Employees) and will be used for
water supply and sanitary sewage construction works
and services in municipalities located, for the most
part, in the Sao Paulo and Campinas Metropolitan Re-
gions. The total term is of up to 24 years, with a grace
period of up to 4 years and interest pegged indexed
to the TR (Referential Rate) plus 6% per annum, plus
an administration fee of 1.4% a year and a risk fee of
0.5% a year®,

R$ 2«8 BI

PROFIT

rR$27.5 BI

MARKET VALUE

rR$4 3.6 Bl

ASSETS

STOCK MARKET

In 2018, the Ibovespa index closed up 15.0%, boosted
by political and economic expectations, while Sabesp’s
shares ended the year at a price of R$31.50, which was
a5.5% decline by comparison with the R$34.33 recorded
atthe end of 2017. The Company’s capitalization process
was halted and the disclosure by Arsesp of Sabesp’s Tar-
iff Repositioning Index of 3.5070% was regarded as less
than that which had been estimated for the Company.
In this context, the agreement with the municipality of
Guarulhos, which was signed on December 12, 2018,
was not enough to overcome the market's disappoint-
ment in the previous months.

Sabesp’s ADRs closed down 21.2%, at US$8.02, im-
pacted by events in the Brazilian market and due to the
17.1% depreciation of the Real against the US Dollar in
2018.In the same year, international stock markets ended
the year in decline for a number of factors, with the US
market as follows: Dow Jones -5.6%, NASDAQ -3.9% and
S&P 500 -6.2%. The Company’s shares participated in
100% of the B3 trading sessions and the annual finan-
cial volume traded was R$12.3 billion, which is a 2.4%
decrease against 2017.

Onthe New York stock exchange, the year ended with
125.3 million ADRs being traded and an annual financial

R4y 2 Bl

INVESTMENT

Pt
‘ rR$2.3 BI

WATER

$1.9 BI

SEWAGE

20 - Further information on the Company’s sources of financing can be found in Note 17 to the 2018 Financial Statements.

Available at https://bit.ly/2urUz2z
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MANDATORY MINIMUM
DIVIDEND PAYMENT

A7’ POLICY WILL BE
@A  MAINTAINED UNTLL
SERVICE IS UNIVERSALIZED.

volume of US$3.9 billion, which was 11.4% less than in
2017. The equity value of the shares ended the year at
R$28.59, which was an 11.5% increase by comparison
with 2017. In 2018, Sabesp continued to be included in
one of B3’s main indexes and continued to be monitored
by the market’s main financial institutions.

TARIFFS AND REGULATION

In May 2018, Arsesp announced the outcome of the
Final Stage of Sabesp’s 2" Ordinary Tariff Review, which
resulted in a tariff repositioning index of 3.5070%. In light
of this result, which was considered to be below expecta-
tions, Sabesp filed a request for reconsideration with Ar-
sesp together with a request for clarification and revision.

The request for reconsideration consists of an ad-
ministrative appeal addressed to Arsesp’s President,
requesting a review of the regulatory decision based on
Arsesp Resolution No. 794/2018 and aims to apply the due
compensatory adjustment on revenue, electricity cost and
investments measured during the first cycle. The request
for clarification and revision requests: i) an explanation
of the reasons that led to a significant reduction in the
final projections of OPEX for the period 2017 to 2020; i) a
revision of the X Factor calculations: iii] a revision of the
calculations of the compensatory adjustment on account
of the delay in the application of the 2" Ordinary Tariff
Review; and iv) revision of the calculation of the financial
component in relation to municipal funds.

In response, in February 2019 Arsesp decided to re-
fuse the aforementioned request for reconsideration
(administrative appeal). With regard to the request for
clarification and revision, Arsesp corrected the X Factor
and the compensatory adjustment on account of the
delay in the application of the 2" Ordinary Tariff Review,
which will imply an index of 0.8408%, to be applied in
May 2019, together with the annual tariff adjustment.

For the purpose of providing reliability, clarity and
security to decision-making in the regulatory process
related to Arsesp’s 2019-2020 Regulatory Agenda, in
November 2018, Arsesp opened Public Consultation
No.09/2018, the result of which was announced in Janu-
ary 2019. One of the topics of the 2019-2020 Agenda is the
regulatory criteria for recognition in the tariffs of trans-
fers to municipal funds for basic sanitation, expected to
be concluded in the first half of 2019. For this discussion
Arsesp opened Public Consultation No. 02/2019.

DIVIDENDS

In accordance with the Company’s Bylaws, the com-
mon shares are entitled to the mandatory minimum
dividend, which corresponds to 25% of net income for
the year, obtained after deductions determined or per-
mitted by law and that can be paid in the form of interest
on equity.

In addition, in 2018, the Company drafted its dividend
distribution policy, to which it added that the payment
of the mandatory minimum dividend will be maintained
until such time as universal access to basic sanitation
services is achieved in the area operated. The policy
also provides that dividends may be paid in the form
of interest on equity. In this case, the income tax levied
on the amount to be paid to the shareholder will be
considered an additional dividend.

In 2018, Sabesp distributed dividends in the form
of interest on equity in the amount of R$703.9 million,
related to 2017, which translates into around R$1.0298
per common share, a pay-out of 27.94% and a dividend
yield of 3.0%. In relation to 2018, the Board of Directors
resolved on the proposal to pay interest on equity in
the amount of R$792.2 million, which corresponds to
R$1.15900 per common share, a payout of 27.94% and
a dividend yield of 3.68%, with payment scheduled to
commence on June 28, 2019.
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ENVIRONMENTAL MANAGEMENT

INNOVATION AND
TECHNOLOGY FOR
THE BENEFIT OF
SUSTAINABILITY
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Treated wastewater in Varzea Paulista/Sewage Treatment Plant - located in the countryside of Sao Paulo

98 59



PURSUIT OF INNOVATION

AND TECHNOLOGY ADDS
EFFICIENCY AND ENVIRONMENTAL
SUSTAINABILITY TO OPERATIONS.

BASIC SANITATION HAS sustainability
at its heart, with a positive impact on public
health, the quality of people’s lives and the

socioeconomic development of the area served.

At Sabesp, environmental management is backed up by a
set of procedures that combine environmental issues with
business guidelines. In addition, the quest for innovation
and technological increase makes up one of the Company’s
strategic lines, encouraging research, design, and the adop-
tion and dissemination of new sustainable solutions that
add technology and efficiency to water and sewage services.

With the understanding that environmental manage-
ment requires the involvement and commitment of the
operating areas to raise efficiency levels, Sabesp has,
over the last years, promoted a redirection in its operating
strategy, which for many years had an absolute focus on
the implementation of sanitation works and services.
In this way, the Company is increasingly committed to
promoting improvements in its operational site, aiming
at compliance with environmental legislation and sus-
tainable development.

Supported by an Environmental Policy, the Company
aims to achieve the integrated development of its activities
by means of corporate programs which are focused on op-
erations. For this task, in 2007 an environmental corporate
area was set up, along with Environmental Management
Centers (NGAs] at the Company’s Business Units, where
they act as environmental management operational agents.

These programs are disseminated throughout the en-
tire area operated by means of the NGAs, ensuring the
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uniformity of procedures and information, and based on two
pillars: namely the maintenance of environmental compli-
ance and of changing the environmental culture at Sabesp.

ENVIRONMENTAL MANAGEMENT SYSTEM
AND IS0 14001 CERTIFICATION

In 2018, on the operational front, Sabesp continued
with the progressive implementation of the Environmen-
tal Management System (SGA in Portuguese) at STPs
and WTPs. Structured in 2009, this corporate program is
based on the main guidelines of ISO 14001, with a focus
on the development of preventive and sustainable actions,
with improvement in the operation and of the processes
at the treatment plants, as well as minimizing accident
risks and generating environmental liabilities.

Since 2015, Sabesp has been working with a mixed
model, with ISO 14001 being applied to a limited number
of certified plants, and the Company uses its own envi-
ronmental management model (known as SGA-Sabesp)
for the other plants, without certification objectives. The
model was developed with a view to streamlining the pro-
cess of implementing this system at the various business
units, with its main emphasis being on facilitating the
incorporation of environmental management tools into
the operational routine.

Over the course of 2018, the SGA was implemented
at 94 plants (water and sewage plants), maintaining 1SO
14001 certification at another 35 plants. In all, the SGA
is presentin 271 water and sewage Sabesp’s plants, with
annual targets for expansion of the system and with the
prospect of its being implemented at all the plants in
operation by 2024.

MAINTAINING COMPLIANCE AND
CHANGING ENVIRONMENTAL
CULTURE COMPANY ARE THE
TWO PILLARS OF THE SABESP
POLICY FOR THE THEME.

TRAINING OF MULTIPLIERS FOR THE PROTECTION OF THE ENVIRONMENT

1031203 103 | 413 Based on the Environmental Policy,
Sabesp’s environmental actions are also directed towards
the dissemination of the message of sustainability and
knowledge about the correct use of the installed sanita-
tion structure. In addition, it depends on the involvement
of society and partnerships with educational institutions,
town halls and non-governmental organizations in order
to promote initiatives that encourage mobilization for
preservation and respect for the environment.

This is the objective of the Corporate Environmental
Education Program (PEA Sabesp), which integrates ac-
tivities of various types such as courses and lectures in
schools, plays, tree plantations, contests, beach and river
cleanup efforts, monitored to STPs and WTPs. Activities
are also held on commemorative dates such as World
Water, Environment and Tree Day.

The program begins with the preparation of disseminat-
ing agents, both Sabesp’s employees and members of civil
society, through courses and activities in environmental
education, with the purpose of training multipliers on good
environmental practices and the message on the impor-
tance of sanitation for the society. In 2018, the Sabesp PEA
gave more than 1,300 environmental education talks and
received more than 1,500 monitored visits to the Company’s
facilities, catering to around 75 thousand visitors.
413-1In this sense, it's worth mentioning initiatives de-
veloped in partnership with local governments, schools
and local entities to carry out environmental commem-
orative events, as well as teacher and student train-
ing activities, in order to encourage reflection on the
preservation of natural resources and the valuation of
sanitation and its benefits.

In 2018, the “Guardians of the Planet” project and
other initiatives in Botucatu involving thousands of
elementary, middle and technical students are high-
lighted. Another highlight is the 5" National Child and
Youth Conference for the Environment (which brought
together 1,500 students in the municipality of Lins), a
Competition for Water and Electricity Savings in the
municipality of Itapetininga, collective planting 600
seedlings in the streets of Santa Cruz do Rio Pardo
and social and environmental education work for the
community in the area around the Humaita STP in the
municipality of Sao Vicente.

In addition, there is a corporate environmental train-
ing program for the Company’s employees with specif-
ic courses aimed at the operational areas, managers
and leaders, covering topics such as the management
of water resources, environmental legislation and envi-
ronmental management practices in the operation, with
more than 1,600 people receiving training in 2018.

SABESP COUNTS ON
159 EMPLOYEES AS
REPRESENTATIVES IN DIFFERENT
FORUMS: NATIONAL AND STATE

WATER COUNCILS AND PAULISTA AND
INTERSTATE RIVER BASIN COMMITTEES.

INITIATIVES FOR EFFICIENT MANAGEMENT OF WATER RESOURCES

Sabesp participates in and acts in the various levels
of the National Water Resources System. It has a seat on
the National Council of Water Resources [CNRH), highest
instance of the System, which holds a seat in the Board’s
plenary and in six of its technical chambers. In the State
Water Resources Council (CRH), Sabesp has represen-
tation in all seven technical chambers.

The Company also takes part in all of the State of
Sao Paulo’s 21 Water Basin Committees and in the 4
Interstate Committees, giving priority to the activities in
the chambers that deal with Planning, Sanitation, En-
vironmental Education and Charging for Water Use. In
total, Sabesp has 159 employees who act as institutional
representatives in these forums.

In 2018, the Company disbursed R$78.7 million by way
of payment for the use of the water resources of rivers
under federal and state controlin the hydrographic basins
of river Paraiba do Sul, Piracicaba, Capivari and Jundiai,
Sorocaba and Médio Tieté, Baixada Santista, Alto and
Baixo Tieté, Tieté Batalha, Tieté Jacaré, Ribeira de Iguape
and Litoral Sul, Pardo, Baixo Pardo and Grande, Sapucai
Mirim and Grande, and Mogi-Guacu. Also in 2018, the
committees Mantiqueira, Turvo Grande, Médio Parana-
panema, Pontal do Paranapanema and Aguapei/Peixe
started the collection process. It is expected that 2019
will see the start of charges being made Northern Coastal
Region, Sao José dos Dourados and Alto Paranapanema.

Charging for the use of water is a topic of great interest
to Sabesp, bearing in mind its relevance in the national
debate regarding scarcity and awareness in relation to
the rational use of this resource. It is also an import-
ant source for financing for the actions planned by the
Committees for the recovery and preservation of water
resources. Another topic of interest to the Company is fo-
cused on the classification of the bodies of water and the
need to establish a pact for water quality goals associated
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CONSERVATION UNITS ARE
OPEN TO UNIVERSITIES AND
NON-GOVERNMENTAL

ORGANIZATIONS FOR
ENVIRONMENTAL STUDIES.
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with its uses. Among otherissues, it is worth highlighting
that laws are being drafted for the protection of water
sources used for water supply.

With regard to the grants, the existing operating com-
plex is the subject of the Corporate Program for Obtain-
ing and Maintaining the Grants of Right of Use of Water
Resources, involving, in particular, the collection grants
and the effluent discharge grants, and, as far as environ-
mental licensing is concerned, the Corporate Programs
for Obtaining and Maintaining Environmental Licensing
of STPs, WTPs and Sewage Pumping Stations (SPSs), the
licenses for which have to be renewed from time to time.

For the environmental licensing of new projects, when
necessary, forest recovery obligations are established,
by way of environmental compensation, so that Sabesp
is implementing the Corporate Program for Regular-
ization of Terms of Commitment for Environmental
Recovery. This program envisages the planting and
maintenance of 1 million seedlings of regional native
species over a ten-year period in order to meet current
obligations as well as future environmental compensa-
tion resulting from the implementation of new ventures.

Currently, 416 thousand seedlings have been planted
and are being cared for in the Cantareira System, in the
area around the Cachoeira reservoir, and 58 thousand
seedlings in the Vale do Paraiba, in the municipality of
Igarata. The planting and care of a further 150 thou-
sand seedlings in Cachoeira reservoir has already been
contracted together with another 110 thousand in the
municipality of Mirante do Paranapanema.

Due to the need to preserve water resources, the Com-
pany owns and maintains areas inside conservation units,
undertaking forest recovery (planting), in addition to super-
vision and monitoring work (see topic Protection of bio-
diversity, page 32). The areas are also made available for
environmental studies by universities and activities with the
involvement of society through NGOs and other institutions.

Since 1990, Sabesp has had two nurseries that have al-
ready produced more than 900 thousand native seedlings,
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of 170 different species, to meet the needs of the projects
for the restoration and reconstitution of riparian forest
in the area around the water sources that supply the Sao
Paulo Metropolitan Region. One of them is installed in
the Jaguari dam, Cantareira System, in the municipality
of Vargem and another in Alto Cotia WTP, municipality
of Cotia. The Company also maintains a nursery in the
Jales Sewage Treatment Plant, which provides annually
approximately five thousand seedlings of the species: Ipé
(white, pink, purple and yellow], calabura, angico, aroeira
pimenteira and palm tree.

CLIMATE CHANGE AND THE MANAGEMENT OF
GREENHOUSE GAS EMISSIONS

Climatic conditions and extreme events have a direct
impact on sanitation activities. Therefore, Sabesp’s en-
vironmental management is focused on technical train-
ing, the quantification of greenhouse gas emissions and
initiatives aimed at reducing these emissions, as well as
adapting to the current climatic conditions.

