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GLOSSARY

© Adjusted Net Income
Net income less the 5% legal reserve. The Braziliapo@aion Law requires publiclield
companies to appropriate 5% of their annual net income to the profit reserve before profits are
distributed, limiting this reserve to up to 20% of the total value of the capital stock.

© Advent

Advent International Corporatiorpfivate equity fund).

© ADVPL

Advanced Protheus Language, language used in the development of Protheus ERP software,
originated from Microsig.

© Arbitration Rules
Arbitration Rules of the Market Arbitration Chamber.

© AsP

Application Service Provider, hardware rental and software hosting service.

© Arbitration Clause
Arbitration Clause, whereby Company, its shareholders, management, members af Fisc
Council and BM&FBOVESPA, resolve through arbitration any dispute or controversy, which may
arise among them, related to or arising, in particular, validity, effectiveness, interpretation,
breach and its effects of the provisions in the Corporations ltla@Bylaws of Company, the
rules issued by the CMN, the Central Bank and CVM, and as other rules concerning the
operation of capital markets in general, beyond those contained in these listing rules, the
Arbitration Rules and the Participation Agreementthe Novo Mercado.

© Authorized Reseller
Responsible for commercialization of services, working with the franchises.

© BI

Business Intelligence, groab tools that summarizes analytical data and presents it in a linear
and graphic format.

© BNDES

National Banlof Social and Economic Development.

© BNDESPAR
BNDES Participacdes §. BNDESPAR is a business corporation, which has been established as
an integral subsidiary of the BNDES. It carries out capitalization operations of undertakings
controlled by private @@ dzLJA X ¢ KAf S | 0ARAY3I 06& (GKS .b59{Q LIXIlya I

© Board of Market Arbitration
Board responsible for settling disputes or controversies arising in particular, the provisions of
the Novo Mercado Participation Agreement in the Novo Mercado Regulationl&ieq of
Arbitration,2 Y G KS O2YLJI yeQa . &f | g & archived &t tha ompEBYyK 2 f RSNA | I NE
the provisions of the Corporations Act by Shares, the rules issued by CMN, BACEN or CVM, in
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BM&FBOVESPA regulations and other rules applicable to thealcayairkets in general work,
or arising by arbitration, pursuant to its Arbitration Rules.

© BSC
Balanced Scorecard, management model created by Kaplan and Norton that helps
organizations translate their strategies into quantifiable operational objectives.

© BOVESPA / BM&FBOVESPA
BM&FBOVESPA S¢/Bolsa de Valores, Mercadorias e Futufos) 2 t I dzf 2 Qa . { 1201 9 EOKI y =

© Business Agents
Sales representativahat can be individuals or companies.

© Buying Shareholder
Any person, including, without limitation, anyndividual or legal, investment fund,
condominium, portfolio of securities, universality of rights or other form of organization,
resident, domiciled, or headquartered in Brasil or abroad, or Group of Shareholders

© B2B

Business to Business, indicates sa#dations among companies.

© cCall Center
Telemarketing, sales over the telephone, customer care, help desk, CTI and Field Service
Management, considered conjunctively.

© cMMmI
Capability Maturity Model Integration, the standardized model of quality control used
software development processes, with five levels of maturity.

© CMN

Conselho Monetario Nacional, Brazilian Monetary Council.

© CNPJ

(National Register of Legal Entities), Brazilian Taxpayers Identification Number.

© Company
TOTVS SA.

© Contract ofParticipation in Novo Mercado
Contract celebrated among, on one hand, BM&FBOVESPA and on the other, the Company, the
managementandthe k€1 = O2y il AyAy3d 206t A3JLGA2ya G2 /2YLIl yeQa f
Novo Mercado is a listing segment designed foarss issued by companies that voluntarily
undertake to abide by corporate governance practices and transparency requirements in
additional to those already requested by the Brazilian Law and CVM (Brazilian Securities and
Exchange Commission). The admisstioNovo Mercado implies the compliance with corporate
rules, known as "good practices of corporate governance", which are more rigid than those
required by the current legislation in Brazil. These rules, consolidated in the Listing Regulation,
increase bareholder's rights and enhance the quality of information commonly disclosed by
companies. Additionally, the Market Arbitration Panel for conflict resolution between investors
and companies offers a safer, faster and specialized alternative to investors.
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© Corporate Model
In the corporate modelthe client acquires the license for unlimited rights of use in his
operating segmentwithout restriction o the number of simultaneous users, by paying (fully
or in installments) the license amount at the time aintracting the service and additional
annual payments according to a growth metric pertaining to his operating segment.

© cwm

Brazilian Securities Commission

© Diffuse Control
The power of control exercised by a shareholder holding less than 50% of the wayiital of
the company, as well as a GroupSifareholders with is not signaioto the voting agreement
and not under common control and not act representing a common interest.

© EBITDA

Earnings Before Interest, Taxes, Depreciation and Amortization.

© ERP
Enterprise Resource Planning, a system that integrates all the departments and divisions of a
business into one software.

© GAAP

Generally Accepted Accounting Principles.

© IFRS
International Financial Reporting Standards, a set of international accounting standards
published and reviewed by the International Accounting Standards Board (IASB).

© IGRM
indice Geral de Precos ao Mercado, General Price Index, published lgyFe@dacao Getlio
Vamas, similar to PPI Indexnflation index at producer level.

© INSS

Instituto Nacional de Seguridade Social, Brazilian Social Security Institute.

© Intelligence Tools
Software that compile andnalysesnformation derived from operational applications such a
ERP to assist the management of tactical and strategic level of business.

© IBGE
Instituto Brasileiro de Geografia e Estatistica, a body of Brazilian Planning Ministry that
provides, among othesocial,demographic and economgtatistics.

O IPCA
indiceNacional de Precos ao Consumidor Amplo, Brazilian Extended National Consumer Price
Index, published by IBGE, similar to CPI Imdafation index at consumer level.



REFERENCE FORM 2015 V3

TOTVS 3.1 12
© 1S0O 9001
The ISO 9000 family of standards relate to quality management systems addsigeed to
help organizations ensure they meet the needs of customers and other stakeholders. The
standards are published by ISO, the International Organization for Standardization. Third party
certification bodies provide independent confirmation that ganizations meet the
requirements of ISO 9001. TOTeéRificate of quality was awarded by Fundacéo Carlos Alberto
Vanzolini.

© Java

A kind of programming language.

© LGEH
LCEH Empreendimentos e Participacdes S.A., one of TOTVS shareholders.

© Logocenter
Logocenter S.A.

© Maintenance
alAyiaSylry0OS NBFSNAR (G2 (GKS RStAGSNER 2F ySgs OGSNBRAAZY.
containing updates related to technological, functional @gdl enhancements, as well as the
provision of help desk.

© Makira
Makira do BrasiB.A.

© MBA
Master2 ¥ . dzAAy Saad ! RYAYAAGNI A2y YIFadSNRa RS3INBS

© Microsiga
aAONBAADlL {2FGoIFNB { ! & F2NN¥SNI ¢che¢+x{Q yIYS dzyGAf =

© Module
A module is a part of integrated business management software, that may be an ERP, CRM, or
other, and is integrable tthe other parts of the software.

© N/A
Not applicable.

© Novo Mercado (New Market)
Special segment of BM&FBOVESPA listing representing companies adhéiighewilevel of
corporate governance. See also glossary for Contract of Participation in Novo Mercado, above.

© Novo Mercado Listing Regulation
This regulation establishes the requirements applicable to the trading of securities issued by
publicly traded companiesn the special listing segment of the stock market operated by
BM&FBOVESPASA. 2f all RS It 2NBa> aSNOFR2NAIFa S CdzidzNRa 6
Novo Mercado, which sets forth enhanced corporate governance standards for the listing of
such Companies,sawell as rules applicable to their Senior Managers and shareholders,
including the Controlling Shareholders.
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OPA

Public Acquisition Offer of securities.

SaaS

SaaS Software as a servids a software licensing and delivery model in which software is
licensed on a subscription basis

Selic
Brazilianinterestrate used as a benchmark for monetary policy.

STF
Sistema TOTVS de Franquias, TOTVS franchise system.

TILP

Taxa de Juros de LonBeazo, Long Term Imest Rate, is the basic cost of financing granted by
BNDES, created in 1995 in order to stimulate investments in sectors such as infrastructure,
technological research armbnsumption

TOTVS
TOTVS S.A. and its subsidiaries, considegether.

Traditional Model

The traditional mdel consists of licensing thegtits of use, through paymer(fully or in
installments)of a specific amountThe license is grant on a firm and rexclusive basis. The
license price is defined per user and the client pays the license amount for the number of users
it wishes to acquire. The number of users acquired is the maximum number of personnel that
may sinultaneously access thsystem
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1. IDENTIFICATION OF TNBIVIDUALKRESPONSIBLE FOR THE FORM CONTENTS

1.1. Statement and identification of the individuals responsible

Name of the individual responsible for the form contents Rodrigo Kede de Freitas Lima
Position President

Name of the individual responsible for the form contents Gilsomar Maia Sebastido
Position Investor Relation©fficer

The directors qualified above state that

(a) they reviewed this Reference Form;

(b) all the information contained inthis Reference Form meet the provisions of CVM
Instruction No. 480, especially articles 14 to 19;

(c) the set of information contained therein is a true, accurate and complete picture of
0§KS [/ 2YLI y afidanciabsiunator of thérisks inherent to & activities and
of the securities issued by it.
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2. AUDITORS

2.1. | 2.2.Regarding the independent auditors, indicate

Has Auditor: Yes

CVM Code: 287-9

Auditor type: National

Name/Corporate name: PriceWaterHouseCoopers Auditores Independetes
CNPJ: 61562112/0001-20

Services provisioning period: Since01/01/2012

Description of the services hired: | Professional services regarding the external audit of
Company’sfinancial statementsand the review the quarterly
information of the Company (parent compaaynd consolidated)

Total amount of the independent | In2014:

auditors compensation Audit of the financial statements: R$ 797,728, Diligences:
segregated by service: R$144134.25; Review of software developmeernvironment
controls (ISAE): R$1,67257

TOTAL: R$ 1,063,532

In2013:

Audit of the financial statements: R$747,000.00, Revoéw
software development environmerdontrols(ISAE):
R$127,300.70, Diligences: R$169,100.00

TOTAL: R$ 1,043,400.70

In2012

ExternalAudit ServicesR$50,000.00; Consulting of intern
processes : R3,046.17

TOTAL: R$84,046.17

Replacement justification: N/A

Reason presented by the auditor . N/A
in the event of disagreement with
the issuer's justification:

Name of the technical Marco Aurdio de Castro e Melo

responsible:

Services provisioning period: 01/01/2012

CPF: 078.020.18846

Address: Av. Francisco Matarazzd,400, Torre Toring Agua BrancaS&o
Paulo, SP, Brasil, CEBO01-903
Phone:55(11)36743647
Fax 55(11)36742000

e-mail: marcacastro@br pwc.com
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2.3.Provide other information that the issuer deems relevant

The Company policy regarding the hiring of services not related to external audit with the independent
auditors is based on the principles that preserve their independence. These principles consist of the
followinginternationally accepted standard&) the auditor must not audit his/her own work; (b) the
auditor must not exercise a management role in his/her client; and (c) the auditor must not generate
conflict of interests to his/her clients.