In this context, the Company has set up the Corporate
Program for the Management of Greenhouse Gas (GHG)
Emissions, which results in the preparation of annual
inventories for the measurement of these emission,
the promotion of awareness about climate issues and
incentive for actions that reduce GHG emissions in the
operation. These initiatives are in alignment with the re-
sponsibilities established in the guidelines and require-
ments of the State Policy on Climate Change (PEMC].
305-1 305-2 305-3 In 2018, Sabesp completed its 2017
corporate GHG inventory, totaling 2,369,715 tonnes of CO2
equivalent (tCO,e). The emissions relating to scope 1 to-
taled 2,130,164 tCO,e, scope 2 totaled 215,494 tCO. e and
scope 3 totaled 24,057 tCO,e. Thisis the 1 1t edition of the
annual inventory, which shows the same trend observed
in previous years, where sewage collection and treat-
ment activities are the largest sources of GHG emissions,
accounting for approximately 89.3% of the total figure.
Electricity consumption is the second largest source of
the Company’s emissions, accounting for 9.1% of the total
amount. Other activities account for approximately 1.6%.

The inventories of greenhouse gas emissions follow
the principles and requirements of NBR [SO 14,064:2007
Part 1 and the Brazilian GHG Protocol Program. The cal-
culation guidelines follow the methodologies by catego-
ries of atmospheric emissions of the Intergovernmental
Panel on Climate Change Guidelines for National GHG
Inventories (IPCC 2006). Since 2013, the GHG emissions
inventory was calculated using the Global Warming Po-
tential (IPCC), Second Assessment Report.
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Sabesp pays attention to the application of new tech-
nologies, especially those focused on Cleaner Production
(P&LJ, stimulating the best operational practices, which
result in the good management of greenhouse gas emis-
sions. Nevertheless, variations in the total results of the
inventories of GHG emissions are observed over time. This
is due to external factors such as changes in the national
average CO, emission factor of the National Integrated
System (SIN), used in the calculation of inventories. Due
to the nature of the activity and the ongoing evolution of
services toward the universalization of sanitation, there is
a growing trend in Sabesp’s GHG inventory results.

NEW TECHNOLOGIES: EFFICIENCY, COST AND SUSTAINABILITY

130 | 302 From the innovation standpoint, Sabesp seeks
initiatives that target technological development, sus-
tainability and greater economic and financial efficiency.
One example of this are the improvements that have
been implemented at the Franca Pinto Water Pumping
Station, which guarantees the water supply in the Vila
Mariana and Paulista Avenue regions, in the state capital.
In partnership with Enel (the former AES Eletropaulo) via
a Callfor Proposals, Sabesp replaced the pumps, panels
and inverters by more modern and efficient equipment,
in an attempt to reduce the plant’s energy consumption.

Also in partnership with Enel, via a Call for Proposals,
Sabesp is executing the replacement is in progress of
two sets of motor pumps of the Final Pumping Station
of the ABC Sewage Treatment Plant (STP), with the aim
of reducing the plant's consumption and optimizing the
process. A third initiative with the participation of Enelis
enabling the replacement of low-power electric engines
with high-performance premium class engines. Under
the agreement, Sabesp is remunerated at 40% of the
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total value of the project. We have already exchanged 12
engines with 4 water lifts.

Another outstanding project is the pump operating as
a turbine in the Tamboré reservoir, in the municipality of
Barueri. The project takes advantage of the hydraulic pres-
sure of the water in the pipes to generate energy, turning
that pressure into electricity with turbines, with the same
technology of acommon hydroelectric plant, butin smaller
scale. The forecast is to generate on average between 70
and 90 kWh/month. The energy generated is made avail-
able on the concessionaire’s network in exchange for an
equivalent discount of the bill paid by Sabesp.

Also noteworthy is the pilot project of the turbo-gener-

ator in the water supply sector Mussoliniin Sao Bernardo.
The equipment was placed in the treated water mains at
the mouth of the reservoir, using the pressure from the
water to convert the mechanical energy into electricity.
The energy generated will be used at the plant to reduce
expenditure on energy by 60%, with the surplus being
transferred to the concessionaire.
302-4 Also in 2018, in partnership with the distribution
companies CPFL Paulista and CPFL Piratininga, Sabesp
took part in a project aimed at replacing 79 electric
motors that were manufactured prior to 2009. Through
this action it was possible to obtain an increase in the
efficiency of these engines, represented by the average
savings of 5% of the energy consumed.

In line with the logic of the energy matrix’s diversi-
fication, in 2018, studies were initiated to implement a
photovoltaic plant at some of Sabesp’s sewage treatment
ponds. Sabesp'’s first photovoltaic plant is in the instal-
lation phase in the municipality of OrindiGva and has a
generation capacity of 1 MW.

The expectation is to generate around 1,200 MWh/year
in this photovoltaic power plant, which will provide elec-
tricity credits to offset the consumption in 376 Sabesp’s
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administrative and operational units, distributed in 125
municipalities in the state of Sao Paulo. The start of op-
erations is expected to begin in the second half of 2019.

In addition to these initiatives, the Company also
contributes to reducing greenhouse gas emissions by
means of the Sabesp Fleet Renewal Program, an ac-
tion that has been in place since 2011 which is focused
on the replacement of light vehicles that have been in
use for more than seven years and heavy vehicles that
have been in use for more than 20 years. By 2018, 84%
of the light vehicles and 73% of the heavy vehicles had
been replaced. In addition to this Program, the Company
follows the government’s guidelines regarding the use
of ethanol, a renewable fuel, for vehicles with flex char-
acteristics and Diesel S10 for heavy vehicles.

In addition to its environmental importance, economic
benefits and the modernization of management are gen-
erated by the Fleet Renewal Program, such as reducing
fossil fuel consumption, savings in terms of maintenance
and documentation, and revenue obtained from the auc-
tions for the sale of the replaced vehicles. As a result
of maintaining this program the fleet’s daily availability
achieved a 99.5% level, increasing the productivity of
operational activities. Since 2018, this indicator began to
be assessed as acceptable within the range of excellence
of between 95% and 100% availability.

RESEARCH AND INNOVATION

Sabesp is guided by the incentive to research and
disseminate new solutions that add technology and ef-
ficiency to the water and sewage services. This activity
is made possible by means of partnerships with educa-
tional institutions, entities that encourage research and
companies with state-of-the-art technology. In this way,
around R$10.6 million was invested in 2018 in RD&I proj-
ects using the Company’s own resources or those raised
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from development entities. In the last three years R$33
million were invested.

2018 saw the creation of the Corporate Program of
“Research, Technological Development and Innova-
tion”, which makes it possible to differentiate between
the financial resources spent specifically for this purpose
within its budget structure. These RD&I resources are a
differentialin Sabesp’s results and demonstrate the Com-
pany’s capacity for innovation and a pioneering approach,
which can produce fiscal, tariff and financial advantages.

One of the important partnerships, which has been main-
tained since 2009, relates to the Cooperation agreement
between Sabesp and Fapesp, which is aimed at financing re-
search projects at Higher Education Institutions in the State
of Sao Paulo, and which has already yielded 17 projects with
universities. Among the research partnerinstitutions are the
following: the University of Sao Paulo - USP, the Aeronautics
Technological Institute (ITA), the Federal University of Sao
Paulo - UNIFESP, the National Institute of Space Research
- INPE and the State University of Sao Paulo - Unesp. This
Agreement provides for R$50 million of non-refundable fi-
nancing, split equally between Sabesp and Fapesp.

In 2018, the second Agreement with Fapesp was
signed, the Small Companies Innovative Research
Program, which focuses on supporting the execution of
scientificand/or technological research at micro-, small-
and medium-sized companies in the State of Sao Paulo.

A Financing Agreement that was signed in 2015 with
the Brazilian Innovation Agency - Finep, has enabled
Sabesp to implement its “Technological Innovations Plan
for Sanitation”. The Plan has four projects: A system for
the production of reuse water for urban and industrial use;
biofiltration units for controlling odor from sewage pumping
stations, a drier for sludge from sewage treatment plants
(STPs] using solar irradiation, which is being implemented
in the municipality of Franca; and the Plasma Gasification
System using solid waste from plants, which is in the
process of being implemented at the Barueri STP.
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Technical cooperation agreements are another way
to promote the development of technologies on topics
that are a priority for Sabesp, such as loss reduction,
energy efficiency and alternatives for the treatment and
disposal of sludge. The technology for the use of ceramic
membranes for ultrafiltration of silicon carbide for the
recovery of wastewater from water treatment plants is
being compiled, based on an agreement that was signed
with a representative of a Danish company.

The Deed of Undertaking that was signed in 2017 with
the Federal University of Minas Gerais, in connection with
the project “Evaluation of the energy generation potential
of the biogas produced in anaerobic reactors applied
to the treatment of domestic sewage in Brazil” made it
possible to finalize the measurements and assessments
of the production of biogas at the STP in the municipality
of Varzea Paulista, in June 2018, which resulted in the
publication of various technical papers in a technical
journal of the sector.

2018 also saw the signing of a letter of intent with the
Associacao Prd-Ensino Superior in the municipality of
Novo Hamburgo for a technical cooperation agreement
with a fiber optics company to evaluate the technical,
economic and commercial viability of inserting fiber op-
tics for telecommunications in sewage networks. Anoth-
ertechnical cooperation agreement, which was signed in
2018, with the “Julio de Mesquita Filho” State University
of Sao Paulo was initiated to evaluate the technical and
environmental feasibility of the use of sludge from a
water treatment plant as a raw material for the base
and sub-base of road surfacing.

Also worthy of mention is the application of raw water for
verifying the matrix of dissolved organic matter, which was
carried outin eight of the SPMR’s water-production systems,
using an artificial intelligence project design developed by
the University of Akron (USA) to manage the formation of
by-products based on operational and fluorescence data.

In addition, a technical cooperation agreement s being
formalized with a company that manufactures photovol-
taic energy powered aerators. The goal is to improve the
efficiency of sewage treatment by increasing organic load
removal. The performance of the intermittent aeration
increment will be analyzed in technical and economic
terms, and the fluctuating structure of photovoltaic en-
ergy generation will be evaluated.

REDUCE, REUSE AND RECYCLE

Since 2008 Sabesp has had a program for the manage-
ment of solid waste generated by administrative activities
- the Programa Sabesp 3Rs (Sabesp 3Rs Program), with
the objective of organizing and standardizing selective col-
lection initiatives. As a result of this, actions and practices
have been defined to minimize the generation of waste, to
reuse it and forward it for recycling. Over this time more
than two thousand employees were trained and around
2,500 tons of recyclable waste was correctly earmarked.

In 2018, to strengthen the culture of responsible con-
sumption, in the municipality of Botucatu, activities for
the revitalization of the Sabesp 3Rs Program were de-
veloped, based on the diagnosis made, as well as the
dissemination of the guiding actions of the program. One
of the initiatives implemented, related to the reduction of
consumption of administrative materials, was the pro-

gressive replacement of fluorescent lamps with LED.
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SABESP UNDERSTANDS that

social responsibility must be a position

adopted within and outside the Company.

Guided by ethics, such conduct is present every day in
the relationship of transparency and respect for the cli-
ent, efficiency in the services rendered and appreciation
of the competence of its employees. The large invest-
ments in the expansion of sanitation infrastructure and
the strengthening of partnerships with society result in
the promotion of citizenship, with the provision of health
and quality of life for the population served.

VOLUNTARY ADHESIONS AND REPRESENTATIVENESS

102-12 102-13 Since 2007, Sabesp has been a signatory
of the United Nations Global Compact, demonstrating
its commitment, in an international business network,
to the sustainability issues of the planet. The Pact is
based on respect for human rights, labor issues, the
environment, transparency and the fight against corrup-
tion. The Company’s participation in the Pact is based on
its commitment to incorporate these principles into its
management strategy.

The Company supports and encourages the 17 Sus-
tainable Development Goals (SDGs), plus one of UN's
initiative that aims to stimulate actions over the next
15 years in areas of crucial importance to humanity,
the planet, countries and businesses. The SDGs are in-
tegrated into the Corporate Volunteer Program, which
has the purpose to carry out actions and encourage
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changes in behavior that contribute more broadly to

the social development of the population that is under
its influence.

INSTITUTIONAL PROGRAMS AND PARTNERSHIPS

For the 15" consecutive year, Sabesp renewed the
Child’s Friend Company Seal of Abring Foundation,
reinforcing the Company’s image and its socially re-
sponsible performance, helping to disseminate a cul-
ture of citizenship through initiatives aimed at Brazilian
children and youth. The renewal of the seal reiterates
the Company’s commitment to carry out actions in
favor of children and adolescents, conditions that stand
out in the companies recognized in the Child’s Friend
Company Seal.

In addition, it maintains the granting of the Sao Paulo
Diversity Seal, established by the State Government of
Sao Paulo, which aims to encourage public, private and
civil society organizations to insert this subject in their
human resources management and highlight good busi-
ness practices as a strategic action for equal rights.

The Company maintains an agreement with the As-
sociacdo Amigos Metroviarios dos Excepcionais (AME
or Subway Employees’ Friends of the Exceptional Asso-
ciation), via which a number of people with disabilities
operate at our customer service stations.

The Corporate Volunteer Program seeks to generate
transformations in communities in which it acts, motivat-
ing and generating the involvement of the largest possible
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number of employees. In addition to the campaigns, the
program acts in several socialinclusion actions, learning
and care for children, the elderly and those with special
needs, establishing partnerships with the communities
in the surrounding area, schools, orphanages and day
care centers, among other segments. Volunteer actions
are coordinated by a group of employees, with repre-
sentatives from all boards, who interconnect with the
network of volunteers.

The Winter Clothing Campaign organized by FUSSESP -
the State of Sao Paulo’s Solidarity and Social and Cultural
Development Fund, is one of the most complete and most
successful corporate actions. With more than 1.5 million
pieces, including warm clothing, blankets and other items,
the number surpassed the collection of 2017 and 2016, a
proof of the strength of Sabesp’s volunteer work. Among the
497 beneficiaries of the campaign are social and religious
entities, hospitals, shelters, day care centers, orphanages,
asylums and community centers, among others.

In all, there were 223 events held in three months of
many charitable actions, such as breakfasts, parades,
tolls, lunches and suppers. Such mobilization demon-
strates that, besides bringing quality of life to the popula-
tion of the State of Sao Paulo through sanitation services,
Sabesp also takes on the commitment of engaging in
social actions that reduce differences and contribute to
better world. Since 2002, the year in which it officially
began its participation, Sabesp has already collected more
than 48.2 million pieces.

INSTITUTIONAL CAMPAIGNS

Pink October - October is the month chosen to educate
our employees about the importance of breast cancer
prevention. Sabesp carries out several actions aimed at
raising awareness about the disease. This year the Com-
pany mobilized employees to collect headscarves and
turbans, which were donated to the Cancer Institute of the
State of Sdo Paulo (Icesp), contributing to the self-esteem
of women who are in treatment of the disease.

Blue November - Concerned about the health of its em-
ployees and their families, Sabesp has launched another
action to raise awareness and prevention of prostate
cancer. Every Friday in November, employees were invited
to wear a blue garment or accessory in support of the
Blue November Campaign, contributing to the worldwide
movement that calls attention to the importance of pre-
vention and early diagnosis of cancer.

Blood Donation = Already traditional at Sabesp, blood
donation campaigns are part of the annual Quality of

Life program. 177 employees were mobilized, contrib-
uting with 137 blood bags between employees, interns,
outsourced workers and family members, which were
used to donate blood to the blood banks of Hospital
Samaritano and Hospital Sirio-Libanés.

INSTITUTIONAL PROGRAMS FOCUSED ON THE SOCIAL AREA

Apprentice Program - Aligned with its objective of
evolution as a company, which by vocation is socially
responsible and in compliance with Law 10,097/2000,
Sabesp, since 2006 the Company develops the Apprentice
Program, which contributes to developing citizenship
and professional qualification of young people from 14
to 22 years old.