The pocedures adopted by the Company, according to itenait],2 of CVM Instruction No. 381/03:
Before the hiring of professional services other than those related to the external accounting audit,
the Company and its controlled companies adopt as formal procedure to consult the independent
auditors in order toensure that the performance of such other services does not affect their
independence and objectiveneascessary to the performance of the independent audit services, as
well asobtain the recommendatiorfrom its audit Committedgo the Board of Directordn addition,
formal statements are required from the same auditors regarding their independence in the
performance of the noraudit services.
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3. SELECTED FINANCIAL INFORMATION

3.1.Financial informationc Consolidated

2014 2013 2012

Net equity (in R$) 1,118,062,328.05 1,069,838,591.19 913,146,622.80
Total assets (in R$) 2,143,866,948.63 1.848,780,918.69  1.420,621,370.6¢
Net income (in R$) 1,772,447,553.98 1.611,793,430.37 1.413,976,039.17
Gross income (in R$) 1,173,288,717.25 1.070,498,169.87 957,156,479.75
Net income (in R$) 262,959,582,18 223,100,553.23 207,147980.02
Number of shares, exreasury 162,034,061 163,103,707 161,629,945
Book value of the share (in R$) 6.900169 6.545661 5.614874

Net income per share (in R$) 1.622866 1.367845 1.273714

3.2.Non-accounting measures

The company uses and discloses as-actounting measures the EBI&and the EBITDA margin as
showed in the table below:

Consolidated (in thousand R$ 2014 2013 2012
EBITDA 436,587 402,078 378,048
Margin 24.6% 24.9% 26.7%

The conciliation between these natcounting measures and the financial statements follows below:

Consolidated (in thousand R$) 2014 2013 2012
Net Income 262,798 223,100 207,148
Equity pickup 583 496 -
Income and social contributictaxes 97,460 93,267 81,049
Financial result (13,182) 2,657 8,623
EBITY 347,659 319,520 296,820
Depreciation / Amortization 88,928 82,558 81,228
EBITDA? 436,587 402,078 378,048
Net Revenue 1,772,447 1,611,794 1,413,976
EBITDA Margin%® 24.6% 24.9% 26.7%0

DThe EBIT is theet profit for theperiod, plusincome taxedinancialexpensenet of financiaincome

@ EBITDAHarningsbefore Interests, Taxes, Depreciation and Amortizatisnj non-accounting
measureprepared by theCompanygalculatedvatchingCVMinstructionNo.527 of October4™, 2012
¢ That consists in theat profit for the period, plustaxes on incomefinancial expenses, nédihancial
incomeand depreciation andmortization.

) EBITDA margin consists of the EBITDA divided by the net revenues of the same period.
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The Company understands that the EBITDA and the EBITDA Margin are the measures that most
contribute to TOTVS comparability with oth@mpanies of the sector in Biihand abroad, once the
companies of the sector may present different capital structures and different expense levels with
amortization, especially of intangibles coming from acquisitions.

In general, investments in research and development of the@ny are ot capitalized, beig fully
reflected in the research and development expense line of the income statement, fully impacting the
EBITDA and EBITDA Margin of the Company.

3.3.Subsequent events to the last financial statements

Subsequent events correspond to ewe occurred during the period corresponding to the end
of fiscal year 204 or December 31,2014 and the date of approval of the issuance of financial
statements by the Company’s Board of Directors, which is Ja@6a2015.

The Company reporte¢h its financial statements for the year ead December 31, 2014,
availableon the CVM website (www.cvm.gov.br) and on its own websdit the investor
relations sectionif.totvs.com):

On January2l1, 2015, TOTVS/entures, the vature capital unit of TOTVS S.&nnounced the
divestment of its norcontrolling interest in ZeroPaper. This investment is booked as a financial
assetat fair value through profit or loss i financial statements of theo@pany.

G Q& A Y Lidighlightythiat nd adjustments were rda in the consolidatedfinancial
statementson behalf of thissubsequent events.
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3.4. Policy for theprofits destination

In R$

2014 2013 2012

Rules for profit retention

The Company has no policy rules establishing additional to t
provided by law retentionAccording to Law 6,404/76, the Company ¢
retain five per cent (5%), at least, for the legal reserve, until it rea
twenty per cent (20%) of the social capitl.the year during which the
legal reserve balance plus the amounts of the capital reserves exq
thirty per cent (30%) of the social capital, the destination of part of
year profit to the legal reserve will not be mandatory. Moreov
according toLaw 6,404/76, the Company magtain the amount related
to the capital budget submitted by the management with the justificat
earnings retention, including the sources and uses of capital, fixe
current, and may last up a five (5) years, except irtase of
implementation for longer term,of investment project. Thecapital
budget may be approved by the General Meetingrésolve on the
Company’s financial positiayf the year andnay bereviewed annually
when ts longer than one fiscal year.

Legalretention (5%)

13,147,979.11 11,125,638.30 10,357,199.00

Profit retention in the

capital budget

84,148,832.64 55,628,191.52 78,786,415.20

rules for dividends

distribution

The amountcorresponding to twentfive per cent (25%) of the ne
adjusted yearly profit, as foreseen by Article 202 of the Corporations
will be destined to the payment of the minimum necessary dividend.

Frequency of dividends

distribution

At the end of eachsocial year. The Bylaws (art.)3df the Company
contain a provision regarding the possibility to distribute dividends
shorter periods.

occasional restrictions to
the distribution of
dividends imposed by law
or  special regulation
applicable to theissued, as
well as agreements,
judicial, administrative or
arbitral decisions

Currently there are no restrictions regarding the distribution of divide
imposed by law or special regulation or agreements applicable to
Company.
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Social Year

12/31/2014

12/31/2013

12/31/2012

Adjusted net profit

Dividend distributed regarding the adjusted net profi

wS G dz2Ny NI
Total dividend distri
Net profit retained

Retention approval

68 NB3IFNRAYSZ
buted

date

249.811.603,12
66,315087

v 14,816954

165.662.770,48

97.296.800,63
03/30/2015

14.589339
155,758,936.18
66,753,829.82

03/14/2014

211,387,127.70 196,786,781.00
73.684211 59.963563
12.922399

118,000,365.80
89,143,614.20

03/05/2013

Year endedl2/31/2014

Year endedl2/31/13

Year endedl2/31/12

Net profit
retained (R$)
Interest on
capital

Ordinary
shares
Mandatory
dividend
Ordinary
shares
Other
Dividends
Ordinary
shares

Amount Payment date

08/20/2014
01/14/2015

21,769,188.56
19,525,634.18

67,958,593.85  04/15/2015

56,409,353.89  04/15/2015

Amount Payment date

21,507,778.63
18,337,114.94

08/28/13
01/15/14

52,846,781.93 04/10/14

63,067,260.68 04/10/14

Amount

40,199,953,40

49,196,695.25

28,603,717.15

Payment date

01/17/13

04/10/13

04/10/13

3.6. Statement of dividends on the retained profits or reserves accosint

There were no dividends stated on the retained profits or reservesuanddn the social years of 201

2013 and 2Q.2.

3.7.Debt level

(Consolidated- in R$)

Social year 12/31/204

Total amount of the debt cény nature

Gearing Ratio

1,025,804,620.55

0.91748429
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3.8.Obligations according to the nature and maturity schedule

Social year, 12/31/2014 (in R$)

Type of Debt Within 1year 1lyearto 3years| 3yearto5years Over 5 years Total
SecuredGuarantee 38,535,162.61 62,840,064.49 4,474,156.14 0.00 105,849,383.24
Floating Guarantee | 33,834,164.88 62,928,694.30 16,091,000.00 0.00 112,853,859.18

UnsecuredGuarantee| 31573887485 378,656,083.20 112,706,420.08 0.00 807,101,378.13
Total 388,108,202.34 | 50442484199 133271576.22 0.00 1,025804,62055

Notes i) loans and financing with sureties were classified as unsecured guarantee; ii) the liabilities for
investmentacquisitions that are secured by investments in "Marketable Securities" were classified as
Secured Guarantee; iii) the debentures were classified as floating guaraariidis) other obligations
reflected in the balance sheet were classified as unsecguaglantee.

The information provided in this itemefersto the consolidated financial statements as at 31/12/201

3.9. Other relevant information

Net Income peshare, referred in the item 3,1s a result of the division of itefiNet Income by the
item "Number of sharesextreasury' presented at the same item.

The adjusted net income for the base payment of dividends presented iiteiime3.5 consists of the
net income of the parentompanyless 5%, with refers to the legal reserve.
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4. RISK FACTORS

4.1.Riskfactors description

a) Risks Related to th€ompany

The revenue depends substantially on the license, implementation and maintenance revenue
generated by enterprise management software products and related services

Therevenue dependsubstantially on the Companyésterprise management software and related
services, and more specificallpn the feescharged for itslicense and implementation and
maintenance services, Wi represented almost all dhe revenues. If competition or otler market
conditions force the Company to substantially lowempitges, if the demand for enterprise computer
software and related serves in Brazil decrease, or if the Compdays to sel new licenses and
services, its revenue might be lower than éspectations which could, as a result, midlly and
adversely affect theperating results, cash flows and liquidity.

TOTV3nay be unable to compete effectively in the highly competitive software industry

TOTVSompetes with a wide range of companie$dt are active in the global, regional and local
software and professional services market, companies engaged in the developmegrosource
software, whichmay provide free of charge, and companies engaged in consulting asduraing
activities. Somef its potential or current competitors are involved in a wider range of businesses, and
some of them have larger installed customer bases for their products and services, or have significantly
greater financial, technical, martieg and other resourceshin TOTVS hasnhancing their aility to
compete with the Company. Also, the Compaowuld lose market shra if the companies with whom

it competes introduce or acquire newproducts that compete with the Companyts add new
functionalities that do the same. In addition, as the enterprise management software market for large
businesses becomes increasingly saturated, sometsotompetitors, such as SAP, Oracle and
Microsoft, have indicated their intent to more aeely pursue the market for enterprise management
software for smalland mediumsized businesses, which could havenaterial adverse effect on the
Company usiness, results of operations, financial conditions and cash flows.

The Company’s success dade o its ability to develop new products and services, integrate
acquired products and services and enhaiiseexisting products and services

The enterprise management software market, which represents the main merketms of revenue

in which the TOVSompetes, is characterized by constant technological advances, evolving standards
in computer hardware, software and communications infrastructure, changing and increasingly
complex customer needs and frequent product impements and enhancements. TDTVSails to
anticipate these develapents to enhance and improve iBoducts and services in a timely manner

or to position or pricets products and sarices to meet market demand, treistomers may not buy

new softwae licenses and services from T@&Tgr itmay not be able to compete effectively for new
customers. In addition, standards for network protocols, as well as other stdadamlopted by the
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industry or for the Internet, are rapidlgvolving. Therefore, TOTW&Annot guarante that the
standads on which it has developed itarrent products or choose to gelop new products will allow
the Companyto continue competing effectively.

TOTVYrowth depends on the contined service of key members of isgnior management team
and on itsability to continue to attract and retain qualified individuals

Thefuture successf the Companylepends in large part on the contiad service of key members of

its senior management team.h€ loss of any key member of isgnior management team could
m-GSNRLEFf & | haSandioperatiohat fesits. TOTZS also relieke continued service

of qualified and key employees. There is substantial and continuous competition in the software
industry for highly skilled sales, tedbal and other pesonnel, as the Comparmmpmpetes in a global
market for theseservices. As a resulfOTVS3nay have to offer higher compensation to attract and
retain qualified employees, which may represent additional costs that may not be offset by improved
productivityor higher prices.

Gompetitors include vendors of market business applications (such as ERP, CRM and BI),
collaboration products and business intelligence products, and those engaged in open source
software initiatives, in which competitors may provide gwofare and intellectual property free and
companies engaged in consulting and outsourcing activities

The lower entry barriers, therecent trend towards outsourcing activities to external providers,
including new distribution mthods (e.g. Software as a Siegy and opportunities presented by the
Internet and e commerce, could result in increased competitionttoe Company” groducts through

the entry of systems integrators, consulting firms, telecommunications firms, computer hardware
vendors and other I$ervice providers.

In addition, TOTVi&elievesthat competition will increase as a result of consolidations among current
and potential customers dfs products as well as among itsompetitors, or as a result of strategic
alliances between itscompetitors and other companies. In response to competition, consolidation
within the industries in which we are active and genalerse economic conditions, TOTV Sheen
required in the past, and may be required in the future, to disalissounts 6r its products and
services or even modifis billing practices. These developments have affdcded may continue to
affect itsbusiness and results of operations.

TOTV3nay experience significant errors, delays or security flawgs products and services

Despite testing prior to their release, software products frequently contain errors or security flaws,
especially when first introduced or when new \ierss are released. Errors in #gsftware products

could affect their ability towork with other hardware or software products, could delay the
development or release of new products or new versions of products and could adversely affect
market acceptance of itproducts. If the Compangxperiences errors or delays in releasing new
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productsor new versions of products, ifsvancial condition, cash flow and results of operations could
be materially adversely affected. Software prodaators and security flaws in ifgoducts or services
could expose TOTVY® product liability, performance and/or weanty claims and could harm TOTVS’
reputation, which couldaffect its future sales of products and services. In addition, addressing
problems and claims associated with actual or alleged errors or security dlawequire significant
time and resources, which could divert resources and the attention of key employees from other
operations, result in unexpected expenses and have a material adverse effiéecbaniness, financial
position and results of operatis.

TOTVSnay fail to achieve itdinancial forecasts or make inadequate decisions due to inaccurate
sales forecasts or other factors

Therevenue, and particularlthe new software license revere, is difficult to forecast. TOTVSes a
GLALISEt AySéeé aeaidsSysz I 02YY2Yy ndtemidia iishBsindsiNgalésii A OS
team analyzes the status of all fisoduct and service sales and estimates when a customer is likely to
make a purchase decision and the amount of $aée. These estimates are aggregated periodically to
generate a sales pipeline and may prove to be inaccurate during a particular quarter or over a longer
period Ay LI NI 0SOFdzaS GKS LIALIStAYS aO2y@SNRAZY NI
sales) can be difficult to estimate. A variation in the conversion ratBepipeline itself can make

TOTVS to plan itsudget incorrectly thereby adversely affectiitg business or results of operations.

In particular, a reduction in demand for infoation technology or a dacceleration of the Brazilian or

Latin American economy could redudetconversion rate in certaiperiods as purchasing decisions

are delayed, reduced in amount or canceled. The conversion rate can also be affected by theytendenc

of some ofits customers to wait until the end of each month, quarter and fiscal period in the hope of
obtaining more favorable business terms. Besea substantial portion of itsoftware license revenue
contracts icompleted in thedtter part of a qiarter, and itscost structure is largely fixed in the short

term, revenue shortfalls tend to have a disproponately negative impact on igsrofitability. Delays

in even a small number of large softwareelse transactions can cause dgsarterly resuls to fall
significantly short of itpredictions.

IT security measures mayebbreached or compromised and fihay sustain unplanned IT system
outages

TOTVS reliemn encryption, authentication technology and firewalls to provide security for confidential
information transmitted to and by the Compaiyer the Internet. Anyone who circumvent security
measures of the Company and/or its suppliers could misappropriaterigtary information from the
Company and/or its customers, or cause interruptions in services or operations of the Company and
its customers. The Internet is a public network, and data is sent over this network from many sources.
In the past, computeriwses and software programs that disable or impair computers have spread
rapidly across the Internet. Computer ses could be introduced into isystems or those oits
customers or suppliers, which could disrupple Company sietwork or make it inacasibe to
customers or suppliers.eBurity measures may be inadequate toepent security breaches, and its
business would be harmed if TOT&#®s not prevent them. In additin, TOTV&ay be required to
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expend significant capital and other resources totpcd against the threat of security breaches and

to alleviate problems caused by breaches as well as by any unplanned unavailability of the IT systems
of the Company or its clients, generally for other reasevtsich could adversely affectbiusiness or
operational results.

Acquistions present many risks, and TOTWy not realize the financial and strategic goals that
were contemplated at the time of any transaction

The acquisition of assets an important element of the Company’s corporate strategy] aOTVS

expecs to continue to acquire companies, products, services and technologies. Risks we may
encounter due to an acquisition include the following: (i) the acquisititay not contribute to its

business strategy, or we may payra than its realvalue; (ii) itmay have difficulty assimilating the

acquired echnologies or products with ifroduct lines thereby failing to maintain uniform standards,

controls, proceduresnd policies; (iii) itselationship with current and new employeedieats ard

distributors could be impaired; (i¢he due diligence process may fail to identify technical problems,

adzOK Fa AaadzSa oA0GK GKS | OljdzAi NER 02 Yildlayfac®@a LINE F
contingencies related to product liability, intelleet property, financial disclosures and accounting

practices or internal controls; (vi) the acquisition may result in litigation from terminated employees

or third parties; (vii) the acquisition may divérti & Y I y I 3 S Y Sy («idting-ofetatiog; (i A 2y F
and (viii)it may be unable to obtain timely authorizations from governmental authorities under
competition and antitrust laws.

Additionally, the process of integrating the acquired operations may not result in expected benefits,
which could adverselyffect the Company's business. During this integrafioocess,the Company
may face several risks, including the following:

9 difficulties of integration, such as (i) higher costs than anticipated to continue the expansion of
distribution channels with quayi and capillarity to serve the market, (ii) inability to manage more
employees, geographically dispersed, and (iii) inability to effectively create and implement
standards, controls, procedures and uniform policies;

9 potential inability to coordinate andntegrate sales efforts and development of software to
effectively communicate the possibilities of selling combined products, so-setigsroducts and
successfully manage the combined sales of products as well as the integration of development
activities carried out by acquired companies, failing to maximize the expected synergies.

Moreover, there may be other unknown liabilities associated with the acquisition and integration of
acquired companies by the Company.

These factors could havematerialadverse effect on the Companyasiness, results of operations,
financial position or cash flows, especially in the case of acquisition of larger companies or acquisition
of a bigger number of companies. As the Company issue shares related to futursitamugjiexisting
shareholders may have their holdings diluted, and earnings per share may decline.
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TOTVSnay be subject to unfavorable results in legal or administrative suits that coattersely
affect itsresults and financial position

The Company is a party to legal and administrative suits. Unfavorable rulintieess suitsmay
negatively affect the results and financial position of the Company, if the guarantees contracted and
provisions constituted by the Company are not enough ullyfsatisfy the total amount that the
Company may be summoned to honor.