The purpose of the program is to contribute to the
training of young people, giving them an opportunity
to enter the labor market, as well as offering practical
learning, exchange of experience and integration be-
tween Sabesp employees, interns and apprentices. As
indirect positive impacts of this program, we highlight
a consistent technical-professional training in the ad-
ministrative, accounting, financial and human resources
segments. In addition, young people contribute to family
income because they receive remuneration and benefits.
This initiative has already opened opportunities for 3,792
young people.

With an 18-month contract between theory and on-
the-job training, the program is developed in partnership
with the National Service of Industrial Learning - Senai/
SP. In 2018, 485 young apprentices were admitted, and
the Distance Learning training course was used to train
apprentices who work in municipalities far from the
Senaischools, thus innovating the process. This project
had strategic importance, because it serves the geo-
graphical distribution of the Company, and can be ex-
panded in the next classes.

SABESP IS A SIGNATORY

TOTHE GLOBAL S‘ "“
COMPACT AND L &
THE UN SUSTAINABLE " ¥4a%"
DEVELOPMENT GOALS.
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SUPPORT AND SPONSORSHIP

By means of financial and/or institutional support,
Sabesp takes partin cultural, social, educational, sports
and environmental actions, promoting social develop-
ment in partnership with a number of civil society orga-
nizations, via the allocation of funds from budget funds
and tax incentives. These are actions and projects that
contribute to the respect for human rights, promotion
of social inclusion, mitigation of social impacts and en-
couragement of volunteering.

Culture Project: The participation of Sabesp in cultural
projects is significant; in 2018, about R$15 million were
distributed in 69 projects, disseminating the culture in
different artistic languages, such as music, cinema, the-
ater, dance, visual arts and literature. Sabesp believes
that the dissemination of culture is an important source
for the transformation of lives and that access to cul-
ture, the arts, memory and knowledge is a fundamental
condition for the full exercise of citizenship. The produc-
tive chain of culture is also a source of opportunities to
generate work and income.

Sports Incentive: Sabesp also recognizes the trans-
formational power of sports and has been supporting
several sports projects, both aimed at high perfor-
mance and sport as an instrument of education. In
2018 more than R$3.5 million were made available to
sponsor organizations. They offer activities that go be-
yond sports, promoting health, education, citizenship
and knowledge. This service is not limited to children

and young people directly benefited but extends to the
families and people around the communities, who are
also impacted.

Cancer Care Projects: With the purpose of contributing
to the improvement of cancer treatment in the country,
since 2015 Sabesp has been supporting projects of the
National Program of Support to Cancer Care (PRO-
NONJ. In the last 4 years, the allocation of resources
of approximately R$13 million has enabled the train-
ing of professionals, the expansion and qualification
of diagnostic and surgical services, the use of more
modern techniques and the provision of excellence
for cancer patients.

Projects for the Elderly, Children and Adolescents:
The State Fund for the Rights of Children and Adoles-
cents (FEDCA) includes special resources to assist this
audience. The funds are a key to make the Statute of
the Child and Adolescent (ECA] feasible and finance the
implementation of policies to care for children and ad-
olescents. In Sao Paulo, it is managed by Condeca-SP.

The State Fund for the Elderly is intended to finance
programs and actions related to the elderly population,
especially to ensure their social rights and create the
conditions to promote their autonomy and effective par-
ticipation in society. The use of the resources destined to
the Fund is carried out through the Call for Proposals,
which allows, in a more just and equal way, the selection
and financing of the best projects.

Sabesp allocated R$3.7 million to each of these funds
in 2018.

FINANCIAL INCENTIVES thousand R$

2014
Incentive to Culture — Rouanet Law 4,304
Incentive to audiovisual 5,572
Sports Incentive 2,130
Incentive to cancer care 0

Condeca 2,100
Fund of the Elderly 0

Total 14,106

2015 2016 2017 2018
396 7210 8,678 12,001
1,188 1252 6,001 3,000
396 3,615 3,600 3,700
396 3,600 3,600 3,750
0 3,600 3,690 3,700

0 3,600 3,690 3,700
2,376 28.877 29.259 29,851
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COMPLIANCE WITH LABOR,
TAX AND ENVIRONMENTAL
LAWS IS A REQUIREMENT
OF ALL SUPPLIERS.

SUPPLY CHAIN MANAGEMENT

For Sabesp, the supply chain management goes be-
yond the acquisition of products, materials and services,
seeking to establish partnerships, through which values
and principles are shared.

Our bidding procedures are executed based on Sabesp’s
Internal Regulation on Bidding and Procurement, which
is the instrument that specifies the procedures to be
adopted in compliance with the standards established
by Sabesp.

Bids and contracts require documents and premises
that prove the Company’s qualification for the business
relationship. In addition, the supplier is advised to com-
ply with labor, tax and environmental laws, including
the responsibility for irregular acts or facts practiced by
any subcontractor and/or outsourced, on behalf of its
employees and agents.

102-9 Currently, there are 10,463 representatives of com-
panies with an approved/accredited link to participate in
bids throughout the State of Sao Paulo. The amount spent
on suppliers in 2018 was approximately R$4.2 billion
related to investments and expenses. The main hiring
are related to electrical energy followed by chemical
products for water and sewage treatment, technical en-
gineering services (project, works management, works
execution and operation of water and sewage services)
and computer/telephony services.

103 | 301 Sabesp also uses the Third-Party Service Stud-
ies of the Government of the State of Sao Paulo - Specific
Social and Environmental Instructions in the definition of
its technical specifications. This study establishes environ-
mental actions, such as: rational use of water and energy
and electricity, reduction of production of solid waste, etc.,
Either through training employees of the contracted party,
or through raising awareness of all involved, or through
specificactions identified especially in the Technical Specifi-
cations and obligations of Sabesp and the contracted party.

To that end, our contractual instruments have a
clause requiring the compliance with the positions of

the Municipal, State and Federal legal provisions that
interfere in the execution of the works or services, high-
lighting the environmental legislation, especially Conama
Resolutions and State Law 12,684/07.

In addition to the purpose of reporting on the perfor-
mance of Sabesp’s hiring areas, this instrument provides
important information on suppliers’ good practices and
their awareness and actions for sustainable develop-
ment. The toxicological risks of the products used are
also evaluated to guarantee the safety of use in both the
water treatment plant and the final consumer.

This process also includes the following analyzes: as-
sessment of the production process, from the raw ma-
terial to the finished product; the verification of aspects
related to the environment and social responsibility; and
the promotion of fair trade, selecting suppliers with the
same level of quality and, under these circumstances,
seeking the lowest price.

Qualification of Suppliers - Sabesp has its own process
for the qualification of suppliers and their respective
products, for the purchase of strategic materials. Sup-
plier qualification covers a number of requirements, in-
cluding the production process, from the raw material to
the final product, and includes checks on environmental
liability, such as the product’s toxicological risks, and
social responsibility, such as fighting forced labor and
the use of child labor.

At this point, the qualification work of suppliers of fluor-
silicicacid, known as fluorine, which is added to the end of
water treatment, as established by Law 6050/1974, and its
regulatory decree 76,872/1975, deserves special mention.

This material, which undergoes strict quality control,
is evaluated according to procedures established by
ABNT NBR 15,784:2017 and must also comply with the
parameters established by Administrative Rule 5 of Sep-
tember 28, 2017 (Ministry of Health), resulting from the
reuse and purification of materials from the processing
of phosphate rock, which contributes to the preservation
of natural resources while protecting the oral health of
the population, strengthening dental enamel.

Transparency in Processes = The Company seeks to
provide the market with the maximum possible clarity in
relation to its procurement and contracting process, using
electronic bidding procedures, with preconditions for tak-
ing part, requirements for contracting and guidelines with
norms and principles imposed in its Internal Bidding and
Procurement Regulations. Electronic processes, in addi-
tion to reducing costs, offer suppliers and the population
a greater transparency, efficiency and agility.
Committed to conducting its business in a legal, ethi-
cal, transparent and professional manner, in accordance
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with the general requirements of anticorruption laws,
the Company extends to its suppliers, who represent it,
the obligation to assimilate, accept and enforce those
requirements by means of a declaration in which the
supplier registers that its business conduct is lawful.

In addition, the participation and regional contract-
ing of local suppliers is encouraged by the Company,
as provided for under Supplementary Law No. 123/06
and its supplements.

In compliance with State Decree No. 53,336/08, which
established the State Program for Sustainable Public
Procurement, each year Sabesp releases its Report on
Sustainable Public Procurement, which is drawn up in ac-
cordance with the guidelines established by the Govern-
ment of the State of Sdo Paulo’s Program for Sustainable
Public Procurement, with the main socio-environmental
actions and best practices applied to its supply chain.

103 | 301 Compliance - The potential risks identified
in the procurement and inventory processes are con-
tinuously monitored and reassessed, with new action
plans implemented whenever necessary to act directly
on the causes of these risks. In addition, Sabesp has a
Procurement Policy with Business Procedures, an Editing
Committee, which establishes rules and standards for
hiring the company, a Bid Management System (SGL])
and an Integrated Information System (SiiS).

From the Bidding Management System (SGL) and the
Integrated Information System (SIS) it is possible to ob-
tain management and operational information, which
can be grouped, analyzed and monitored according to
the Company’s management needs. Sabesp also has
functional authorities in its operating processes, deter-
mining rules, procedures and standards for its activities.
In addition, the requirements of the Sarbanes Oxley Act,
Anti-Corruption Law, Bidding Law, Code of Conduct and
Integrity, Audit Committee, etc. must be met.

SUSTAINABLE HIRING REPORT
Y HIGHLIGHTS SOCIAL
AND ENVIRONMENTAL
ACTIONS AND SUPPLIERS

BEST PRACTICES.
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CHILD LABOR — SABESP PLAYS ITS PART
IN MAINTAINING HUMAN RIGHTS

The bidding procedures at Sabesp set as a condition
of Qualification that the bidder declares its regular sta-
tus at the Ministry of Labor regarding the prohibition
of night shift or dangerous/unhealthy work to minors
under eighteen years old and any work under sixteen
years old. At the bidding stage, failure to comply with
this rule determines the disqualification of the bidder
and, during the contractual execution, any disclosure
of a breach of the rule may lead to termination of the
contract. In another front related to the measures taken
to contribute to the effective eradication of child labor,
we renewed the certificate granted by the Abring Foun-
dation for the 15 consecutive year.

The process of qualification of suppliers and their respec-
tive products also evaluates the production process, from
the raw material to the final product, checking aspects re-
lated to social responsibility, regarding the use of child labor.

FORCED LABOR

The measures taken by Sabesp to eliminate all forms
of forced or slave labor are the result of the study car-
ried out by the National Pact on the productive chains of
employers, which used labor analogous to slave labor.
Actions involving the registration of suppliers and par-
ticipation in bids and hiring were forwarded, at the time,
to the Management Committee of the National Pact for
the Eradication of Slave Labor.

Among the actions applied we highlight the follow-
ing: a) consult our area of registration to the “dirty list”
of the Ministry of Labor and Employment, to verify if
any of Sabesp’s suppliers are using labor analogous
to slavery; b) the obligation for bidders interested in
participating in bids or, in qualifying their respective
products in Sabesp, to declare that they do not use labor
analogous to slavery in their productive chain and; c)
the contractual provision that the contracted company
will assume responsibility for the eventual use of labor
analogous to slavery in its productive chain. Therefore,
we emphasize that the use of labor similar to Forced or
Compulsory Labor constitutes a ground for termination
of a contract with Sabesp.

RELATIONS WITH CUSTOMERS

Respect for society and for the customer, with the offer
of quality products and services, adequate tariffs and effec-
tive customer service is one of Sabesp’s strategic guiding

principles, which focus on boosting technology as a pillar
for improving excellence in the provision of the services.

Sabesp relies on the traditional service channels:
telephone and in-person, through 396 agencies installed
in the municipalities served and 13 mobile service units
and 02 Service Centers, and, digital service channels
- Virtual Agency and Sabesp mobile, where the client
can request the payment in installments of overdue
accounts, second copy of the bill - including paid bills,
copy of the barcode to pay via bank app, inform the bill
payment, report lack of water, make new requests for
water and sewage connections, among others.

Besides these options, the Company has been
investing in the use of technology to give more comfort
and ease to the life of the client. In March 2018, Sabesp
inaugurated the Agency Laboratory of Relationship,
which was installed in its largest movement agency,
in a region in need of the city of Sao Paulo, Av M'Boi
Mirim. This agency aims to function as a laboratory for
new technologies, processes, procedures and physical
structure. Currently, 20% of this agency’'s services have
already been converted into digital services, reducing
from 14 to 9 in-person service stations.

To increase the access and inclusion of hearing im-
paired clients, the new in-person service contracts have a
clause where the provider mustinclude service in Libras
(Brazilian Sign Language) to customers.

The Ombudsman’s Office, which is a qualified channel

for customer service, in the second instance, to handle
complaints, suggestions, reports of wrongdoing, criticism
and information. In 2018, from January to November,
the Ombudsman’s Office received about 81 thousand
contacts, which was a 20% decrease vis-a-vis the same
period in 2017.
102-43 102-44 |n order to improve its service, Sabesp
conducts a Satisfaction Survey on an annual basis, taking
into account the best market practices. In 2018, 6,216
interviews were carried out throughout the entire State
of Sao Paulo, which makes it possible to obtain results
with a 1.23% margin of error and a 95% confidence level.
The overall satisfaction indicator was 81%, which means
that out of every 10 customers, 8 stated that they were
satisfied or very satisfied with Sabesp.

PEOPLE MANAGEMENT

103|202 103 | 401 With the focus on Promoting Profes-
sional and Personal Development, the People Manage-
ment at Sabesp is directly related to the strategy through
the “People Valuation Guidelines”. 2018 was a challenging
year for people management at Sabesp, with the adap-
tations to the new Labor Law, the implementation of

TECHNOLOGY DEPLOYMENT
ENHANCES DELIVERY

OF SERVICE AND *
!»04

CUSTOMER
SUPPORT AND

EXPERIENCE.

E-social and adjustments to the Integrated System of
Information Sabesp (SiiS) implemented in April 2017.
Thus, the Company sought to adopt a more inno-

vative and flexible management model for people
management. Several projects were developed to in-
tegrate and leverage the efforts in a main purpose of
potentiating the organizational values to the future
challenges, seeking the commitment with the goals
and business results.

An important innovation implemented in 2018 was
Sabesp Network App, an mobile application developed
by the Information Technology Superintendency fo-
cused on ensuring fast access to various services and
also having a direct connection with the programs of
people management.

Sabesp adopts the People Management by Skills
model, which has been improved with the purpose of
offering a value proposition to the employees, capable
of increasing their commitment and engagement. Its
principles are: valuing people, managing the career and
improving skills. Reviews are continuously being made
in the search for excellence and to generate results. The
14,449 employees are the basis to ensure operational
excellence and are always under our attention, in addi-
tion to the 956 interns and 485 apprentices.

Of the total, 158 jobs are occupied by people with
disabilities, 37% of whom are physically handicapped,
9% are hearing impaired and 14% are visually impaired.
The average length of time that the employees have been
with the Company is 19.2 years. In 2018, the Company
had a 4.5% turnover rate, while overtime in relation to
normal hours worked was equal to 11.2% and the absen-
teeism rate was 2.2%. With regard to maternity leave,
of the 46 women who took advantage of this benefit,
57% returned to work (details in Detailed Quantitative
Information, page 85).

Career management is carried out on an ongoing
basis, and is guided by the Positions and Wage Plan,
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BENEFITS

MEAL VOUCHER AND FOOD

In the flexible benefit format, the monthly credit in the amount of R$1,228.35

VOUCHER corresponding to R 857.04 of meal voucher and R$371.31 of food voucher is distributed in
the respective benefits according to the percentages available.

EXTRAORDINARY BREAKTIME Amount of R$35.71 to those who extend the working day for at least 2 hours

Additional credit of R$371.31 to all employees on the Basic Food Supply card, in
AL compliance with the Collective Agreement 2018/2019.