The Company is subject to ridlased processes allegations of breach of copyrights of third party
intellectual property

The Company is subject to this kind of risk due, in parthérecent increase in number of patents

and copyrights registered by tech companies. There may be technological improvements, growth and
development of new solutions new product madlg the Company with the objective of meeting
demand market with standals already developed and registered by other companies in the sector
information technology. The Company verifies the picture before development of their solutions in
order to reduce their exposure to lawsuits based on allegations of copyright infringenfent
intellectual property.

b) Risks related to the Company control

The Compangoesnot have one controlling shareholder or controlling group holding more than 50%
of voting capital, which could leave TOT\$8sceptible to alliances among shareholders, conflicts
between shareholders and other events arising from the absence of a controlling shareholder or
controlling group

The Company does not have a controlling shareholder or group holding an absolutetymaijis
voting capital. There is no established practice in Brazil of a public company without a controlling
shareholder.

In the event that a camolling group should emerge, TOTY&uld suffer sudden and unexpected
changes ints corporate policies andtrategies, including through methodsich as the substitution of

its board members or executive officers. Moreover, it is possible that we will become more vulnerable
to hostile takeover attempts, and to disruptions that may be associated with these attethpisy

also be possible that TOTW8comes a target of attacks ¥ investors attempting to evade the
provisions ofits by-laws that require a shareholder who acquires more than 20%safhares to
conduct a tender offer for all shares. The absence of a controlling shareholdeyur lgolding more

that 50% of thevoting capital could make certain decisioraking processes difficult, since the
minimum quorum required by law for certain deliberations may netdzhieved. In the event that
TOTVSIloes not have a controlling shareholder holding an absolute majority of vateqgtal, the
Company and itsninority shareholders may not enjoy the same protection given by the Brazilian
corporation law against abuses by other shareholders, consequently we could have difficulty in
obtaining reparations for damages caused. Any sudoleanexpected change ithe management
team, inthe company policy or strategic orientation, an attempt at acquisition of control or any dispute
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among shareholders concerning their respective rights may adversely #ftebtisiness and results
of operatons.

¢) Risks related to shareholders

The market value of the securities issued by Brazilian companies is influenced by the perception of
risk in Brazil and other emerging economies, which may have a negatffeceon the market price
of shares and mayestrict theaccess to international capital markets

Economic and market conditions in other emerging market countries, especially those in Latin America,
may influence the market for securities issued by Brazilian companies. Although economic conditions

iy adzOK O2dzy iNASa YI& RAFFSNI aAIyAFAOLyGfte FNRBY
developments in these other countries may have an adverse effect on the market value of securities

of Brazilian issuers.

Due to economic problems, invesgomay come to see investments in emerging markets with
heightened caution. There is no certainty that the international capital markets will remain open to
Brazilian companies or that the financing costs of these markets will be advantageous for TGEYS. Cr
in other emerging market countries could cool the enthusiasm of investors for securities of Brazilian
issuers, including TOTVS, which could adversely affect the market price of the Company shares.

dwidla NBEFGSR (2 /2YLlksyeaQa adoaiARAINRSE FYR | F3

All risk factors discussed under item 4.1 also apply to subsidiaries and affiliated companies.

egwAala NBfFGISR G2 /2YLIkyeQa altsSa OKIFIyySta
The restructuring of indirect sales channel could affect future operating results

The Company gdirect sales channel network consists primarily of franchises, authorized resellers
and business agentRelationships with ithdirect sales partners, especially the franchises, regné

an important element of itanarketing and sales effortd he financial results could be adversely
affected ifthe contracts with indirect salggartners are terminated, if theelationship with these sales
partners were to deteriorate, or if the financial condition of thesdes partners were to weaken.
TOTVSannd provide assurance that it wile successful in maintaining, expanding oveleping the
relationshipwith these sales partners. If TOTVS is not successiulaytlose sales opportunities,
customers and market share
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The solutions from the acquired companies depend on technology licensed from third parties to the
Company, and the loss of this technology could delay the launch of products or could force the
Company to pay higher licensing fees

The Company licenses frothird parties: language and/or that technology platform for programming
software from acquired companies. The Company can adapt these solutions to its own technology
platform. However, there is no guarantee that the Company will be able to replace thentu
language and/or platform used by property/ngmoperty language in a timely manner or at any time.
Moreover, asTOTVS iasing language and/or third party platform, there is no guarantee that such
licenses will not be rescinded. In addition, the Camp may not be able to renegotiate with third
parties the acceptable license sales conditions to reflect changes in the Company's collection models.
Changes in third party licenses used by the Company could lead to a significant increase in the cost of
licensing, or could make that such software to become inoperable, or that its performance reduces in
a relevant way, resulting in the need for the Company incurring additional research and development
to ensure continuity of its software performance.

g) Risksrelated to dients

Clients of TOTVS products and services may also be impacted if errors, delays or failures (described in
item a).

If the customers lose confidence in the seityof data on the Internetrevenues could be adversely
affected

Maintainingthe security of computers and computer networks in the software sectaitisat for the
Company’scustomers. Attempts by experienced computer programmers, or hackers, to gain
unauthorized access to networks or web sites to misappropriate confidenfimhiation are currently

an industrywide phenomenon that affects computers and netksracross all platforms. TOTVS, in
the development of new products ad in the improving process of existing produasels to create
features designed to optimizéhe searrity of its products(or the Internet in generalnd could lead

some customers to seek to reduce or delay future purchases or to purchase competitive products
which are not Internet based applications. Customers may also allocate an increasing potttiein of
capital expenditures to the protection of their computer networks from security breaches, which could
delay their investment in new technologies.

Any of these actions by customers could adversely affecbusness and results of operations.

h) Risks related to Brazil

The Brazilian government has exercised, and continues to exercise, significant influence over the
Brazilian economy. This involvement, as well as Brazilian political and economic ¢onslitcould
adversely affect the Companymisinesses and the market price of ighares
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The Brazilian government frequently intervenes in the Brazilian economy and occasionally makes
RN} aGdAO OKIy3aSa Ay LRtAOeEd® ¢KS I20SNYyYSydaQa | OdA
policies haveften involved wage and price controls, currency devaluations, capital controls, and limits
on imports, among other thingslhe business, financial condition, revenue, results of operations,
prospects and the market price of thehares may be adverselyfefted by changes in government
policies or regulations, or other factors such as:

exchange rates;

inflation rates;

monetary policy;

liquidity of domestic capital and lending markets;

tax policies;

the overall demand for enterprise computer software asetvices;

conditions in the high technology, telecommunications, financial services and manufacturing
industry sectors;

political instability; and

other political, diplomatic, social and economic developments in or affecting Brazil.

=A =4 =4 =4 -8 -8 9
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Inflation and effortsby the Brazilian government to combat inflation may contribute significantly to
economic uncertainty in Brazil

Brazil has in the past experienced extremely high rates of inflatdiation and certain government
actions taken to combat inflation have the past had significant negative effects on the Brazilian
economy. Measures to curb inflation, and speculation about possible future governmental measures,
have contributed to economic uncertainty in Brazil and heightened volatility in the Braziliaritigscur
markets.

Future measures taken by the Brazilian government, including intervention in the foreign exchange
market and actions to adjust or fix the value of tRealmay trigger increases in inflation and
consequently havadverse economic impacts d@ghe business. If Brazil experiences high inflation in
the future, TOTV&ay rot be able to adjust the fees thatdhargesits customers to offsethe effects

of inflation on itscost structure. Inflationgy pressures may also hinder @dility to access foreign
financial markets or lead to government policies to comipdiation that could harm it9usiness or
adversey affect the market price of itshares.

Changes in tax legislation may affect the profitability of the Compéasigusiness

The Brazilian government can promote changes in tax legislation to which the Compahjeced:;

GKA&a YIFe NIAasS GKS tS@St 2F GFEFGA2Y 2@SNI / 2YL )y
of legal mechanisms granting tax incentives for the development of its activities and changes in relation

to these mechanisms may affect the profitabildf the Company's business and, consequently, the

price of its shares.

i) risks related to the regulation of the sector in which the Company operates
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TOTVS may not be able to protect itgellectual property,which may reduce the value of itsrands
and praducts

TOTVS reliegn a combination of intellectual property protections such as copyright, patent, trade
secrets, trademark laws, confidentiality procedures and contractual commitments to pragect
confidential information. Despite itefforts, there can be no assurance that these protections will be
adequate. In addition, it may be possible for third parties to copyewerse engineer portions of its
products or otherwise obtain and use itgitellectual property, which could adversedffect its
competitive podion and reduce the value of itrands and products.

j) risks related to foreign countries where the Company operates
TOTVSnight F OS RAFTFAOdzE G6ASa NBIINRAY3I GKS SELI yarzy

Currently,TOTVS has operations in othmarkets beyond Brazil, and g#rategy furthe expansion in

these markets. Imight face the following difficulties, among others, relatedthe foreign markets
where the Companycurrently operates or will operate in the fulire: (i) unexpected regulatory
changes; (ii) inability to attract personnel and to manage foreign operations; (iii) changes in tax laws;
(iv) changes in commercial and investment policies and regulations; (v) difficulties in trademark and
software registréion and protection; and (vi) cultural and language barriers. If arall@f these risks
occur and TOTVSueable to overcome such difficultigsmight not be able to implement our strategy

to continue expanding internationally.

4.2.Comments on expectatins of changes in Risk Factors

The Companbpelieves that there is no expectation of significant increase or decreasé@®éxposure
to the risk factorsmentioned in theitem 4.1
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4.3.Comments on expectations of changes in Risk Factors

Provision for obligations relating to legal proceedings

The Company and its subsidiaries, during the regular course of their operations, are parties in several
legal proceedings related to tax, social security, labor and civil mateovision for contingencies

have been set up by management, supported by its legal counsel and analysis of pending judicial
proceedings, in an amount considered sufficient to cover probable losses, as shown below:

Parent Company

(R$ Thousand) Provision

for Contingencies 12/31/2014 12/31/2013  12/31/2014 12/31/2013
Tax 78 645 78 645
Civil 1,239 992 2,903 1,114
Labor 9,537 5,546 9,537 5,546
10,854 7,183 12,518 10,854
Tax

The Company is defendant in tax matters that focus ondiseussion of the municipality, due to
ISSQN, and social security nature. On December 31, 2014, the provision recorded for these claims
is R$78 thousand (R$645 thousand in 2013).