CHILDREN'S COEXISTENCE Daycare managed by Sabesp with third party service, at Ponte Pequena. Capacity for 100

CENTER—CCl children up to five years old

incentive dismissal program)

GRANTED BY THE COMPANY

Employment guarantee to 98% of the staff on May 1, 2018 (except: dismissal for just
JOB SECURITY cause, employee’s initiative, retirement, death, termination of contract and voluntary/

COMPLEMENTARY Payment of the difference between the salary and the amount of the benefit paid by INSS,
SICKNESS AID to the retired due to illness or accident at work, for a period of up to 6 months

VACATION BONUS Fixed amount of R$1,861.51 + 50% of the difference between the fixed value and the salary + ATS

MEDICAL CARE Health Plan Sabesprev Pleno — employees’ contribution of 3.21% on the basic
(FUNDACAO SABESPREV) remuneration with the onlending of Sabesp. The benefit is extended to dependents
without adding value. Sabesp contributes with 7.4% of the Gross Payroll

Plano Sabesprev Mais (CD): wages up to R$5,337.80, contribution of 0.5% or 1%. Above
PRIVATE PENSION PLAN this amount, an additional up to 8% of the difference is paid. Basic Benefit Plan (BD)
(SABESPREV FOUNDATION) - Suspended adhesions and is linked to compensation. Formula: Remuneration up to
R$5,337.80 x 2.9648% and above R$5,337.80 x 25.1910%.

ADDITIONAL PAYM. NIGHT

SHIFT Additional 20% of the value of nighttime, according to current legislation

Compensation of overtime provided on holidays and paid rest at 100% of the regular time
WEEKLY PAID REST . L . . :
value, on the impossibility of granting compensatory leave in the following week

OVERTIME Paid with a 100% increase to the normal time value

ADDITIONAL PAYM.ON Payment to employees exposed to chemical, physical and biological agents (household
HAZARDOUS WORK sewage, noise, humidity, chlorine and others]. Additional 20 and 40% of the minimum wage

ADDITIONAL HAZARD Payment to employees exposed to dangerous agents (flammable fuel, explosives, ionizing
WORK radiation and electric power). Additional payment of 30% of the employee’s base salary

LEGAL

CHILDCARE AID AND

Reimbursement of childcare expenses for employees with children in the age group:

SPECIAL CHILDCARE AID up to 01 year = R$1,100.03; up to 06 incomplete years = R$367.24 and employees with
children with disabilities = R$734.49

Monthly supply of products for washing and disinfecting uniforms, to employees working
UNIFORM CLEANING . R A 2 : _
in activities with risks of contamination by biological agent (sewage)

DISTANCE DUTY Additional paid at the rate of 1/3 of normal hourly salary for employees who remain on

notice

TRANSPORTATION Provided to the system’s employees, the Company subsidizes expenses that exceed 6% of
VOUCHER the employee’s basic salary, according to legislation

approved in 2012, which establishes the development
structure of the professionals in their respective cate-
gories and positions. This process enables employees to
evolve and focus on their ongoing development in such
a way as to meet the business challenges.

The Positions and Wage Plan has a structure of three
categories of positions: Operational, Technical and Univer-
sity, which differ by activity characteristics and educational
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prerequisites. The model is guided by a regulation ap-
proved and aligned to the guidelines established by the
controlling entities of the Government of the State of Sao
Paulo, and any change must be submitted to their approval.

For the full exercise of each position, specific mini-
mum requirements must be met such as: educational
background, ability to deal with complexity, records in
class entities and improvement courses.

A Skills and Performance Assessment process is car-
ried out on an annual basis between the employees and
the managers and, after determining the level of skills,
an Individual Development Plan is drawn up, which allows
the progression of the essential skills so that Sabesp can
meet the challenges it has assumed.

The process also included the perception of the Or=-
ganizational Environment, which allows the analysis
of the internal environment and monitoring the em-
ployee’s satisfaction, allowing to identify the motivation
of employees in aspects such as leadership, relation-
ship, pride, valorization, among others. In 2018, the
Action Plans to Improve the Organizational Climate
were monitored.

From the point of view of labor relations and the level
of employment, people management has repercussions
on the operations and, therefore, on the financial results
of the Company. The level of employment refers to the
challenge of dimensioning the workforce in an efficient
way, to meet operational needs, avoiding both excess
labor (idle capacity) and scarcity, which can lead to ex-
cessive overtime and risk of labor claims.

Indicators related to People Management are most-
ly generated from data from the functional records
(from admission and payroll processes, among oth-
ers) contained in the SAP ERP System. These data are
extracted from the SAP in the form of reports, which
are then processed for the purpose of establishing
personnel indicators, which are used to make stra-
tegic decisions.

REMUNERATION AND BENEFITS

Sabesp uses a Skills Compensation model, to attract,
retain and develop qualified and committed professionals,
by offering career prospects and compensation that are
compatible with the market. To this end, Sabesp adopts
a single salary policy which is linked to the Positions
and Wage Plan, which seeks to maintain internal and
external balance, and which is guided by salary surveys
that are undertaken on an annual basis by specialized
external consultants.

Private Pension Plan: Sabesp also offers the option to
participate in a Private Pension Plan, whose purpose is to
supplement the retirement. In the Company, there are two
pension plans managed by Sabesprev: the G1 Benefits
Plan and the Defined Contribution Plan - Sabesprev Mais.
Since 2010, the employee can only opt for the Sabesprev
Mais social security plan, since the Benefit Plan (G1)
has been suspended due to its deficit characteristics.
Currently, the Pension Plan has 12,573 employees - 4,363

are from Benefit Plan - G1 and 8,510 from Sabesprev
Mais - in addition to more than 8,000 retirees/pensioners
currently assisted by the plans.

OTHER BENEFITS

PARE - Service to chemical dependent

employees: Alcohol, Tobacco and Other Drugs,
SOCIAL SERVICE with subsidized treatments in specialized clinics

(hospitalization, outpatient care with Social Work])

Through the Sabesp Association, it offers a

Group Life Insurance plan that guarantees
?f?sol.llngHEE compensation in the event of death or disability in

the amount of 20.9 base salaries of the employee

(without Sabesp allowance)

SUPERMARKET/  Agreements with supermarkets and drug stores,
DRUG STORE with total discount of the amount used in payroll
CARD in the following month (without Sabesp subsidy)

According to collective bargaining agreement
(8.5 minimum wages applied on the base date - May)

ENGINEER
MINIMUM WAGE

R$7,964.50 (May 2018)

In addition to the direct benefits, by means of
Sabesp Corporate University, the Company offers
educational subsidies and arrangements for courses
at various levels of training and formal education in
undergraduate degree programs, postgraduate degree
programs, secondary technical education courses, lan-
guage courses, professional development and distance
learning. Subsidies are offered exclusively to employees
while the educational arrangements are extended to
family members of all ages.

RELATIONSHIP WITH LABOR ORGANIZATIONS

Historically, the Company has a good relationship with
the representative entities (trade unions and associa-
tions), seeking to meet the employees main demands,
always observing the limits of its financial capacity and
the legal and governmental guidelines. In its labor re-
lations, Sabesp prioritizes negotiation as a way of re-
solving conflicts, substantially reducing the occurrence
of strike movements, which can compromise efficiency
and operational results. Out of the total number of em-
ployees, around 70% are members of trade unions.
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The main trade unions in the several professional cat-
egories are:
REPRESENTATIVENESS

UNIONS SABESP  NUMBER OF 7 PARTNERS
BASE PARTNERS  IN THE BASE

_Sil\l/::/aemaS[Union of \éVorkers

In Water, Sewage an

Environment of the State 10,708 7,552 70.53
of Sao Paulo)

ail;)tiusI [L(jnion. of WfoSrkers in

rban Industries of Santos,

Santos Coast, Southern 1,037 795 76.66
Coast and Vale do Ribeira)

SEESP (Union of Engineers
of the State of Sao Paulo) 699 195 27.90

SASP (Union of Lawyers
of Sao Paulo) / 176 41 23.30

SINTEC (Union of Industrial
Technicians of the State of 347 185 5331l
Sao Paulo)

Note: 1,500 employees are represented by trade unions
of their respective professional categories.

The main representative entities are:
ENTITIES AND PURPOSE PARTNERS

Associacao Sabesp - development of leisure, 5.978
sports, social and cultural activities ’

Sabesp Association of Retirees and Pensioners

- AAPS - defense of retirees and pensioners and 287
active employees eligible for retirement and also

the improvement of their quality of life

Association of University Professionals of

Sabesp/APU - represents employees of all levels,

to collaborate and influence the management of 409
sanitation, to expand the channels of participation in

the Company’s management and to improve

and develop professionals

Association of Administrators of Sabesp/ADMSabesp

- defense of interests and desires, promoting 138
professional valorization, taking care of the strict
observance of professional and functional ethics

Association of Engineers of Sabesp/AESabesp -

integration and defense of national and international 1.006
projection interests and promotion of technical ’
and cultural development

Loan and Savings Cooperative of Sabesp/CECRES 9989
Employees - offers more affordable credit lines ’

Sabesp Foundation of Social Security - Sabesprev -

a private supplementary pension entity responsible 13.676
for the administration of the pension plans (12,024) '
and medical care (13,065)

Brazilian Association of Sanitary and Environmental
Engineering/ABES - contribution to the knowledge and
improvement of the quality of life of Brazilian society.
Participates at national and state level of Conama,
National Council of Water Resources - CNRH, CONFEA,
State Environmental Councils and others

Brazilian Association of Infrastructure and Base
Industries/ABDIB - development of the Brazilian
infrastructure and national-based industry market and

its strengthening in international competitiveness standards
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COLLECTIVE BARGAINING

102-41 Employee claims are negotiated between Sabesp
and the Unions, always respecting the limit of their financial
capacity and legal and governmental guidelines, covering
100% of their staff. In May 2018, there was the collective
bargaining for the period 2018/2019, in which the benefits
were maintained and the salary readjustment of 1.29%.

PROFIT SHARING

The Company has adopted a Profit-Sharing Program,
which is used on an annual basis to encourage employ-
ees’ commitment to organizational objectives. The Pro-
gram follows the general guidelines set forth by Federal
Law No. 10,101/2000 and by State Decree No. 59,598/2013
and is the subject of annual negotiations with the Unions.

DISTRIBUTION OF ANNUAL PROFIT SHARING —em R$

PROFESSIONAL CATEGORY 2014 2015 2016 2017 2018
OPERATIONAL 2755 2,552 3128 3534 3975

TECHNICAL 3,698 3382 4082 4564 5244

UNIVERSITY 6,533 5958 6995 7.969 8927
MANAGERS 13,161 11,435 13781 15,842 17,884

SABESP AVERAGE 4,281 3904 4703 5289 6,041

* Average values by professional category

SABESP CORPORATE UNIVERSITY

In November 2001, Sabesp Corporate University (UES)
was created. This project brought great value to the
human capital and development of the professional, in
order to enrich the knowledge and skills of the employ-
ees. In a strategic way, the Corporate University emerged
at a key moment for the future of learning, the digital era
and distance education.

Accompanying the need to bring knowledge to all
Sabesp units spread throughout the state of Sao Paulo,
UES is aligned with the market and has the online
platform, an important tool that connects the entire
Company. The environment is multiplatform, that is,
the courses can be held on the desktop and also on
mobile devices (smartphone, tablet). With a modern and
practical interface, UES’s new learning environment is

more attractive. In addition to enabling the management
and monitoring of employee courses, it incorporates
new learning resources such as Corporate Social
Networking, Practical Communities, Learning Paths,
Dashboard for Managers (charts), Discussion Forums,
Knowledge Repository, among others.

Its main programs are: Technical training; Skill develop-
ment; Educational background (postgraduate / graduation/
technical-vocational / extension/ certification / languages);
Knowledge management; Distance learning; Social respon-
sibility; Quality of Life Leadership Development; Training of
Management Successors. The |dentification of the demands
comes from the Strategic Plan (Institutional Demands) and
the Skill Assessment and Performance (Individual De-
mands) and offers training opportunities for Employees,
Interns, Apprentices, Community and Third Parties.

A process in which the UES had an outstanding pres-
ence of extreme importance was the SAP implementa-
tion. The dissemination of knowledge was crucial to the
success of allemployees when learning about the system.

Anotherimportant challenge was to prepare the work-
force for all the changes implemented in the Code of Con-
duct and Integrity. A learning path has been developed
to address issues such as integrity, ethics, sexual and
moral harassment, diversity, corruption, fraud, conflict
of interest and nepotism, among others.

Through the virtual learning environment of Sabesp
Corporate University, employees periodically receive re-
lated subjects in different and modern formats, such as
homepage, videos, digital booklets, infographic, white-
board animation and dissemination of channels of direct
communication with the employee. The intention, when
exploring different technological resources, is to bring
knowledge on the theme in an easy, attractive and un-
derstandable language to all.

AVERAGEHOURS 727 330 399 471 689

PARTICIPATION 134,986 63948 87157 96761 88,658

TOTAL INVESTMENT

(R$ THOUSAND) 1662 4716 6202 9716 16,132

PERCAPITAINVESTMENT 789 332 439 711 1116

LEADERSHIP DEVELOPMENT AND MANAGEMENT SUCCESSION

In recent years, Sabesp Corporate University has
enabled the participation of managers and potential
successors in management development programs,
and this will continue to be a highlight in its annual
development planning.

SABESP'S MANAGEMENT TRAINING PROGRAM

The Corporate University made possible Sabesp’s
Management Training Program, directed to Officers
and Directors, in an online format with a 32-hour work-
load, the course content of which was approved by the
Superintendency of Risks and Compliance.

The program was conceived in view of Federal Law
13,303/16, known as the State Law, which required sig-
nificant changes in the governance and management
of state-owned and mixed-economy enterprises. One
of the main changes is related to the requirement of
mandatory annual training for all Directors on corpo-
rate and capital market legislation, disclosure of infor-
mation, internal control, code of conduct, Federal Law
12,846/2013 (Anti-Corruption Law) and other subjects
related to the activities of the public company or of the
mixed-capital company.

Sabesp’s Management Training Program was taught
by Dom Cabral Foundation [FDC - Fundacdo Dom
Cabrall, an institution with proven excellence in Cor-
porate Governance and which has trained hundreds
of managers of state-owned companies throughout
Brazil and 300 federal state board members (SEST /
Ministry of Planning].

INTEGRATION PROGRAM

On November 1<, when the Company celebrated its 45"
anniversary, about 1,000 new employees participated in
the Onboarding Program for new people hired, to bring
them closer to the Company’s business and show their
commitment to society and the environment.

Joining Sabesp’s team is not an easy task. More
than 135 thousand registered for an opportunity in
the Company, which is the fourth largest in the world
in population served. Intense months of study and
dedication. The new people hired have the purpose
of strengthening the structure of the operation and
management areas according to the challenges of
Sabesp’s strategic planning for the universalization
of sanitation and maintenance of excellence in cus-
tomer service.
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TECHNICAL TRAINING
OOO AND LEADERSHIP
SED 1ryr 0PMENT ARE PART
OF PROGRAMS AIMED AT
PROFESSIONAL DEVELOPMENT.

RECOGNITION PROGRAM

The More Knowledge [Mais Conhecimento) Pro-
gram aims to increase the schooling and qualification
of employees, as well as to promote professional rec-
ognition, by granting educational subsidies that can
reach 80% of the monthly tuitions for technical courses
at the high school level, undergraduate, graduate, uni-
versity extension and languages.

The percentage varies according to the budget
available and the evaluation of the respective man-
ager as to the applicability of the knowledge in the
Company. For professional certification exams, the
subsidy is 100%.

Also within this Program, the Corporate University
made the MBA course in Environmental Sanitation
possible, in partnership with the Foundation School of
Sociology and Politics of Sdo Paulo (FESPSP).

The course is designed to qualify and improve pro-
fessionals who work in the sanitation sector and,
among other items, includes an international module
that is given by LSE Enterprise, which is the executive
education and consulting arm of the London School
of Economics and Political Science (LSE]. Due to the
relevance for Sabesp’s business, the subsidy for this
course was set at 90%. 70 professionals received the
subsidy, indicated by their respective boards.

In total, 701 educational subsidies were granted in
2018, with an investment in raising the educational
level of the order of R$3.4 million. In October, a sur-
vey on Education and Training was carried out, which
obtained around 2,700 responses, with the objective of
identifying the interests in participating of the Program
for the 2019 cycle.

SABESP ENTREPRENEUR AWARD

Always focusing on innovation, the development of
projects, the recognition of the work of its employees
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and the incentive to generate ideas, Sabesp imple-
mented the Sabesp Entrepreneur Award in 2018. The
initiative is the result of the consolidation of other
isolated actions of the boards: Best Practices, of
the Metropolitan Board; Excellence and Innovation,
of the Regional Systems Board; Technological In-
novation, of the Technology, Entrepreneurship and
Environment Board; and Creativity, of the Corporate
Management Board.

There were 1,028 entries in the four program cat-
egories: Project, Management Practice, Successful
Technical Experience and ldeas. Out of this total, 54
papers were classified for the final phase, of which 38
were submitted to an in-person presentation to the
examining committee, a stage that was organized in
partnership with the Brazilian Association of Sanitary
and Environmental Engineering (Abes). The papers of
the “Idea” category, in turn, were evaluated by univer-
sity professors.

As final result, 12 projects received awards in the
four categories, involving 28 employees. In 2019, the
program’s commitment is to put into practice what was
generated by the participants of the award, in addition
to launching the 2" edition, which is expected to further
increase the employees’ participation.

ENDOMARKETING / RECOGNITION PROGRAM

The Endomarketing/Recognition Program,
launched on the People Management event in March,
was created to reward and recognize professionals
who strive to produce the best result for the Company
and, as a result, contribute to the achievement of the
organization’s goals. The program provides for the
possibility of recognition for Personal Attitudes, Man-
agement Practices, Special Projects (indicated by the
Board) and Tributes.

To start the program’s recognition actions, employ-
ees considered eligible in the last skills and perfor-
mance evaluation and who do not have disciplinary
sanctions were awarded 50 points, depending on their
anniversary in the Company (Tributes axis). 14,449
employees were recognized. The points have been
converted into electronic card credits, which can be
used for travel, appliances, electronics, clothing, en-
tertainment, dinners, among others.

In the second semester, 495 employees of Baixo
Tieté and Grande (RT) Business Unit were recognized
with 50 points because the unit was the winner of the
Winter Clothing Challenge. In 2019, new axes of recog-
nition will be launched with their respective endomar-
keting campaigns.

INTERNATIONAL TRAINING PROGRAM

The International Training Program provides em-
ployees with opportunities to take part overseas in con-
gresses, conferences, forums, seminars, trade shows
and technicalvisits. In a globalized and connected world,
itisveryimportant for Sabesp’s team to get to know the
innovations perpetuated by other cultures, adapting
these sanitation solutions for the Company to continue
delivering the best service to the population.

The Program is coordinated by the Superintendency
of People Managementin partnership with the Super-
intendence of Research, Technological Development
and Innovation. In 2018, Sabesp promoted two trips
abroad for events in Portugal and Ecuador, where
employees presented technical papers related to the
Sabesp business and participated in lectures and tech-
nical visits in the sanitation sector.

KNOWLEDGE RETENTION PROGRAM

The purpose of the Knowledge Retention Program -
PRC/2018 is to provide conditions for personnel planning
and to mitigate the impact of losing employees who have
strategic knowledge, which has been acquired over the
course of their professional careers at Sabesp.

The purpose of the programis to set criteria and proce-
dures to grantincentives for voluntary redundancy of em-
ployees, and for planned phasing of the process, allowing
for the transmission of knowledge and preventing the
activities of the various areas from suffering disruption.

The programis intended for all Sabesp employees who,
atthe date of enrollment of the program are active, and on
the scheduled date of the dismissal, are not legally stable.

QUALITY OF LIFE PROGRAM

With the purpose of intensifying the actions of the
Quality of Life Program (PQV) and contributing to the
improvement of the work environment, an interest survey
was conducted with employees to participate in initiatives
related to the PQV axes.

The purpose is to enable initiatives compatible with
the interests of employees to promote well-being and
the balance between professional and personal life.
The first survey was related to the Mental Axis, specif-
ically on Education and Training. This survey helps to
measure the demand for the More Knowledge Program
and effective participation in the program will depend
on budgetary approval and pertinence, based on the
current Business Procedure.

SABESP OPEN GAMES

Thinking about the quality of life of its employees,
Sabesp promoted the first edition of the Sabesp Open
Games. The initiative was held in the city of Caraguatatu-
ba. The purpose of this initiative was to encourage the
practice of sports and socio-cultural activities among the
560 athletes who took partin 17 sports disciplines, such
as races, running, jumping, soccer, basketball, futsal,
table tennis, chess and others.

In addition to sports, one of the actions that involved the
entire Company was the collection of geriatric and infant
diapers, sheets for beds, bath towel and long-Llife milk.
22,704 items were collected and handed over to the Social
Solidarity Fund of Caraguatatuba. Once again Sabesp’'s em-
ployees showed the example of solidarity and volunteering.

The event was organized by the Industry Social Service
of Sdo Paulo (Sesi-SP), responsible for coordinating and
supervising all the matches held and was present in all
arenas, guaranteeing the exemption in the results.

ORGANIZATIONAL CULTURE DIAGNOSIS

Sabesp carried out research to identify the current
Organizational Culture in the Company, following the
Sabesp Management Improvement Plan, based on the
MEG Management Excellence Model of the National
Quality Foundation.

The purpose of this research is to strengthen the
value relationship between Company and employees;
build a conducive environment for change; to align the
human resources management practices with the ex-
pectations and needs of the employees; and improve
the perception of value in relation to the policies and
practices of the Company.

INTERNAL SELECTION

The Internal Selection allows the Company to take advan-
tage of its existing human capital, and has been increasingly
adopted in Sabesp’s People Management, providing moti-
vation, recognition and professional prospects. The internal
selection process, in addition to being open and democratic,
is a great opportunity for participating employees to evalu-
ate their knowledge and identify development opportunities.

In 2018, two internal selection processes were car-
ried out for the positions of Division Manager and six
vacancies for the composition of the Department of
New Business and Market Expansion. For this, special-
ized consultants were hired using recognized tools in
the market and specific methodologies to evaluate the
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assignments required for the positions, and for each
vacancy are established steps that favor the identification
of the best professional for the vacancy.

EXTERNAL SELECTION

Sabesp, as a mixed capital and publicly held compa-
ny, complies with the Federal and State Constitutions,
which requires a public admission exam to hire employ-
ees, interns and apprentices. This is the recruitment
and selection process adopted to ensure the admis-
sion of skilled professionals, qualified, motivated and
aligned with business’ goals.

The public admission exam is a democratic method to
select candidates, as it offers everyone the same chance
of getting a good job, without restrictions of social level,
professional experience, ethnicity or gender.

In January 2018, a Public Admission Exam was ap-
proved for employees, as well as the hiring of 661 em-
ployees to work in various positions and regions. To
complement all expectations, in a second suit 341 ad-
ditional vacancies were approved, totaling the hiring of
1002 new employees. This admission exam obtained
a record of enrollments, totaling 138,031 registered,
which related to the number of places, enabled a group
of very well prepared and competitive candidates.

To meet all the Company’s units, a Public Admission
Exam was also held to fill 956 vacancies for interns, which
had a total of 6,563 enrolled. In recent years, the following
admission exams have been held:

2014 2015 2016 2017 2018

EMPLOYEES - - - = 1,002
APPRENTICES 565 = 565 485 =
INTERNS 747 826 1,026 = 956
OPPORTUNITIES DATABASE

This is a dynamic communication channel that identi-
fies and gathers information about those employees who
are interested in transferring, in other words, changing
their business unit and/or place of work, reconciling the
interests of the employees and the Company.

To integrate and share the possibilities of transfers
and changes of units, the new Opportunities Database
is available in the People Management Portal, to meet
the demands and interests of employees changing of
Municipality, Unit or even workplace.
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IN 2018, SABESP RECEIVED
1,000 NEW EMPLOYEES

APPROVED IN A TENDER —

THAT HAD A RECORD _
NUMBER OF 138,000 ENTRIES.

The management of the process is under the re-
sponsibility of the People Management areas, and the
validation of the process is under the responsibility
of the managers involved, who will have another in-
strument to manage their team. This system seeks to
make the staff change more flexible, democratizing the
opportunities for change, expanding the professional
prospects throughout the Company and improving the
climate and organizational results. Up to November, the
system had enabled 94 transfers of employees between
the various departments.

HEALTH AND SAFETY

The Health and Safety actions are focused on pro-
moting the development of prevention culture among
employees and service providers, with the purpose to
ensure the improvement of working conditions and qual-
ity of life, in line with the fundamentals of the Model
of Excellence Management - MEG. The main actions
developed are:

STANDARDIZATION AND PROGRAMS

Occupational Health and Safety Procedures are critical
to establish policies, guidelines, and specific rules for risky
activities in the Company and service providers. In 2018,
all of them were revised and updated, thus improving its
application and full compliance with legislation.

Another key management tool is the Environmental
Risk Prevention Program (PPRA) generated by SAP, which
covers the more than 500 Sabesp sites, identifying environ-
mental risks by Homogeneous Exposure Groups (GHE],
defining control measures and corrective actions, reviewed
annually, as required by law.

The qualification of employees in unhealthy and/or dan-
gerous GHE complies with the Unhealthy and Hazardous

GUIDELINES AND RULES
FOR HAZARDOUS WORK
HAVE BEEN REVISED, INCREASING
SAFETY IN OPERATIONS.

Procedure, which is periodically reviewed by the Spe-
cialized Services in Safety Engineering and Occupational
Medicine - SESMT, in order to keep information updated
and validated Superintendencies.

With regard to the Medical Occupational Health Control
Program (PCMSO0), it enables creating a health profile of
all employees, apprentices and interns, subsidizing health
and quality of life programs, as well as complying with legal
aspects, reviewed annually, so as to be permanently in line
with the PPRA.

To act in the effective prevention of infectious diseas-
es, in 2018 the vaccination program was intensified with
the application of 11,087 doses of the influenza vaccine for
employees, apprentices and interns, which corresponds
to 75% of the Company’s staff. Since 2017 a computerized
application for registration and control of vaccination has
been used.

In this sense, given the imminence of a yellow fever out-
break, a priori, in the northern region of the city of Sao Paulo,
leading to the interdiction of some parks, we deemed nec-
essary animmediate immunization action of the employees
who work in areas close to the occurrences. An application
was developed to monitor the vaccination status of Sabesp’s
population in the state of Sao Paulo.

CIPA PROGRAM IN ACTION

The strategic plan for 2015-2018 was continued with
the 144 Internal Commissions for the Prevention of Acci-
dents — CIPA, with preventive actions, contributing to the
improvement of working conditions and reduction of rates
of accidents and occupational diseases. Electronic elections
for voting are carried out since 2017, making the process
and its control easier. CIPA Member Training at Sabesp
Corporate University (UES) was redesigned to provide agility
in meeting the deadline required by Law, in video lessons,
divided into 05 modules, totaling 20 hours.

The 290 Emergency Brigades present in all the Compa-
ny’s units, carried out actions such as meetings, inspec-
tions and emergency simulation, to keep the fire brigadiers
always ready to take care of the emergency situations.

380 Emergency Plans are in force, which cover the entire
Company and are controlled and available in the system,
including impacts on neighboring communities. We high-
light the general emergency simulation that occurred in the
Administrative Complex Ponte Pequena on October 1, 2018,
with the participation of the Fire Department.

In 2018 Sabesp made a public admission exam, which
resulted in hiring SESMT's professionals in several areas of
Sabesp, regularizing the framework according to legal and
preventive criteria, which contributed to the better service
to employees regarding safety issues and work health.

TRAINING AND AWARENESS

This year, 50,943 participations in on-site and virtual
training were computed by UES. The distance learning
courses were intensified, considering the ease and the quick
access of the employees.

The practice of quick discussions with the Prevention
Minute, organized by CIPA, SESMT and the people in charge,
with employees, on specific issues, Health and Safety warn-
ings with informative articles, videos, links and different
media available.

The Internal Workplace Accident Prevention Week (Sipat)
of 2018 took place in August, with the subject “Safe behavior:
it is not enough to know, you have to practice”, when ac-
tions were taken in favor of occupational safety and health,
totaling more than 40 thousand participations throughout
the Company.

The 43 edition of Sipat aimed to reinforce the care
that employees must take to prevent accidents in the
workplace, as well as to warn them to the importance
of health prevention.

HEALTH AND SAFETY CAMPAIGNS

The campaigns take place with newsletters, lectures
and preventive actions with themes such as: Fighting
Aedes aegypti; Ergonomics; You in Traffic - Safe driving for
motorcyclists; Conjunctivitis; Influenza and Yellow Fever.

The “X6 Mosquito!” Campaign, implemented and ex-
ecuted by Sabesp since 2016, aims to eradicate the main
mosquito breeding sites. With the great support of the CIPAs
and all employees of the Company, the work done has al-
ready given positive results. The units are getting cleaner
and safer, decreasing even the presence of other insects.

At Sabesp, the Aedes aegypti Brigades include 1,448
people, with CIPA inspectors, who are instructed to carry
out a weekly inspection of the areas where they work,
seeking possible mosquito breeding sites to eliminate
them. These inspections are recorded on the Fighting
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Aedes website (SIGELU), so that the entity can monitor
the actions developed throughout the State to control the
mosquito infestation.

SECURITY AUDIT AND CONTROL

Safety Inspections: Carried out by SESMT and CIPA,
with computerized records, to improve the reliability and
intensify information, facilitating management controls.

Occupational Health and Safety Module

Composes SAP-EHS, allows the planning, control and
management of activities. Monitoring actions and adjust-
ments of the safety and occupational medicine routines
were implemented in SAP-EHS, seeking the effective use
of existing transactions (environmental risk manage-
ment, medical care, occurrences, safety inspections and
delivery of PPE) and issuance of reports (PPRA, PCMSO0,
PPP and others).

MAIN INDICATORS
OHS PERFORMANCE INDICATORS 2014 2015 2016 2017 2018

ACCIDENTS 160 133 158 180 126

OCCUPATIONAL MEDICAL EXAMS
CARRIED OUT

EMPLOYEES VACCINATED
AGAINST INFLUENZA

OPPORTUNITIES IN
OHS TRAINING

15,119 16,130 16313 12,184 13299

13,037 13417 16264 11,586 11,087

37,606 24,662 49,632 28,651 50,943

DIVERSITY AND EQUAL OPPORTUNITIES

103 | 405 All business segments suffer, in their own way,
the impacts of globalization and the cultural and de-
mographic changes of societies. For many companies,
the adoption of diversity in the workforce, in addition to
being an ethical commitment, has been shown to be a
path to competitiveness.

Sabesp’s diversity work highlights the fight against
prejudice and discrimination, valuing differences as a
strategy for business and social development. Practic-
ing diversity implies changing behaviors and requires
an express commitment from its leaders so that the
value is assumed by the Company as a whole. Sabesp
makes very clear in its code of conduct and integrity the
values and conduct related to diversity, human rights
and respect for people.

People spend much of their time in the workplace
and establish professional, interpersonal and institu-
tional relationships of great relevance. By stimulating
diversity and acting against discrimination, the Com-
pany is strengthening mutual respect among people,
recognizing their particularities and stimulating their
creativity and cooperation.

At Sabesp, inclusion is part of the ethical commit-
ment to promote diversity, respect differences and
reduce social inequalities. We understand that the
inclusive Company reinforces the team spirit of its
employees, strengthens the synergy around common
goals, expresses its values collectively and improves
the organizational climate.