Civil

The Company is a defendant in actions for damages filed by custonmezsritvact termination,

with additional compensation for damages as well as compensation claims filed by business agents,
related to contract termination with additional billing and insurance claims. On December 31, 2014,
the provision for these claims amntsto R$2,903 thousand (R$1,114 thousand in 2013).

Labor

The Company recorded a provision related to lawsiiliésl by former employeeand third-party
companies where alleged reduction of commissions on sales and services, overtime and wages.
The amounprovidedis R®,537 thausand on December 31, 2014 (R%8 thousand in 2013).
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Other processes in progress (loss classificatitpossible™)

The Company and its subsidiare® involved in other actions whiafsk loss, according tiegal
counse$ and the Companyreanagement, and for which no provision has beehup adollows:

Parent Consolidated
Type 12/31/2014 12/31/2013 12/31/2014 12/31/2013
Social security 19,916 18,219 19,916 18,277
Tax 20,623 19,780 32,226 33,658
Civil 147,826 122,054 149,076 124,650
Labor 25,534 20,648 29,289 23,502
213,899 180,701 230,507 200,087

The Company perceives as relevant dalysuits whose valuemvolved may affect substantially its
assets or its subsidiaries, as it is not involved in dawalsuis that individually could otherwise
influence the investment decision of its shareholders. Following aréathsuits that the Company

deems relevant:

Social security

Case2002.72.01.00400%

a. Court

Court of Tax Foreclosure of Joinvgl&C

b. Court Level

Trial Court

c. Date filed

04/21/2010

d. Parties to the case

Plaintiff: National Social Security Institute (INSS); Defend@itvVsS S.A.

e. Amounts, assets or rights
involved (R$ thousand)

R$9,767 (restated as of Dec/31/2014)

f. Main facts

Tax Foreclosure action filed by the National Social Security Institute
seeking the payment of social contributions levied on the compens
paid to thirdparty service providers. The action is currently awaitin
decision by the court.

g.Chance of loss

Possible

h. Impact in case of loss of suit

In the event of the total loss of the suit, the Company must disburse
amount involved, to be ascertainaghon liquidation of the award.

i. Amount provisioned (R$
thousand)

None
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Case: Notice87.162.9675 / 37.162.9683 / 37.162.9691

a. Court

Federal Revenue Service

b. Court Level

Lower Administrative Instance

c. Date filed

07/29/2010

d. Parties to the case

Plaintiff: Federal Revenue Service; Defendant: TOTVS S.A.

e. Amounts, assets or rights
involved (R$ thousand)

R$7,316 (restated as of Dec/31/2014)

f. Main facts

Tax assessments drawn up in replacement of the Tax Delinquency
No. 351367110. Purpose: a) potential determination of independs
contractor andlegal entities as insured employees; b) joint liability
services rendered by temporary employment agency; and ¢) Empld
Meal ProgramRrograma de Alimentacdo do Trabalhadd?AT. Pending
judgment of the defense already submitted by the Company.

g. Chance of loss

Possible

h. Impact in case of loss of suit

In the event of the total loss of the suit, the Company must disburse
amount.

i. Amount provisioned (R$
thousand)

None

Taxes:

Process016561.000112/2008.9

a. Court

Federal Revenu8ervice Sao Paulo

b. Court Level

Lower Administrative Instance

c. Date filed

10/31/2008

d. Parties to the case

Plaintiff: Federal Revenue Service; Defendant: TOTVS S.A.

e. Amounts, assets or rights
involved (R$ thousand)

R$5,124 (restated as Bfec/31/2014)

f. Main facts

Infraction notice issued due to the neanclusion of part of the profit
obtained abroad as taxable net income. Awaiting defense judgment.

g. Chance of loss

Possible

h. Impact in case of loss of suit

In the event of the totaloss the Company must disburse the amount.

i. Amount provisioned (R$

thousand)

None
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Processo756/2005
Municipal Treasury of Sdo Paual&P Fazenda Publica Municipal de S§
a. Court
Pauloc SB
b. Court Level Lower Administrative Instance
c. Date filed 04/17/2009

d. Parties to the case

Plaintiff: City Hall of S&o Paulo; Defendant: Logocenter S.A. (merged
TOTVS S.A))

e. Amounts, assets or rights
involved (R$ thousand)

R$6,336 (restated as of Dec/31/2014)

f. Main facts

Tax foreclosureelated to the Debt Certificate No. 500186 06.05,
arising from the collection of Services T&8S. Foreclosure secured
through a letter of guarantee. Pending judgment of the stay of execu

g. Chance of loss

Possible

h. Impact in case of loss @it

In the event of the toal loss, TOTMU8Bust disburse the amount.

i. Amount provisioned (R$

thousand) None
Processo4.01.09.01198&32
a. Court Federal Revenue Service

b. Court Level

Lower Administrative Instance

c. Date filed

05/27/2013

d. Parties to the case

Plaintiff. CAT Go# Defendant: PC Sistemas, as contesifijpterested

e. Amounts, assets or rights
involved (R$ thousand)

R$11,583 (restated as of Dec/31/2014)

f. Main facts

Defense submitted by PC Sistemas, a company acqbiye@iOTVS ¢
01/24/2013, since the PaAuthority of the State of Gasaheld it jointly
liable for collection of unpaid Valukdded Tax on Sales and Servie
ICMS.

g. Chance of loss

Possible

h. Impact in case of loss of suit

In the event of the tadl loss, TOTV®ust disburse the amount.

i. Amount provisioned (R$

thousand)

None

Case: Noticed.01.09003862.65

a. Court

Federal Revenue Servic€ao Paulo

b. Court Level

Lower Administrative Instance

c. Date filed

05/27/2013

d. Parties to the case

Plaintiff: CAT @és; Defendant: PC Sistemas, contesting™ interested

e. Amounts, assets or rights
involved (R$ thousand)

R$2,671 (restated as of Dec/31/2014)

f. Main facts

Rdutation presented by PC Sistemascompany acquired by TOTVS
01/24/2013, according to the Department of Revenue to have the Stg
Goias you alleged several liability ICMS tax not collected

g. Chance of loss

Possible

h. Impact in case of loss of suit

In the event of the tadl loss, TOTMUBust disburse the amount.

i. Amount provisioned (R$

thousand)

None
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Case: Notice4.01.12.026919.15

a. Court Federal Revenue Service

b. Court Level Administrative Instance

c. Date filed 05/27/2013

d. Parties to the case Plaintiff: CAT Go# Defendant: PC Sistemas, contesting™ interested

e. Amounts, assets or rights

involved (RS thousand) R$3,340 (restated as of Dec/31/2014)

Refutation presented by PC Systems, a company acquired by TOTV|
f. Main facts 01/24/2013, according to th®epartment of Revenue to have the State
Goias you alleged several liability ICMS tax not collected

g. Chance of loss Remote

h. Impact in case of loss of suit In the event of the tatl loss, TOTMU8ust disburse the amount.
i. Amount provisioned (R$ None

thousand)

Case: Notice900250696.2012.5.03.0008

a. Court Labor Court

b. Court Level Judicial Body

c. Date filed 12/19/2012

d. Parties to the case Plaintiff: SINDADO®G; Defendant: TOTVS S.A.

e. Amounts, assets or rights

involved (R&thousand) R$3,384 (restated as of Dec/31/2014)

Claim filed by the Union questioning labor routines. Agreement betw

f. Main facts TOTVS anthe Union undemegotiation, withpaymentestimatedfor
April 2015.

g. Chance of loss Possible

h. Impact incase of loss of suit In the event of the tadl loss, TOTM8ust disburse the amount.

i. Amount provisioned (R$

thousand) R$3,384

Civil

The civil lawsuits classified as possible losses mainly relate to actions filed by customers alleging
certain problems in the provision of services to customers, application default increment, grace
period to canceled contracts and mischargébe value othese shares amounted to R$149,075
thousand orDecember 312014 (R$124,650 thousand &ecember 31, 2013), with no individually
materiallawsuit.

Labor

The labor lawsuits classified as possible losses mainly relate to actions filed by former employees
and third party service providers, claiming for employment ties and other labor credits. The value
of these shares wak$29,289 thousand ODecembe 31, 204 (R$23,502 thousand @013), with

no individually material lawsuit.
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4.4.Non-confidential legal, administrative or arbitration proceeding whose adverse party
are managers, former managers, controlling shareholders, former controlling
shareholders or investa

The Company is not involved in noanfidential judicial, administrative or arbitral proceedings in
which parties are managers, former managers, former controlling shareholders or investors

4.5.Relevant confidential proceedings

The Company is not involved processes that are relevant and confidential.

4.6. Repetitive or related norconfidential legal, administrative or arbitration proceeding
taken jointly

Not applicable, since th&€ompanyand its controlling companiegare not involved injudicial,
administrative or arbitralcorrelated proceedingsbased on similar facts and legal causes that are
relevant together.

4.7.0ther relevant contingencies

There are no other relevant contingencies to the best knowledge of the Company that have not been
covered in the prior items of this form.

4.8.Rules of the origin country and of the country in which the securities are under custody

Not applicable, as the CompanyBsazilian.
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5. MARKET RISK

5.1. Description of the main market risks

The main market risks to which the Company is exposed are associated to inflation, to interest rate
and exchange rate observed in the macroeconomic scenario.

Inflation

The main costs and expenses of the Company are regadjiysted An example of expenditures
adjustedbased on inflation rates previously set are rent and communications expensgzefBoanel
expenses (salaries, duties and benefitghich represented approximately 68% of the total
operationalcosts and expensen the year of 204, are part of regional collectiieargaining which
take the inflation rate as a reference.

In the other hand, the agreements regarding the recurrent maintenance revenues, which represented
50.1% of 2014 total net revenues(which coveredapproximately62,3% of operational costs and
expenses), are also annually updated taking the inflation rate as a reference.

Historically, the Company updates its price list of software license fees and hourly rates based on
inflation rates, however thesare nonrecurring revenueand there is no guarantee that the Company
will continue to pass on the inflationary impacts on these revenue lines in the future.

The Company estimates that inflation in the short term can cause significant effects on itiapera
However, these effects are mitigated in the medium / long term, since the adjustment of its costs and
operating expenses are materially attenuated by adjustments on its recurring andeoarring
revenues.

Interest rate

The variation of the intergt rates may influence the results of the Company to the extent in which an
occasional increase in this price may generate a retraction of the investments performed by the
market. However, historically, in the periods high SELIate (basic interest r& used as reference

by the monetary policy), the Company did register a growth in sales.

The financial investments follow the investment policies of the Company, which determine that the
investments concentrate in securities substantially remunerataskebon variation percentages of the
Interbank Deposit Certificate (IDC).

With the purpose of checking the sensitivity of the index in the financial investments to which the
Company was exposed time base date of December 32014, 3 different scenarios were defined.
Based on the projections disclosedfinancial institutions, the Interest ratprojection was obtained

for 2015 which average defined as the probable scenaaind, from this, other scenarios were
simulated addingariations of 2% and 50%

Foreachscemdh 23 (G KS GIANRPAAGRAYONO®UA || NBRSYydBG G 1Ay 3
of duties in the investments income. The base date used of the portfolio was Decemb2p131
projecting one year and verifying therssativity of the IDC with each scenario, as follows:
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Probable

Operation Risk . Scenario Il Scenario Il
scenario (1)
Financial investments (R$ Interbank Deposit o
thousand) Certificate (CDI) 12.50% 9.38% 6.25%
Position on 12.31.204 79,542 59,688 39,771

R$¥636,337 (thousand)
* Bdances as of December,3014

The financings taken by th€ompanymainly arisefrom BNDES financing lines ambentures
adjusted byTJLP.

With the purpose ofthecking the sensitivity of the index in tifi@ancial investments to which the
Company was exposed on the base date of December 34, 30different scenarios were defined.
Based on the TJLP and IPCA values in effddeocamber 312014, the probable scenario was defined
for the year of 205 andfrom this, variations 025% and 50%vere estimated

For each scenario, the gross financial expense was calculated not taking into account the incidence of
duties and the maturities flow of aeh agreement The base date used for the financings and
debentures wadDecember 312014 projecting the rates for one year and checking their sensitivity in
each scenario, as follows

Probable
Operation Risk scenario (1) Scenario Il Scenario lll

Financial investmentsBNIES (R$

thousand) 26,537 30,156 36,187
Rate subject to variation TJILP 5.50% 6.88% 8,25%
R$182490* (thousand)

Debentures (R$ thousand) 10,498 11,602 12,698
Rate/index subject to variations IPCA 6.59% 8.24% 9.89%
R$.12,854" (thousand) TJILP 5.50% 6.88% 8,25%

* Balances as dbecember 3t1 2014

Exchange rate

The Company has operations in Brazil and abroad, being therefore, exposed to the exchange variation.

In addition, a share of TOF Q O2&0Ga FyR SELISy&asSazr S¢Sy A¥ Ayod
exchange ratéexamples: international travels and, to a lower extent, national).

The exchange exposure associated to the operations abroad is low, once the international operations
represent, all togetherapproximately 19% of the total income ahe Company in the year of 201

The Company evaluates that the exchange variation does not produce relevant effects on its
operations, once its costs structure does not contain significagldynents thatprices depend on the
foreign currencies rates.
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5.2. Description of the market risks maagement policy

a) risks against which protection is sought

The operational result of the Company may be affected by the local economic changes, mainly
regarding the short and loaggrm interest rates, government policies to the sector, inflation rate and
exchange policy, as discussedtém 5.1

b) equity protection strategy (hedge)

Historically, the risks presented previousteifh 5.29 have their effect attenuated for the Company
because it has a disseminated clients base, both in terms of income, as in sectors of activities in which
these clients act.

As mentioned initem 5.1, the Company understands that the inflation impact over its result is reduced
by the annual readjustment of the maintenance agreements and by the periodical readjustments of
the licensing and implementation services fees.

Regarding th interest rate, the Company tries to monitor the net indebtedness through the
comparison of the operational cash generation and the total debt, as showitahir8.7of this form.

The Company seeks, in its international operations, to size the strucamegosts compatible with
the respective incme generations, in ordefi 2 + @2AR GKS AyONBlIa&asS Ay ((GKS
variations on the exchange rates

¢) instruments used for equity protection (hedge)

As no relevant exposure to the market risks listeitém 5.2a has been identified, the Company does
not use, at the moment, any active hedge instrument, in addition to the "natural" hedges that consist
of: incomes readjustment based on the prices index (protection against inflation); monitoring of the
net indebtedness (protection against interest rate) and cash flow of the individual and consolidated
operations; and international operations with income and costs especially incurred in the same
currencies (protection against exchange rates).

d) parameters use to manage these risks

The main parameters are the representatively of the maintenance incomes regarding the total income,
the behavior of the recurring revenue, the client satisfaction letel monitoring of thenet debtlevel

(item 3.7), debt maturityschedule ifem 3.8 and the net equity denominated in foreign currency
regarding the total net equity of the Company

e) financial instruments with miscellaneous purposes for equity protection (hedge)
In the period comprised by this Reference Form, the gamy did not conduct operations of this
nature.

f) organizational structure for risks control and management
The Board of Directors, advised by the Audit Commiteseshown intem 12.1, monitors the quality
and effectiveness of the risk managemegstem
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It is important to mention that there is arAudit, RiskCompliance and Internal Contsoboard, which
monitorsthe process of stratgic risk management within theo@pany, reporting about this activity
to the Audit Committee

g) adjustment of the operational structure and internal controls to check the effectiveness of the
policy adopted

The Company understands that its current structure is appropriate, in view of the reduced exposure
that is subject to the risks listed item 5.1.

5.3. Significant changes in the main market risks

Until the delivery of this form, the Company did not identify significant changes in the main market
risks listed iritem 5.1

5.4.Other relevant information

The Company did not identify other relevant infation regarding this item
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6. COMPANY HISTORY

6.1./ 6.2/ 6.4. Constitution, duration and registration date of the Company at CVM

LaadzSNRa O2yadAdc1213/1983
LaadzSNRa O2yaidAdc PublicCompany

Constitution country Brazil
Duration Undetermined
CVM Registration date 03/07/2006

6.3. Brief history

TOTVS had its origin from a services bureau, created in 1969 by Mr. Ernesto Méario Haberkorn, called
9GA- Sistemas Integrados de Geréncia Automatica Ltda. The bureau provided general services in the
computers area and developed a system that allowed the centralized corporate management, which
main purpose was the automation of administrative processed.983, with the appearance of the
microcomputers, the Company was founded, under the legal name of Microsiga Software S.A., joining
the partners Mr. Haberkorn and Laércio Cosentthe,current CE®@f TOTVSThe Company had the
purpose of elaborating softare for these personal computers and, later, started to act in the
integrated corporate management software market, accessible to medium and small size companies.

CNRY GKS PpnQaz aSOSNIf &A0GNIGS3IAO RSOAawth2with ¢ SNB
the creation of the environment necessary to undertake the market leadership that the Company
would accomplish at the end of the decade. A few decisions and events that deserve highlight are:

w ™ dgpming of the first franchise;

w M doeptification of Microsiga Software S.A. in the ISO 9001 standards, being the first Brazilian
software company to obtain such certification;

w ™ cpkming of the first unit abroad, Microsiga Argentina;

w M dadnghvhg of the ADVPL (Advanced Protheus Language) language developed by the Company
throughout the sevenprevious years and the entrance of a foreign partner, Advent Intenal
I 2N1LR2 NI GA2yS gKAOK aidlINISR (2 K2fR wp>: 2F GKS 02

w___H JOompahy'sbusinesspurpose chaged to 'specialized retailingf computer equipment and
supplies, retail sales of apparel aadcessories, other activities related pwoviding information
services not specified befoteaccording to the Extraordinar@eneralShareholders” Meeting of
08/28/2002.

w2003:acquisition of assets of the company Sipros, in Mexico, and opening of Microsiga Mexico;

w2005 OljdzZA AAGA2Y 2F [2320SYdSNI NBLHz2ZNOKFasS 2F GKS
of BNIESPARS partner of the Companynd constitution of TOTWEMI, in the Extende@usiness
Model;
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w2006:IPOat the Sdo Paulo Stock Exchang®&FBOVESPAN theNovo Mercaddhighest level of
Corporate Governance); and acquisition of RM Sistemas S.A;

w2008: amerdment to the Company's business purpose, according to the ExtraoydBtereholders”
Meeting of 04/30/2008, for éthe provision of consultancgervices advisory and developmeruf
computersystems (softwarethe operation of computerized systems use riglaan or third parties

the provison of data processing servicéigining and the purchase and sale of computers, accessories,
peripherals and supplies, being allowed to import goods and services relatisl main activity
retailing of wearing apparel and the like and their complememtsearch and technological innovation
activities, technical support awity in information technologyncludinginstallation,configuration and
maintenance of computerrad database programs, provision of management consulting service, data
processing activities, hostingortals, providers and infaration services on the Interngas well as
participate in other companieas a partner or shareholdérmerger of Datasul S&Datasul"); 1st
position of the Brazilian ERP market and 9th in the worldirené&f ERP providerseleased by Gartner;
launch of the web service and customer relationship platform, which allows remote deployment of
the Company's software solutionspnsolidation of Microsiga and RMistribution channelsn TOTVS
Franchiseschannels to sell and implement the full TOTVS solutions portfolio.