In addition, we believe that the values and behavior
that the Company adopts have repercussions on its re-
lationships with customers, suppliers and the commu-
nity. The practice of pluralism and non-discrimination
has a high potential for multiplication among these

SECTORAL LEGACY AND EQUAL OPPORTUNITIES

Sabesp does not establish different remunerations by gender. The wage variations perceived
& I /.\ within the categories occur for different reasons, such as the concentration of the masculine

gender in certain positions, length of service, among others. The operational category, com-
posed of 96% of men, presents greater wage variation between the genders and can be explained by the
difference between the average length of service, being 17 years for men and 9 years for women.

In the university category, the second largest variation, the difference is related to the fact that the position
of engineer, 32% of the category and mostly composed of men (81%), has an initial and average remuner-
ation higher than other posts in the university category. The Technical category showed a slight variation
between average wages and has a slightly longer average length of service for men (21 years, as opposed

to 18 years for women).
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OCCUPATIONAL 2015
HEALTH AND
SAFETY INDICATORS TOTAL MEN WOMEN  TOTAL
FREQUENCY
A TRV T R B I
SEVERITYRATE 389 85 3% 57 2 s
0CCUPATIONAL
G B @ @0 W W
ABSENTEEISM () 20 20

DEATHS 1 0 1 2 0 2

147

2

2

2017 2018

TOTAL MEN  WOMEN = TOTAL MEN  WOMEN TOTAL

372 678 753 292 625  A97 209 44D

34 238 176 2] 13 827 57 673

18% 1.6% 2.2%

0 2 0 0 0 2 0 2

Frequency Rate: number of accidents at work with injury and leaves of absence per million man-hours worked per year. Severity Rate: days
lost plus days debited due to work accidents by million man-hours worked per year. Occupational Disease: number of absent employees
separated by disease produced or triggered by the work. Absenteeism: percentage that measures the reduction of the total workload due

to absences from work.

partners, positively reflecting on the relationship with
customers and suppliers.

Sabesp, as a mixed-capital Company, a member of
the indirect public administration, is constitutionally
obligated to contract through a public admission exam.
The hiring process occurs for positions set forth in the
Positions and Wage Plan, which has no gender pay
distinctions. It is possible for employees to advance in
their career on the basis of “salary referrals”, which
are also gender-neutral. In this sense, it is noted that
Sabesp practices equal pay between men and women
(details in Detailed Quantitative Information, page 85).

Overall, in 2018 the Company’s salary averages were
R$5,338.91 for men and R%$6,352.40 for women. The
average is due to the large number of men concentrat-
ed in the operational category, reducing the average
salary for the male group.

Since 2014, Sabesp has adopted a single Salary Pol-
icy for the entire State of Sao Paulo, and the compen-
sation of employees is composed of base salary, profit
sharing, bonus and benefits. The current Positions and
Wage Plan (PCS), approved by the Wage Policy Com-
mittee, does not make gender distinctions, in such a
way that the bonuses are equal for men and women,
as well as the base salary for occupants of the same
position and reference.

Committed to sustainable and responsible manage-
ment, Sabesp has as one of its main challenges the
continuous development of its professionals. In this
sense, the Evaluation of Skills and Performance is one
of the management practices of people management
adopted in a way aligned to the corporate strategy. This

important management tool, used since 2002, has the
purpose of identifying the degree of knowledge and
the development of the skills necessary to execute
the business strategies and to obtain better results.
Its principles are: valuing people, managing the career
and improving skills.

The evaluation process is carried out annually be-
tween employees and managers, in which skills are
defined and evaluated. With this, it is expected the
clarity of the objectives, as well as the increase of the
contribution of each one to the business management.
After determining the level of skills, an Individual De-
velopment Plan (PID] is drawn up, which allows ad-
vances and achievements of a new level of essential
skills so that the Company can meet the challenges
it has assumed.

CAREER PLAN, SALARIES AND JOBS

This process enables employees to evolve and focus
on their ongoing development in such a way as to meet
the business challenges. The Positions and Wage Plan,
implemented in November 2012, has a structure of
three categories of positions: Operational, Technical
and University, which differ by activity characteristics
and educational prerequisites. For each category, two
salary tables are established, considering the com-
plexity and classification, in order to better adjust the
remuneration that has been proven to be different, and
thus allow the hiring at the beginning of the career with
salaries more adequate to the market.
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The model is guided by a regulation approved and
aligned to the guidelines established by the controlling
entities of the Government of the State of Sao Paulo,
and any change must be submitted to their approval.
For the full exercise of each position, specific mini-
mum requirements must be met such as: educational
background, ability to deal with complexity, records
in class entities and improvement courses. After the
Skills and Performance Assessment, held annually,
managers define the employees’ career movements.
In recent years, the evaluation cycles have provided
the following results:

2012 Implementation and qualification
of 14,658 employees in the new PCS

Evaluation and movement of
5,340 employees (2% payroll)

2012-2013

Evaluation and movement of

2013-2014 3,640 employees (1% payroll)

Evaluation and personal advantage

2015 of 3,640 employees (1% payroll)

Evaluation and movement of

2016 4,530 employees (1% payroll)

Evaluation and movement of

2017 6,085 employees (1.7% payroll)

Evaluation and movement of

2018 4,212 employees (1% payroll)

In November 2018, the 6" (sixth) Evaluation cycle
was carried out, and in February 2019, the movements
Aligned to the Evaluation are foreseen in Sabesp’s Posi-
tions and Wage Plan, considered a fundamental part of
people management, since it guarantees the flexibility
of management and attractiveness in relation to the
labor market, favoring the retention of talent.

The current PCS, implemented in November 2012,
is being improved in partnership with Mercer Brasil,
considering the main aspects and the suggestions of
the Officers, the Managers, the employees and the
representative entities of the employees. The imple-
mentation of the improvement points is planned for

2019, and thus it is hoped to establish a new level of
the Plan, which will enable the full advance and con-
tinuous growth of each professional.

MITIGATION OF LABOR LIABILITIES

Since 2016, the labor legal area has been part of the
Superintendency of People Management with the pur-
pose of acting in a preventive way in management, and
consequently in the reduction of labor lawsuits related
to employees, former employees and outsourced/ser-
vice providers. In 2018, actions were taken to improve
the process and information systems, with the purpose
of contributing to organizational performance, with a
focus oninternal consulting in personnel management
and labor disputes with opportunity to mitigate liabili-
ties, labor risks and prevention.

The control points for risk identification and the dis-
cussion on best practices were improved. The expected
results are the reduction of costs with labor lawsuits,
reduction of the number of lawsuits, rationalization of
the activities of lawyers with a focus on the preventive
and advisory area with a view to improving the Com-
pany’s image.

CODE OF CONDUCT
AND INTEGRITY

DISSEMINATES Ei
RESPECT FOR DIVERSITY

AND ENCOURAGES MUTUAL
COOPERATION IN

THE WORKPLACE.

A

DETAILED QUANTITATIVE INFORMATION

SOCIAL INTERNAL INDICATORS

102-8 Size of the organization

NUMBER OF
EMPLOYEES BY
FUNCTIONAL LEVEL

MANAGERS
UNIVERSITY
TECHNICAL
OPERATIONAL
SUBTOTAL
INTERNSHIP
APPRENTICESHIP
TOTAL

NUMBER OF
EMPLOYEES BY TYPE OF
EMPLOYMENT

PART-TIME
FULL-TIME
TOTAL

TOTAL WORKFORCE, BY
GENDER
EMPLOYEES

TOTAL WORKFORCE BY
REGION AND GENDER

SPMR
INLAND AND COAST

2014
MEN  WOMEN
493 119
1702 957
4358 1714
5223 187
1776 2977
4hb 496
359 200
12581 3,673
2014
MEN  WOMEN
1,326 296
10450 2681
1776 2977
2014
MEN  WOMEN
1776 2977
2014
MEN  WOMEN
8638 2542
3138 435
2977

TOTAL 11,776

Sabesp does not hire outsourced labor, only signing agreements to provide services, according to business needs. No data was submitted on third parties,

TOTAL
612
2,659
6,072
5,410
14,753
942
559
16,254

TOTAL

1622

13131

14,753

TOTAL
14,753

TOTAL
11,180
3573
14,753

MEN
474
1,607
4,143
5132
11,356
447
327
12,130

MEN
1,301
10,035
11,356

MEN
11,356

MEN
8,369
2987
11,356

2015

WOMEN
117
902

1.667
181
2,867
412
183
3,462

2015

WOMEN
24
2573
2,867

2015

WOMEN
2,867

2015
WOMEN
2463
404
2,867

2016
TOTAL MEN  WOMEN
591 478 120
2509 16271 902
5810  419% 1,670
5313 4960 184
14223 11261 2876
859 360 330
510 265 165
15592 11886 3.3N
2016
TOTAL MEN  WOMEN
1595 1302 300
12628 9959 2576
16223 11261 2876
2016
TOTAL MEN  WOMEN
16223 11,261 2876
2016
TOTAL MEN  WOMEN
1082 832 2478
/M 293 398
14223 11261 2876

TOTAL
598
2,529
5,866
5,144
14137
690
430
15,257

TOTAL

1,602

12535

14,137

TOTAL
14137

TOTAL
10,800
3337
16137

because the SAP system is still under implementation, and it is not possible to extract this information.

401-1 New hiring and turnover rates

TURNOVER BY:

GENDER

Age group
20 TO 40 YEARS OLD
4170 55 YEARS OLD
OVER 55 YEARS OLD

Region

SPMR
INLAND AND COAST
COMPANY TOTAL

EMPLOYEES HIRED:

TOTAL
% HIRED

405-1 Composition of the governing bodies

NUMBER OF MEMBERS:

DIRECTORS AND
FISCAL BOARD

AUDIT COMMITTEE
Age group
2070 40 YEARS OLD
4170 55 YEARS OLD
OVER 55 YEARS OLD
COMPANY TOTAL

MEN
1.90%

2.20%
0.80%
4407

1.40%
2.40%
1.907%

MEN

19
0.207%

2014
WOMEN

2.60%

3.30%
1.70%
4.607

1.20%
5.60%
2.607%

2014
WOMEN

7
0.207%

2014

MEN  WOMEN

13

2
0

N —_=m -

TOTAL
2.00%

2.50%
1.00%
450,

1.40%
2.80%
2.00%

TOTAL
26
0.20%

TOTAL

15
3

MEN
3.78%

2.407
2147
9.52%

4.697%
2.75%
3.78%

MEN
237
2.01%

MEN

14
3

1

2015
WOMEN

4.057%

2.507
2.80%
11.51%

4.36%
3.37%
4.05%

2015
WOMEN

63
2.12%

2015
WOMEN

1
0

0
1
0
1

TOTAL
3.84%

263,
2.27%
9.83%

4.61%

2.84%
3.847%

TOTAL

300
2.03%

15

16
18

MEN
3.007%

9.20%
1.10%
2.21%

3.61%
2.30%
3.00%

MEN
471
4.20%

n
3

1
1
12
14

2016
WOMEN

3.68%

8.12%
1.11%
5.16%

4.27%
2.33%
3.68%

2016
WOMEN

128
4467

2016

TOTAL MEN  WOMEN

1
0

_— — o

TOTAL
3.14%

8.93%
1.10%
2.66%

3.78%
2.30%
3.14%

TOTAL
605
4.25%

TOTAL

12
3

1
1
2

15

MEN
475
1,537
4,073
4,835
10,920
463
332
11,715

MEN
1217
9.643
10,920

MEN
10,920

MEN
8,050
2870

10,920

MEN
1.56%

0.90%
0.61%
4817%

5.69%
112
1.56%

MEN
13
012

MEN
13

13
16

2017

WOMEN
123
837

161
178
2,752
1y}
208
3,407

2017

WOMEN
292
2460
2,752

2017

WOMEN
2,752

2017
WOMEN
2,365
367
2,152

2017
WOMEN

233

0.65%
113%
8.58%

0.86%
0.28%
2.33%

2017
WOMEN

5
017%

2017
WOMEN

601
2,374
5,684
5,684
13,672

910

540
15,122

TOTAL
1,569
12103
13,672

TOTAL
13.672

TOTAL
10415
3257
13,672

2018
TOTAL MEN  WOMEN
485 139
1,681 869
16223 1,656
5202 1%
11591 2,858
340 316
259 215
12190 3389
2018
MEN  WOMEN
1.305 303
10286 255
11,591 2,858
2018
MEN  WOMEN
11591 2858
2018
MEN  WOMEN
8592 2489
2999 399
11591 2,858

TOTAL
172

0.83%
0.55%
5.41%

2.05%
1.27%
1.72%

TOTAL
18
013%

MEN
4667

17.95%
1.69%
1.67%

5.05%
421%
4.667%

MEN
850
1.78%

2018
WOMEN

4161

12.32%
1.02%
2.52;

4134
4.22%
4.16%

2018
WOMEN

169
6.147%

2018

TOTAL MEN  WOMEN

13

13
16

13

1
0

0
1
0
1

TOTAL
624
2,550
8.879
5,396
14,449
656
474
15,579

TOTAL

1,608

12841

14,449

TOTAL
16449

TOTAL
11,051
3398
14,449

TOTAL
4567

16.50%
1.56%
1.81%

4.83%
4.22%
4.567%

TOTAL
1.019
1.65%

TOTAL

14
3

4
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405-1 Composition of the workforce

By gender

NUMBER OF
EMPLOYEES BY:

GENDER

AGE GROUP
20 TO 40 YEARS OLD
4170 55 YEARS OLD
OVER 55 YEARS OLD
LENGTH OF SERVICE
UPTO 3 YEARS
47010 YEARS
1170 20 YEARS
OVER 20 YEARS
TOTAL
AVERAGE LENGTH

MEN
11776

2,685
6,565
2,526

1,358
950
4,957
451
11,776
18

ACADEMIC BACKGROUND

ELEMENTARY SCHOOL
HIGH SCHOOL
HIGHER EDUCATION
TOTAL

By ethnicity

NUMBER OF
EMPLOYEES BY:

ETHNICITY
WHITE
BLACK AND BROWN
YELLOW
INDIGENOUS
NOT DECLARED
TOTAL

1,589
6,346
3,841
11.776

MEN

9.637
1,893
206
7
3
11.776

2014
WOMEN

2971

880
1,641
456

461
188
1.166
1,162
2911
18

1.073
1,852
2971

2014
WOMEN

20
368
113

0
5
2977

ETHNICITY AND FUNCTIONAL CATEGORY

MANAGERS
WHITE
BLACK AND BROWN
YELLOW
INDIGENOUS
NOT DECLARED
SUB-TOTAL
UNIVERSITY
WHITE
BLACK AND BROWN
YELLOW
INDIGENOUS
NOT DECLARED
SUB-TOTAL
TECHNICAL
WHITE
BLACK AND BROWN
YELLOW
INDIGENOUS
NOT DECLARED
SUB-TOTAL
OPERATIONAL
WHITE
BLACK AND BROWN
YELLOW
INDIGENOUS
NOT DECLARED
SUB-TOTAL