w2009: YSYRYSy G G2 GKS [/ 2podeltoyirclOde th® gctidnjoitanchBing LIdzNJ
concession'according tothe Extraordinary Shareholders” Migy of 16/04/2009;ONB I G A2y 2 F A&
thex{ ¢ FTNIYyOKAA&ASEA Ay@2f@Ay3d (G4KS ¢he¢x{ YR 5F0GFa
offers, both bysize of client (series T, 3 add, and by activity sectp combining components of

horizontal and vertical solutions of the companies incorporated by TOTVS,;

w2011:amendment to the/ 2 Y LJI ¢bidRade purpose to include the actiyiof "software and
hardwareNJS Y (atcérding tdhe Extraordinary ShareholdeérMeeting of 03/21/2011

w___H JParticiation of the Company in thi8rasil Maor Rarg, which led to the reduction of thax
rate for calculation of theocialsecurity contribution (INSS) fro2©% ofthe payroll to 2.5%between

April andAugust2012 and 2.0% ofjross revenue, excludirigncellations and discounts, since August
2012.The Brasil Maior IBn was established by law 12,546 (resulting from the Provisional Measure
540/11 of the National Congress), whialms to relief the payroll tax in sexad different Brazilian

industries, and information technology is among them

w2013:increased investments ithe specialization ofolutions for each type oharketindustry, both

organic, with investments in research and development eesiructuring d sales teams, as through
mergers and acquisitions, with acquisition of PC Sistemas, PRX, RMS and Seventeen; investments in
new technology, such as the acquisition of minority ingtli@ GoodData and uMov.me; atalinchof

an agnostic clouglatformfor process, identity and contemhanagemennamedfluig; amendnent to

the Company's businegsirpose to indicad the preponderance of the busingsgrposes activities and

to specify that the provision of consultancy in management sesyiagader the Companylsusiness
purpose, is classified as business ag@ment, according to the Extraordinary Shareholders” Meeting

of 03/01/2013

w _H guntil now. maintenance of investments in spegzation of solutions byndustrysector, both
organic, withinvestments inresearch and development, and through mergers and acquisitions, with
the acquisition of Virtual Age Technology Solutions Ltda. ("Virtual Age") and Neolog Consultoria e
Sistemas S.A. ("Neolog"); the transition promoted by tom@any in its commercial modglaimedat
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the expansion of#scriptionsales as Software as Serviady and the consequent increase in the
level of recurrence of the Company's net revenard the commercial partnership agreement with
REDECARD S.A. ("Rgdehereby the Company arRede will offer micro and small entrepreneurs the
product "Fly01l by TOTV&ith the paymentmeans ofRede, a complete management solution that
will integrate the ecommerce transactions to physical stores.

6.5. Main stock holding events in controlled arolligated companies or at the Company

Principal corporate events occurring between 2Dand the latest version of the reference form.

Event:Merger of Inteligéncia Organizacional Servicos, Sistemas e Tecnologia em Software Ltda. and
Mafipa Servicos dénformatica Ltda.

Main conditionsOn March 212012 the Extraordinary Shareholdérdeeting approved the rarger
of of Inteligéncia Organizacional Servigcos, Sistemas e Tecnologia em Software Ltda. and Mafipa
Servigos de Informatica Ltda.

Companies invoha TOTVS S.A. and Inteligéncia Organizacional Servicos, Sistemas e Tecnologia em
Software Ltda. and Mafipa Servicos de Informética Ltda.

Effects in TOTVS shareholding paridlere were no effects resulting from the operation in the
/ 2YLI yeQa a#élNBK2f RAYy3I LI

Changes in the shareholding pareIK SNBE ¢ SNB y2 STTSO0Ga Ay GKS /2YL)

Event:Merger of Gens Tecnologia e Informética Ltda., TOTVS Servi¢cos em Informética e Consultoria
Ltda., Midbyte Informatica Ltda., BCS Comércio e Servimsnformatica Ltda., and TotalBanco
Participacdes S.A. by TOTVS.

Main conditionsOn May 172012 the Extraordinary Sharehold€rMeeting approved the mrger of

Gens Tecnologia e Informatica Ltda., TOTVS Servigos em Informatica e Consultoria Ltgiee, Midb
Informética Ltda., BCS Comércio e Servicos de Informética Ltda., and TotalBanco Participacdes S.A. by
TOTVS.

Companies involvedTOTVS S.A. and Gens Tecnologia e Informatica Ltda., TOTVS Servicos em
Informética e Consultoria Ltda., Midbyte Informatictaa., BCS Comércio e Servicos de Informética
Ltda., and TotalBanco Participagfes S.A.

Effects in TOTVS shareholding pafidiere were no effects resulting from the operation in the
/ 2YLIl yeQa akKINBK2fRAYy3a LI ySt o

Changes in the shareholding paneIK SNBE g SNB y2 STFSOGa Ay GKS [/ 2YLJ

Event: Merger of Gens Tecnologia da Informacao Ltda., YMF Arquitetura Financeira de Negdécios
Ltda., TOOLS Arquitetura Financeira de Negdcios Ltda., Hery Participacbes Ltda., and TotalBanco
Consuioria e Sistemas Ltda.
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Main conditions:On November @, 2012, theExtraordinary Sharehold€rd/eeting approved the

merger of Gens Tecnologia da Informacédo Ltda., YMF Arquitetura Financeira de negécios Ltda., TOOLS
Arquitetura Financeira de Negécios Ltddery Participacfes Ltda., and TotalBanco Consultoria e
Sistemas Ltda.

Companies involved@:OTVS S.A. and Gens Tecnologia da Informacéo Ltda., YMF Arquitetura Financeira
de Negécios Ltda., TOOLS Arquitetura Financeira de Negdécios Ltda., Hery Particidacfasd.
TotalBanco Consultoria e Sistemas Ltda.

Effects in TOTVS shareholding paridlere were no effects resulting from the operation in the
/ 2YLI yeQa akKlINBK2fRAYy3I LI ySt o

Changes in the shareholding pareIK SNBE ¢ SNB y2 ST TS Oildingpafiel. i KS / 2 YLI

Event:Acquisition of 100% of capital of W&D Participagbes.S.A

Main conditions OnJanuarny24, 2013, the Compargcquired,for R$80000million incashwith earn
out of up to R$5.000 million linked to the achievement of certain goal$€ Sistemas for 2018)0%
of the shares of WR ParticipagbesSA., which ownsall the shares oPC Sistemas./ and PC
Informética SA. (collectively PC Sistemas"). The acquisition has no precedentitionsand was
ratified at the GeneraShareholdersMeeting of March2014, pursuantto Article 256 of Law,804. PC
Sktemasis a software development for the DistributioRgetailand Wholesalén Brazil. The earrout
of R$15000 million was paid in Marc2014.

Companiesnvolved TOTVS BrasiliSoftwareLtda and W&D ParticipacOeSA.

Effects in TOTVS shareholding pafidgiere were no effects resulting from the operation in the
/ 2YLI yedQa akKlINBK2fRAYy3 LI ySt o

Changes in the shareholding panélcquiredcompanybefore - Wagner Ananias De Lima Cruz%£8
Denise Bastos Silveira Patrus (286jjuiredcompanyafter - TOTVS Brasilia Software Lt{E00%).

Event:Acquisition of 6@%0f the capital of PRXSolu¢cdes em Gestado Agroindustrial Ltda. and P2RX
SolugBes em Software Ltda.

Main conditions:On July 31, 2013he Compny acquired for R$11000 million in cash60% ofthe

capital stockof PRX Solucdes em Gestado Agroindustrial Ltda. and P2RX Solugbes em Software Ltda.
04t w- fadbqdisitienkh8s nobutstandingprecedentconditions and wasatified at the General
Shareholders” Meeting of March 14, 20¥3ursuant to Article 256 ahe Law 6404. RRXdevelops
TOTV$anagement solutionand providedT services tthe Agribusiness segment in Brazil and Latin
America.

Campanies involvedTOTVS.A, PRX Solucdes em Gestdo Agroindustrial Ltda. and P2RX Solugbes em
Software Ltda.

Effects in TOTVS shareholding pafdiere were no effects resulting from the operation in the
/ 2YLI yeQa akKlINBK2f RAYy3a LI ySt o
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Changes in the shareholding panétquired companiesbefore - Gilberto Girardi (24.0%), Fabio

Grardi (21.6%), Adilsatiem (13.0%Richardson André De Moraes A3 Sergio Asato (6.7%), Sumara
Regina Cavaca Philipp (6.7%), Divaldo Reckia (4.0%), Adenilson Ali Marques (1.25%)e Slegka

(1.25%, Edécio Louis Iha (1.25%), José Alves Gleison (1.25%), José Roberto De Souza (1.25%), Sergio
Alves Ferreira (1.25 %), Sergio Mafdunior (1.25%), Roberval Ami® Zambello (1.25%) and Mauro
Tadashi Kirihata (0.8%\cquiredcompaniesafter - TOTVS S@@0%), Gilberto Girardi (12.82%), Fabio

Girardi (11.85%), Rictdson André De Moraes (8.37%)@é Asato (2.68%), Regina Sumara Cavaca
Philipp (2.68%), Divaldo Reckia (1.6%).

Event:Acquisition of 100% dahe capital of RMS Software.& and WebstrategieSoftware Ltda

Main conditions On August 28, 2@l the Company acquired, for 8400 million in cash, with the
possibiity of additional payment of RE000 million if theacquiredcompany achieves certain goals
during the first 12 months after the aadsition, the sharesepresenting 100% of theapital stockof
RMS Software S.A. and Webstrategie Software.(t(RMS"). RMS developsftware management
solutionsand providesinformation Technology services to theetil and Supermarketssectors in
Brazil. The acquisition has no outstanding precedemiditions

Companiesnvolved TOTVS Nordeste Software Ltda., RMS Softwarea&dAVebstrategie Software
Ltda.

Effects in TOTVS shareholding pafdiere were no effects resulting from the operation in the
[ 2YLIl yeQa akKINBK2fRAYy3a LI ySt o

Changes in the shareholding panel

RMS Software S.ABefore- Paulo Alberto Sahd Soares (80%) Paulo Ricardo Sahd Soares (10%), Marcos
David Biazi (10%After - TOT\S Nordeste Software Ltda. (100%).