86

4,361

4,101
1.075

1.439

187

TOTAL
14,753

3,565
8,206
2982

1.819
1,138
6123
5,673
14,753
18

1.641
7419
5,693
14,753

TOTAL

12128
2,261
319
7
38
14,753

2,269
230
155

2,659

5,061

116

5,410

MEN
11,356

2,316
6,435
2,605

975
1312
4,435
4,634
11,356

189

1,595
6,079
3,682
11,356

MEN

9.225
1.899
187
1
34
11,356

5132

2015
WOMEN

2,867

776
1,616
475

293
338
1,065
117
2,867
18.2

1,053
1.761
2,867

2015
WOMEN

2,387
364
m

0
5
2,867

181

TOTAL
14,223

3,092
8,051
3,080

1,268
1,650
5,500
5805
14,223
18.8

1,648
1132

5,443
14,223

TOTAL
11,612
2,263
298
"
39
14,223
546

19

591
2128
228
148
2,509

4,834

107

5313
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MEN
11,261

2,284
6,275
2,702

835
1.803
4,251
4,372
11,261

18.9

1.375
6,104
3,782
11,261

MEN

9.072
1,950
194
1"
34
11,261

4,960

2016
WOMEN

2,876

114
1,589
513

240
493
1,004
1139
2,876
18.3

1,043
1,790
2876

2016
WOMEN

2,374
380
17

0
5
2876

1,383

184

TOTAL
16137

3,058
7.864
3215

1.075
2,296
5,255
5,511
14137
18.8

1.418
1147
5,572
14137

TOTAL

11,446
2,330
3
1
39
16137

21

2139
231
154

1
A
2,529

4,827
910
112

b
13
5,866

3931
1162
2
6
21
5144

MEN
10,920

1.997
6,079
2,844

481
2,064
3,809
4,566
10,920

19.7

1.299
5963
3,658
10,920

MEN

8791
1,936
183
10
0
10,920

1,537

3,334
678

4,835

2017
WOMEN

2,752

694
1,523
535

128

583

902

1139
2,752
18.9

999
1.715
2,152

2017
WOMEN

2,269
368
115

0
0
2,752

1331

178

TOTAL
13,672

2,691
7,602
3379

609
2,647
4
5705
13,672

19.5

1,337
6.962
5373
13,672

TOTAL

13,672
2,304
298
10
0
13,672

5013

MEN
11,59

2,375
5999
321

1.261
2,023
2,795
5512
11,951
19.3

1175
6,369
4,047
11,951

MEN

9.298
2,083
200
10
0
11,591

5,202

2018
WOMEN

2,858

761
1,484
613

214

578

699

1.307
2,858
18.8

935
1,890
2,858

2018
WOMEN

2,351
381
125

0
1
2,858

1,365

194

TOTAL
14,449

3136
7.483
3,830

1,535
2,601
3.494
6.819
14,449
19.2

1,208
1,304
5,937
14,449

TOTAL

11,649
2,464
325
10
1
14,449

2,151
240
158

2,550

4,804

405-2 RATIO AVERAGE REMUNERATION

| VERAGE REMUNERSTION 2014 2015 2016 2017 2018
BE\%’]E&:]“E“E WOMEN R$17,448.40 R$9,293.39 R$21,405.12 R$21,776.60 R$22,437.68
REMUNERATION MANAGER MEN R$17,258.49 R$18,929.10 R$20,754.51 R$21,534.48 R$21,700.75
RATIO 9891 98115 9.961 98.89% %721
WOMEN R$7.139.08 R$7,754.62 R$8,417.96 R$8,808.09 R$9.017.59
UNIVERSITY MEN R$7.959.60 R$8,671.79 R$9.940.58 R$9.882.30 R$10,033.75
RATIO 111.49% 111.83% 112.74% 112.20% 1M1.27%
WOMEN  R$3.600.74 R$3.986.11 RS4,362.96 RS4.578.46 RS4.726.61
TECHNICAL MEN R$3,816.94 R$4,220.85 R$4,593.65 R$4,812.45 R$4,909.86
RATIO 106.007% 105.89% 105.77% 105.11% 103.83%
WOMEN R$1,715.81 R$1,945.70 R$2,167.32 R$2,311.10 R$2,423.38
OPERATIONAL MEN  R$2467.29 R$2,749.06 R$3,026.56 R$3.201.22 R$3,226.21
RATIO 143801 1461297 139.65% 13851 133131
202-1 VARIATION OF VARIATION BETWEEN THE LOWEST WAGE 2014 2015 2016 2017 2018
THE PROPORTION AND THE MINIMUM WAGE: MEN  WOMEN  MEN  WOMEN MEN  WOMEN  MEN | WOMEN  MEN  WOMEN
OF THELOWEST  peigN 1 — KO PAULO METROPOLITAN REGION
D vaNA g5 GB ERP? [:( EEly. LOWEST SALARY PAID BY THE COMPANY R$1,501.00 R$1,625.00 R$1,788.00 R$1,854.54 R$1,878.46
COMPARED TO THE MINIMUM WAGE SET BY LAW OR TRADE UNION R$724.00 R$788.00 R$880.00 R$937.00 R$954.00
LOCAL MINIMUM PERCENTAGE RATIO 207.3% 206.2% 203.2% 197.9% 196.9%
WAGE IN MAJOR REGION 2 — INLAND AND COAST
OPERATING UNITS LOWEST SALARY PAID BY THE COMPANY  R$1.376.00 R$1,625.00 R$1.788.00 R$1,854.54 R$1.878.46
MINIMUM WAGE SET BY LAW OR TRADE UNION R$724.00 R$788.00 R$880.00 R$937.00 R$954.00
PERCENTAGE RATIO 190.1% 206.2% 203.2% 197.9% 196.9%

LYIHIL /L1000 1000050400000 504400004 10400504 4000 00 0005 005 4000 0000004 4000 004 44000 90 00004 000 00 040000 005 05000 00 404 00 000 A0 440 a0 410 4040 00 000000

201-1 ECONOMIC INDICATORS

COMPONENT 2018 2017 2016 2015 2014
A—DIRECT ECONOMIC VALUE GENERATED 17,642,692 15,819,518 15,404.121 12,900,211 12,369,246
REVENUE 17,642,692 15,819,518 15,404,121 12,900,211 12,369,246
B- DISTRIBUTED ECONOMIC VALUE 12,900,340 12,380,333 12,893,010 9,307,381 10,037,631
OPERATING COSTS © 6,545,164 6,495,739 7.114,963 6,104,882 5,902,839
SALARIES AND BENEFITS OF EMPLOYEES © 2,680,512 2,613,041 2,180,531 1,507,964 2,132,245
PAYMENTS T0 CAPITAL PROVIDERS 1,385,597 1,256,522 1,421,057 885,243 842,286
PAYMENTS TO GOVERNMENTS © 2,260,599 1,954,688 2,140,495 798,063 1,128,159
INVESTMENTS IN THE COMMUNITY ® 28,468 60,342 35,964 11.229 32,102
ACCUMULATED ECONOMIC VALUE (AB) 4,742,352 3,439,185 25111 3,592,830 2,331,615

(a) Consisting of all operating revenues, financial revenues and other operating revenues, positive monetary and exchange differences and
revenues from the construction of assets. (b) Consisting of operating costs and expenses such as: general materials, treatment materials,
services, power and electricity, general expenses (excluding water usage expenses and meals/snacks) and staff training courses. Excludes
depreciation and amortization costs and debts written off. (€) Salaries and employee benefits - Consisting of salaries and charges (excluding
courses and training), meals/snacks and sums paid to government institutions (personnel charges and taxes). (d) Payment to capital
providers - Consisting of interest on shareholders’ equity/additional dividends proposed, financial expenses paid such as interest, fines and
other financial expenses (excludes income tax on remittances abroad), and monetary adjustments and exchange differences paid. Does
not include retained earnings. (e) Payments to governments - Consisting of Cofins/Pasep on operating and non-operating revenues,
tax expenses, income and social contribution taxes (excluding the deferred portion), income tax on remittances abroad and water usage.
(f) Investments in the community - Consisting of institutional support, support for events, reception, exhibition and tax incentives distributed
between the areas of education, culture, health, sports, fighting hunger and food safety.




2018
AWARDS AND

RECOGNITIONS

Member of the BOARD OF GOVERNORS OF THE
WORLD WATER COUNCIL - group of commercial
organizations, elected during the 8" meeting of the
council's general assembly, which was held in France.

ANEFAC-FIPECAFI-SERASA TRANSPARENCY TROPHY

2018 - category of Publicly-Held Companies with
Net Revenues in excess of R$5 billion, granted

by the National Association of Finance Executives,
the Financial, Accounting and Actuarial Research
Foundation and Serasa Experian, due to the
classification of the Company’s financial statements
among the ten most transparent ones in Brazil.

DATACENTER DYNAMICS GLOBAL AWARDS - champion in the
category “Datacenter Operations Team of the Year -
Enterprise”, awarded by DatacenterDynamics.

Finalist in the GLOBAL WATER AWARDS, in the category
“Water Company of the Year”, given by Global Water
Intelligence, for the Company’s significant contribution
to the international development of the water sector.

VALOR 1000 AWARD, in the category
“water and sanitation”, granted
by the newspaper Valor Economico.

MODERN CONSUMER AWARD FOR EXCELLENCE IN
CUSTOMER SERVICES 2018, in the ‘public services’
category, given by the Padrao Group to

the Regional Systems Department’s Call Center.

SMART CUSTOMER, SERVICES, TELECOM & UTILITIES
AWARD 2018 - first place in the Social Responsibility
category, given by Smart Customer to the Metropolitan
Department’s Telephone Assistance Division.

NATIONAL AWARD FOR QUALITY IN SANITATION 2018,

given by the Brazilian Sanitary and

Environmental Engineering Association to several of
the Company’s units, most notably the Level IV award -
Quiron Ruby Trophy to the Metropolitan Department.

SAO PAULO STATE AWARD FOR MANAGEMENT QUALITY 2018,
given by the Instituto Paulista de Qualidade da Gestao
(S&o Paulo State Management Quality Institute) to
several of the Company’s units.

“MOST SUCCESSFUL BEST PRACTICES AND EXPERIENCES IN
WATER AND SANITATION IN THE AMERICAS™ AWARD, given by
the Inter-American Development Bank and partners,
for the “Metropolitan Green Belt” Program.

Renewal of the 1S0 17,025 ACCRED|TAT|UN, conferred
by the National Institute of Metrology, Quality and
Technology, to the microbiology, inorganic, organic
and treatment materials’ laboratories.

15T PLACE IN THE 2018 NEW SANITATION RANKING

OF THE INSTITUTO TRATA BRASIL, which recognized Franca
as the best Brazilian municipality in sanitation for the
sixth year in a row, among the 20 best cities.

Other cities considered which are served by Sabesp,
included: Sao José dos Campos (7" position),
Taubaté (8" position) and Santos (12" position).

The complete list of awards and recognitions received in 2018 can be found at https://bit.ly/2TqjrBC
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102-51 102-52 Companhia de Saneamento Basico do Es-
tado de Sao Paulo - Sabesp voluntarily publishes its Sus-
tainability Report for the twelfth consecutive year, which has
information on its operations and initiatives undertaken to
ensure the Company’s sustainable development, responding
to the main demands and expectations of its stakeholders.
102-54 As in previous editions, this publication follows
the guidelines of the Global Reporting Initiative (GRI),
an international reference organization for sustainability
reporting, with the adoption of the GRI Standards version,
in the Essential agreement option. The indicators are
referenced throughout the text and can also be found in
the GRI Content Summary.
102-10 102-50 102-53 102-56 As in previous editions,
this publication follows the guidelines of the Global Re-
porting Initiative (GRI), an international reference orga-
nization for sustainability reporting, with the adoption of
the GRI Standards version, in the Essential agreement
option. The indicators are referenced throughout the text
and can also be found in the GRI Content Summary.

If you have any questions on the contents of this pub-
lication, or wish to send suggestions and comments,
please contact us at sustentabilidade(dsabesp.com.br

PRIORITY OF SUBJECTS

102-40 102-42 102-43 102-44 102-46 The adequate survey
of the material subjects of Sabesp is key to preserve the
Company'’s ability to generate sustainable value and to
concretize its contribution with modern, fair and com-
petitive practices in its operating segment.

Ina continuous process of improving the sustainability
management and communication, in 2018 Sabesp revised
its materiality matrix, resulting in an update of its (most
relevant) material subjects. The process was carried out
based on the results of the survey of the matrix prepared

21 - https://bit.ly/2FU4GFz

Y/ SIA VL0900 00044 000044507

in 2017 - which can be found on the Company’s website
- complementing the views of investors and the media?'.

Both points of view were analyzed and considered in
the review of the prioritization of the themes presented
in 2017, which resulted in a new list of material subjects,
which supported the composition of this report.

MATERIAL SUBJECTS

102-47 The selected material subjects, in order of pri-
ority, were:

—_

PROMOTION OF UNIVERSAL ACCESS TO WATER AND SEWAGE

2. DEVELOPMENT OF LOCAL COMMUNITIES

3. WATER CRISIS

4. TRANSPARENCY AND ENGAGEMENT WITH STAKEHOLDERS

5. CORPORATE GOVERNANCE AND TRANSPARENCY

6. WASTEWATER AND RESIDUES MANAGEMENT

7. CHALLENGES FOR THE BUSINESS GROWTH AND EXPANSION

8. IMPROVED ECO-EFFICIENCY OF OPERATIONS

9. TRANSPARENCY IN RELATIONS WITH REGULATORY ENTITIES

10. WATER LOSSES IN DISTRIBUTION

102-48 102-49 The limits each subject listed above, inside
and outside the Company, were discussed in the relevant

chapters of the report, as well as any necessary infor-
mation or reformulations published in previous reports.
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ANNUAL SOCIAL BALANCE SHEET - 2018

1—CALCULATION BASIS
NET REVENUE (NR)
OPERATING RESULT (OR)
GROSS PAYROLL (GPR)

2—INTERNAL SOCIAL INDICATORS

FOOD

COMPULSORY SOCIAL CHARGES
PRIVATE PENSION

HEALTH

OCCUPATIONAL SAFETY AND HEALTH
EDUCATION

CULTURE

TRAINING AND PROFESSIONAL DEVELOPMENT

DAY-CARE OF DAY-CARE ASSISTANCE
PROFIT SHARING

OTHERS

TOTAL — INTERNAL SOCIAL INDICATORS

3—EXTERNAL SOCIAL INDICATORS

EDUCATION

CULTURE

HEALTH AND SANITATION

SPORT

HUNGER RELIEF AND FOOD SECURITY
OTHERS

TOTAL CONTRIBUTIONS TO SOCIETY
TAXES (EXCLUDING SOCIAL CHARGES)
TOTAL — EXTERNAL SOCIAL INDICATORS

44— ENVIRONMENTAL INDICATORS

2018 VALUE (THOUSAND RS)

16,085,093

5,176,655

2,630,152

Oy GOVERGPR  ZOVERNR
193966 735 1217
ureR 9 154
B 146 0
78659 0560 173
1350 0517 008
3451 1% 0o
328 00, 0007
13883 0S% 00
206 008 001
0061 382 06X
4566 0 003
B350 3011 558
oSy KOVEROR  ZOVERNR

0 000, 000
AT 0 018
3750 07 00
30 oM 0o
0 000, 0007
M0 0L 008
08 0T 02
255759 498 1583
2586046 49961 1608

VALUE

mousaors  +OVEROR

%OVERNR

2017 VALUE (THOUSAND RS)

16,608,192

3961.668

2773327

oS GOVERGPR  ZOVERNR
18617 6M% 127
A e 15w
60083 245L 04T
w65 65 128
915 03 006
168 006, 0qm
39 001, 000
B.687 0317, 006
2263 008% 002
8923 3 05%
1731 006, 001
T8I0 2805 53%
oS KOVEROR  ZOVERNR

298 00, 0007
N8 0 o2
7502 019 005
758 019, 008
0 000, 000
w56 03B 009
6032 15 041
238625 78 159
2388967 60301 1635

VALUE

(THOUSAND R9)

%OVEROR

% OVERNR

6 — RELEVANT INFORMATION REGARDING THE EXERCISE OF CORPORATE CITIZENSHIP

RATIO BETWEEN HIGHEST AND LOWEST COMPENSATION IN THE COMPANY

TOTAL NUMBER OF WORK RELATED ACCIDENTS

SOCIAL AND ENVIRONMENTAL PROJECTS DEVELOPED
BY THE COMPANY WERE DEFINED BY:

THE SAFETY AND HEALTH STANDARDS
IN THE WORKPLACE WERE DEFINED BY:

REGARDING THE TRADE UNION FREEDOM, THE RIGHT
T0 COLLECTIVE BARGAINING AND TO INTERNAL REPRESENTATIONS
OF THE EMPLOYEES, THE COMPANY:

PRIVATE PENSION PLAN INCLUDES:

PROFIT OR RESULT SHARING INCLUDES:

WHEN SELECTING SUPPLIERS, THE SAME ETHICAL
AND SOCIAL AND ENVIRONMENTAL RESPONSIBILITY
STANDARDS ADOPTED BY THE COMPANY:

REGARDING EMPLOYEE PARTICIPATION

IN VOLUNTEER PROGRAMS, THE COMPANY:

TOTAL NUMBER OF CONSUMER COMPLAINTS AND CRITICISMS:

% OF COMPLAINTS AND CRITICISMS ANSWERED OR RESOLVED:

2018
16.9
126

() DIRECTORS
(X) DIRECTORS E MANAGERS
() ALL EMPLOYEES

(X) DIRECTORS AND MANAGERS
() ALL EMPLOYEES
() ALL + OSH COMMISSION

() DOES NOT GET INVOLVED

() FOLLOWS ILO REGULATIONS

(X) ENCOURAGES AND FOLLOWS
ILO REGULATIONS

() DIRECTORS
() DIRECTORS AND MANAGERS
(X) ALL EMPLOYEES

() DIRECTORS
() DIRECTORS AND MANAGERS
(X) ALL EMPLOYEES

() ARENOT CONSIDERED
() ARE SUGGESTED
(X) ARE REQUIRED

() DOES NOT GET INVOLVED
() SUPPORTS
(X) ORGANIZES AND ENCOURAGES

IN THE COMPANY: 36,819
AT PROCON: 1,879
IN JUSTICE: 336

IN THE COMPANY: 98.067%
AT PROCON: 90.31%

2019 GOALS
NA
17

() DIRECTORS
(X) DIRECTORS E MANAGERS
() ALL EMPLOYEES

(X) DIRECTORS AND MANAGERS
() ALL EMPLOYEES
() ALL + OSH COMMISSION

() WILL NOT GET INVOLVED

() WILL FOLLOW ILO REGULATIONS

(X) WILL ENCOURAGE AND FOLLOW
ILO REGULATIONS

() DIRECTORS
() DIRECTORS AND MANAGERS
(X) ALL EMPLOYEES

() DIRECTORS
() DIRECTORS AND MANAGERS
(X) ALL EMPLOYEES

() WILL NOT BE NOT CONSIDERED
() WILL BE SUGGESTED
(X) WILL BE REQUIRED

() WILL NOT GET INVOLVED
() WILL SUPPORT
(X) WILL ORGANIZE AND ENCOURAGE

IN THE COMPANY: NA
AT PROCON: NA
IN JUSTICE: NA

N THE COMPANY: NA
AT PROCON: NA

INVESTMENTS RELATED T0 COMPANY'S PRODUCTION / OPERATION NA NA NA 7.348 0.19% 0,057 N ALSTICE 77 361 NUSTICE
INVESTMENTS IN EXTERNAL PROGRAMS AND / OR PROJECTS NA NA NA 12531 032 0.0%%
TOTAL ENVIRONMENTAL INVESTMENTS NA NA NA 19.879 0507 0,14 TOTAL VALUE ADDED TO DISTRIBUTE (IN THOUSAND R$): IN 2018 10,231,289 IN 2017: 8,757,598
REGARDING THE ESTABLISHMENT OF “ANNUAL GOALS” TO MINIMIZE RESIDUES, }X ’)HQEE"[[S’ e fx ))HGEENrg e, 26.1%— GOVERNMENT 26.6% — GOVERNMENT
EEHIEIENCHIN THE USE F NATURAL RESDURCES HE COMBANY e () MEETS51TO e () MEETS51 10751 DISTRIBUTION OF VALUE ADDED (OVA e e
: () MEETS 76 70 1007 () MEETS 7670 1007 ' 22 4% — THIRD PARTIES; 17.3% — THIRD PARTIES:
5— FUNCTIONAL BODY INDICATORS 2018 2017 21.1%— RETAINED 21,97 — RETAINED
NUMBER OF EMPLOYEES AT END OF PERIOD 14,449 13,672 7 — OTHER INFORMATION
NUMBER OF ADMISSIONS DURING THE PERIOD 1019 18
NUMBER OF OUTSOURCED EMPLOVEES 415 " SABESP DOES NOT HIRE OUTSOURCED LABOR, ONLY CONTRACTS SERVICE PROVISIONS ACCORDING TO BUSINESS NEEDS:
NUMBER OF INTERNS 956 910 “GIVEN THE DIRECT RELATION BETWEEN ENVIRONMENTAL ACTIVITIES AND THE COMPANY'S ACTIVITIES, IT IS NOT POSSIBLE T0 SPECIFICALLY SEGREGATE
NUMBER OF EMPLOVEES OVER 5 YEARS 0L 0360 o ENVIRONMENTAL EXPENDITURES FROM THE COMPANY'S TOTAL OPERATING EXPENSES AND INVESTMENTS. THUS, AS OF 2018, SABESP WILL NO LONGER REPORT THE
: : ENVIRONMENTAL INVESTMENT INDICATOR. THE DATA REPORTED UNTIL 2017 ARE PARTIAL, REFERRING ONLY TO ENVIRONMENTAL MANAGEMENT AND RATIONAL USE
NUMBER OF WOMEN WORKING IN THE COMPANY 2058 2752 OF WATER CORPORATE PROGRAMS BESIDES OTHER LOCAL INITIATIVES.”
PERCENTAGE OF SENIOR POSITIONS HELD BY WOMEN 22281 2097 “THIS COMPANY DOES NOT USE CHILD LABOR OR SLAVE LABOR, HAS NO INVOLVEMENT WITH PROSTITUTION OR SEXUAL EXPLORATION OF CHILDREN OR TEENAGERS
NUMBER OF BLACKS WORKING IN THE COMPANY 246k 230 AND IS NOT INVOLVED WITH CORRUPTION.”
PERCENTAGE OF LEADERSHIP POSITIONS HELD BY BLACKS LT 4831 “OUR COMPANY VALUES AND RESPECTS DIVERSITY BOTH INTERNALLY AND EXTERNALLY.”
NUMBER OF PEOPLE WITH DISABILITIES OR SPECIAL NEEDS (INCLUDES " -
EMPLOYEES AND PARTNERSHIP WITH AME)

90 1




GRI SUMMARY ...

GENERAL DISCLOSURES

GRI

STANDARD

GRI 102: 2018 GENERAL DISCLOSURES

102-1
102-2
102-3
102-4
102-5
102-6
102-7
102-8
102-9
102-10
102-11
102-12
102-13

102-14
102-15

102-16

102-18
102-22
102-23

102-24

102-40
102-41
102-42
102-43
102-44
102-45
102-46
102-47
102-48
102-49
102-50
102-51
102-52
102-53
102-54
102-55
102-56
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DISCLOSURE

ORGANIZATIONAL PROFILE

Name of the organization

Activities, brands, products and services

Location of the headquarters

Location of the operations

Nature of ownership and legal type

Markets served

Organization size

Information on employees and workers

Supply Chain

Significant changes in the organization and its supply chain
Precautionary approach or principle

Initiatives developed externally

Participation in associations

STRATEGY

Statement of the senior decision maker

Main impacts, risks and opportunities

ETHICS AND INTEGRITY

Values, principles, standards and behavior standards
GOVERNANCE

Structure of governance

Composition of the highest governance body and its committees
Chairman of the highest governance body

Selecting and appointing the highest governance
body and its committees

ENGAGEMENT OF THE STAKEHOLDERS

List of stakeholder groups

Collective bargaining agreements

Identification and selection of stakeholders

Approach to stakeholder engagement

Main subjects and concerns raised

Companies included in the consolidated financial statements:
Defining the contents of the report and the limits of the subject
List of material subjects

Reformulations of information

Changes in the report

Reporting period

Date of most recent report

Report Cycle

Contact point for questions about the report

Option according to GRI Standards

GRI Content Index

External assurance

PRINCIPLES OF
THE UN GLOBAL
COMPACT

SUSTAINABLE
DEVELOPMENT
GOALS

PAGE/URL

10
10
Sao Paulo/SP
10
21
10
10
85 6 8
Al
Al
20
68
68

10,22 10 16

18
18 5,16
18 16

18 5,16

N
76 3 8
9
13N
139N
10
N
N
N
N
N
N
N
N
N
N
N

MATERIAL TOPICS

GRI

STANDARD

GRI 103: 2018

MANAGEMENT
APPROACH

GRI201: 2018
ECONOMIC
PERFORMANCE

GRI 103: 2018
MANAGEMENT
APPROACH

GRI202: 2018
PRESENCE IN
THE MARKET

GRI 103: 2018
MANAGEMENT
APPROACH

GRI203: 2018
INDIRECT
ECONOMIC
IMPACTS

GRI 103: 2018
MANAGEMENT
APPROACH

GRI 205:
2018 FIGHT
AGAINST
CORRUPTION

GRI 103: 2018
MANAGEMENT
APPROACH

GRI 206:
2018 UNFAIR
COMPETITION

GRI103: 2018
MANAGEMENT
APPROACH

GRI 301:2018
MATERIALS

GRI103: 2018
MANAGEMENT

APPROACH

GRI 302:
2018
ENERGY

103-1
103-2
103-3
201-1

201-2

103-1
103-2
103-3

202-1

103-1
103-2
103-3

203-1

103-1
103-2
103-3

205-1
205-2

103-1
103-2
103-3

206-1

103-1
103-2
103-3
301-1

103-1
103-2
103-3
302-1
302-3
302-4
302-5

DISCLOSURE

ECONOMIC PERFORMANCE

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach

Direct economic value generated and distributed

Financial implications and other risks and
opportunities due to climate change

Financial assistance received from government
PRESENCE IN THE MARKET

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach

Variation of the proportion of the lowest initial
wage compared to the local minimum wage

INDIRECT ECONOMIC IMPACTS

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach

Development and impact of investments
in infrastructure and services offered

Significant indirect economic impacts

FIGHT AGAINST CORRUPTION

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach

Operations subject to risk assessments
related to corruption

Communication and training on anti-corruption
policies and procedures

Confirmed cases of corruption and measures taken
UNFAIR COMPETITION

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach

Lawsuits brought on by unfair competition,
trust and monopoly practices

MATERIALS

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach
Materials used by weight or volume

Used materials from recycling

ELECTRIC POWER

Explanation of the material topic and its limits
Management approach and its components
Evolution of the management approach
Consumption of energy within the organization
Energy intensity

Reducing electricity consumption

Reducing the energy needs of products and services

PAGE/URL  THE UN GLOBAL

50
90
50
87

20

Does not receive

13
13
13

87

4k, 61
4k, 61
44, 61

41, 46
41,46

18-20
18-20
18-20

18

Not
available

19

ol
o1
o1

Not
available

nnmn

nn

nnmn
14
14

63

63

63

14

14
14, 46, 63

14

PRINCIPLES OF ~ SUSTAINABLE
DEVELOPMENT
COMPACT GOALS
7
7 1,5,8,16
2,5,1.89
7 13
6 1.5.8
25791
1.2,3.8.10.17
10
10
10
10 16
10 16
10 16
16
1.8
7.8
1.8 8,12
8 8.12
1.8.9
1.8.9
1.8 1.8.12,13
8 7.8.12,13
8.9 1.8.12.13
8.9 7.8.12.13

93




SABESP SUSTAINABILITY REPORT 2018

MATERIAL TOPICS

WATER

GRI 103: 2018

Mﬁggg{%f 103-2 Management approach and its components

grigos:  303-1 Total water collection by source

Sl oarageandraolume oot eolodandreused % 0 4an

BIODIVERSITY

GRI103:2018

Mﬁgéggrcﬁ:ﬂ -2 Management approach and its components

Own, leased or managed operating units within

tmidd 304-1 or adjacent to protected areas and areas with high 2 8 6,14,15
biodiversity located outside protected areas
EMISSIONS

Explanation of the material topic and its limits

GRI 103: 2018
MANAGEMENT
APPROACH

Evolution of the management approach

=EQ

R=ES

§E§ 305-2 Indirect emissions of greenhouse gas (Scope 2) 14, 62 7.8 3,12,13,14,15
BSZ 3053 Other indirect greenhouse gas emissions (Scope 3)  1h62 18 312131415

WASTEWATER AND RESIDUES

GRI103: 2018

Mﬁygggzdcﬁ:ﬂ -2 Management approach and its components

i 306-3  Significant leaks 8 3,6,12,14,15

Jos
Explanation of the material topic and its limits

Not
applicable
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GRI103:2018
MANAGEMENT
APPROACH

Evolution of the management approach

GRI 401:
2018 JOBS

DIVERSITY AND EQUAL OPPORTUNITIES

GRI103:2018

“ﬁé‘?ﬁﬁk‘cﬂ" -2 Management approach and its components

Diversity in governance bodies and employees

DIVERSITY
AND EQUAL
OPPORTUNITIES

GRI405: 2018

LOCAL COMMUNITIES
GRI103. 2018 :
“ﬁé‘?ﬁﬁk‘cﬂ" -2 Management approach and its components 33, 41, 44, 61
GRIA13: Operations with implemented programs
w18L0CAL  413-1 of local community engagement, impact assessment 61 1 1
COMMUNITIES and local development
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GLOBAL COMPACT AND SDGs

PRINCIPLES OF THE UN GLOBAL COMPACT:

Respecting and protecting human rights

Preventing violations of human rights

Supporting the freedom of association of work

Abolish forced labor

Abolish child labor

Eliminate discrimination in the workplace

Supporting a precautionary approach to environmental challenges
Promoting an environmental responsibility

Encouraging technologies that do not harm the environment

. Fight corruption in all its forms, including extortion and bribery

SUSTAINABLE DEVELOPMENT
GOALS (SDGs):

End poverty

End hunger

Ensuring health and well-being
Ensure quality education
Achieving gender equality
Ensure water for all

Ensuring a sustainable energy

e A e A

Promote economic growth

o

Promoting inclusive and sustainable industries

—
(@)

. Reducing inequality among peers

_
_

. 1Building inclusive cities

—_
No

. Promoting a sustainable consumption

w

. Fight climate change

~

. Sustainable use of the oceans

—_
1

. Promoting terrestrial ecosystems

—_
o~

. Promote peaceful cities

_
~J

. Strengthening global partnerships
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CORPORATE INFORMATION

Sabesp Sustainability Report 2018

Suggestions/Comments: sustentabilidade(@sabesp.com.br

SOCIAL NETWORKS

youtube.com.br/user/saneamentosabesp
flickr.com/sabesp
facebook.com/oficialsabesp
twitter.com/ciasabesp

SERVICE

Virtual Agency

Your service agency on the internet.

Request a second copy of the bill,

fix leaks, check the consumption history

and learn where to make payments.
https://www9.sabesp.com.br/agenciavirtual

Sabesp Mobile

Application compatible with Android and i0S
operating systems. Request second copy,
consumption history, guidance on automatic
debit and notices on maturity of debits

and increased consumption. The customer
may also report leaks of water and sewage.

Online Services

Seek our attendants and ask your
questions on the services. From Monday to
Friday from 8 a.m. to 9 p.m. and Saturdays
from 8 a.m. to 5 p.m.

sabesp.com.br ¢ Option: atendimento online

Service Agencies

Find the nearest service agency for

your residence on the website or on

the water bill delivered at your residence.
sabesp.com.br ¢ Option: agéncias de atendimento

SERVICE CENTER

195 (toll-free)

For emergencies such as lack of water,
leaks and blocked sewage.

24 hours, every day.

COMMERCIAL SERVICES

For information on accounts, request

of second copies (in case of loss or non-receipt],
request for services, addresses, useful telephone
numbers and explanatory leaflets.

Sao Paulo Metropolitan Region
0800-0119911 [toll-free)

Monday to Friday from 7 a.m. to 9 p.m.
and Saturdays from 8 a.m. to 5 p.m.

Inland and coast
0800-0550195 (toll-free]
24 hours, every day.

OMBUDSMAN

0800-0550565 [toll-free)

- With the protocol number in hand,

users can register complaints about services
already requested. In addition, it is possible
to send criticisms, denunciations

or compliments.

From Monday to Friday, from 8 a.m. to 6 p.m.
sabesp.com.br ¢ Option: ouvidoria
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