Webstrategie Softward tda.:Before- TOTVS Nordeste Software Ltda. (0%), RMS Softwa(@®/4,
PauloAlberto Sahd Soares (1%ter - TOTVS Nordeste Software Ltda. (100%).

Event:Acquisition 0f20% of capital ofJmov.me Ecnologia S.A.

Main conditions On April 2, 2013, thedinpany investedr$3.200 million in cash in exchange for a
minority shareholding of 20% in theapitalstock of uMov.melecnologiss.A. ("uMov.me")JuMov.me

is acloud enterprise mobility techology platformprovider, in the software as a servigegment

which allows solutions for companies of different sizes and segments, supporting multiple platforms
for smartphones and tablets, facilitating the automatiohthe field processes and their tiegration

with management systemd he acquisition was approved by the Brazilian antitrust authority (CADE),
pursuant to Law No. 12.529/11, and has no outstanding conditions precedent.

Companies involved OTVS Ventures LtdandUmov.me €cnologia S.A.

Effects in TOTVS shareholding pafidiere were no effects resulting from the operation in the
I 2YLI yedQa akKlINBK2fRAYy3 LI ySt o

Changes in the shareholding pan@tquired company bfore - Alexandre Rubin Trevisan (53.28%)
Daniel De Freitas Wildt (5.0%duardo Henrique Pereira De Arruda (10,06)gério Carlos Pedroso
Fluzer (25.0%pand Vinicius Jardim Vasconcelos (6.738juired company #er - TOTVS Ventures
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Ltda. (20%), Alexandre Rubin Trevisan.62%6) Daniel De Freitas Wildt .P6) Eduardo Henrique
Pereira De Arruda (8%) Rogério Carlos Pedroso Fluzer.(20)and Vinicius Jardim Vasconcelos
(5.38%).

Event:Acquisition 0f100% of capital of Seventeen Tecnologia da Informacéo em Informatica Ltda.

Main conditions On November 252013, the Company acquired, for R&450 million in cash, shares
representing 100% of theapital stockof SeventeenTecnologia ddnformagdo em Informatica Ltda
("Seventeen"). With over 8 years of experience in TOTVS management solutions develdpatent,

are used by customers of all sizes in the health sector, especially large health plan operators in Brazil,
Seventeen works under a TOT\&eopmentfranchise contract, having more than 130 employees.

Companies involved OTVS Brasil Sales Lulad Seventeen Techologia da Informacéo em Informatica
Ltda.

Effects in TOTVS shareholding parfidlere were no effects resulting from the operation in the
/ 2YLIl yeQa akKINBK2fRAYy3a LI ySt o

Changes in the shareholding panglcquired company bfore - Joel Christovam Machado Janior
(25.02%), José Luiz Bertanha (14.73%), Jaqueline Formigheri (14.15%), Arielson Pira&%),(12.
Luciane Cristina Da Silva7®%), Flavio Zuanazzi168%), Rodrigo Da Cunha Freitas Silval(8,
Claodemir Antonio Giazzq.16%),Denise Fatima Bello @8%), Paula Ferreira Dariseca Motta
Taraboreli (2.93%), Sandro Luciano Giacomoz&r¥d).and Alex Antonio Hanauer Boeird.87%).
Acquired company after TOTVS Brasil Sales Ltda. (100%).

Event:Acquisition 0of70% ofcapital of Ciashopg Solucdes para Coméo Eletronico S.A.

Main conditions On December 2, 2013, a fully owned subsidiafrff OTVSTOTVS BrashlesLtda.
6a¢hex{ {IfSa¢d0x SYidSNBR Ayid2 I {KIFENB FyR vdz2il
72% of the share capital @iashop; Solugbes para Comercio Eletrénico $:Biashop).

On Febuary 5, 2014, aftethe approval of Brazil's Council for Economic Defense (CADE) pursuant to
Law No. 12.529/11, the Company acquired 70% of the capit@lashop. The acquisition was made
through the payment of R$ 16.400 million in cash, representing 68% of the share capital of Ciashop,
and the subsequent injection of additional cash of R$ 1.200 million, bringing the participation of TOTVS
to 70% of the sha capital of Ciashop.

Companies involved OTV®Brasil Sales Ltdand Ciashog; Solu¢gdes para Comercio Eletrdnico S.A.

Effects in TOTVS shareholding paridlere were no effects resulting from the operation in the
/ 2YLI yedQa akKlINBK2f RAYy3 LI ySt o

Changesni the shareholding paneAcquired company bfore - Ideiasnet Fip | (50%); Mauricio José
Trezub (41%and Kleber Martins Albertini (9%Acquired company #er - TOTVS Brasil Sales Ltda.
(70%), Mauricio José Trezub (24.6%) and Kleber Martins Albertini (5.4%).
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Event:Acquisition 0f100% of capital of Virtual Ag&olu¢cdes em Tecnologia Ltda

Main conditions On May 21, 2014, TOT¥8tered into a Share and Quotaifethase Agreemerto
acquire 100% of the share capital \dirtual Age Solucbes em Tecnologia Ltd&/irtual Age"). The
Agreement also establishes the payment of a variable amount that can reach up to R$25.000 million,
which shall be paid in accordance to metrics defined in the Agreement until the last @scefnber

2016.

Focused on the development of software solutions in the cloud for the Fashion and Apparel Value
Chain, Virtual Age has more than 27 years of experiaeceing technology to Retail, Wholesale,
Franchising and Manufacturing companies in this sector, having a portfolio with more than 500 clients,
including the major manufacturers of shirts, trousers, denim jeans and suits in Brazil. Virtual Age sells
itssd dziA2ya Ay {lFIF{ 6a{2FGsNB & I {SNBAOSe0 Y2RE

The acquisition does not have outstanding precedent conditions and was ratified by the shareholders
at the GeneraBhareholdersMeeting of March 30, 2015, psuant to Article 256 of Law 6,404.

Companies involved OTVS S.A. and Virtual Age Solucdes em Tecnologia Ltda.

Effects in TOTVS shareholding paridlere were no effects resulting from the operation in the
/ 2YLI yeQa akKlINBK2fRAy3I LI ySt o

Changes in the siheholding panelAcquired company bfore - José Marcos Nabhan (100%gquired
company after- TOTVS S.A. (100%).

Event:Merger of TOTV®rasil Sales Ltda.

Main conditionsOn Otober 22, 2014 the Extraordinary Shareholdénsleeting approved the erger
of TOTVS Brasil Sales Lidaorder to simplify the Company’s operations.

Companies involved:OTVS S.A. and TOTVS Brasil Sales Ltda.

Effects in TOTVS shareholding pafdiere were no effects resulting from the operation in the
/ 2YLI yeQa akKd.NBK2f RRAy3I LIy

Changes in the shareholding panelIK SNBE g SNB y2 STFFSOGa Ay GKS [/ 2YLJ

Event: Acquisition of 60% of capital of Neolog Consultoria e Sistemas S.A

Main_conditions:On February 11, 2015, TOTVA. &ntered into a Share and Quotaufehase
Agreementto acquire 60% of the share capital ofdlogConsultoria eSistemad ®! ® 6 odds S2f 2 3¢
R$L5.547 million. The Agreement also establishes the payment of a vadatdent, whichshall be

paid in accordance to metrics defined until June 3016.

Focused ordevelopng software solutions in the SaaS model for the Laggstnd Supply Chain
markets, Neolog has been operating for over 10 years providing logistics optimization solutions
designed to reduce costs and to better matopisticsresources for its customers. The acquisition has
no outstandingprecedent conditions

Companies involved:OTVS S.A. and Neolog Consultoria e Sistemas S.A.




TOTv35148

REFERENCE FORM 2015 V3

Effects in TOTVS shareholding paridiere were no effects resulting from the operation in the
I 2YLI yeQa akKlINBK2f RAy3 LI ySt o

Changes in the shareholding pandtquired companybefore ¢ Danilo da Silva Campos (99%) and
Camila Capellari Campos (1#gquired company fter - TOTVS S.A. (60%) and Danilo da Silva Campos
(40%).

Event: Sale of the minay participation of Umov.me Tecnologia S.A.

Main conditionsOn April 2, 2015, TOTVS Ventures (a TOTVS subsidiary) sold its 20% minority interest

AYy dza2@dYS ¢SOy2ft23Al {d! @ 6adzaz2@dYSé0 (G2 (GKS T2
rescinding # the future investment commitments of TOTVS Ventures established at the time of
acquisition of said interest in uMov.me.

Companies involved:OTVS Ventures Ltda. and uMov.me Tecnologia S.A.

Effects in TOTVS shareholding pariétere were no effectsesulting from the operation in the
I/ 2YLI yeQa akKlINBK2fRAy3I LI ySt o

Changes in the shareholding pan&lOTVSsold the totality of the minority interest that TOTVS
Ventures had in uMov.me Tecnologia S.A. to the founder shareholders of Umov.me.

Event:Acquisition of the remainingcapital of TOTVS SolugBes em Agroindustria S.A. (former PRX
SolucBes em Gestdo Agroinddal Ltda.) andt Hw- { 2f dzeep Sa SY {2F{i6F NB { o!

Main conditionsOn May 11, 2015he Compny acquired?0% of the capital stock GIOTVS Solucbes
em Agroindustria S.A. (former PRX Solugbes em Gestdo Agroindustrinbhttid0% of the capital
stock of P2RX &xdes em Software S.A. for&&33,736.05, in accordance with the Share Purchase
and Sale Agreement and Other Covenants, eteztin April 18, 2013.

Canpanies involvedTOTVS S.A., TOTVS Solugdes em Agroindustria S.A. and P2RX Solugdes em
Software Ltda.

Effects in TOTVS shareholding paridiere were no effects resulting from the operation in the
/ 2YLI yedQa akKlINBK2fRAYy3 LI ySt o

Changes in the shareholding panatquiredcompaniesbefore - TOTVS SA (60%), Gilberto Girardi
(12.82%), Fabio Girardi (11.85%), Richardson André De Moraes (8.37%) Sérgio Asato (2.68%), Regina
Sumara Cavaca Philifp.68%), Divaldo Reckia (1.6%rquired companies after TOTVS SA (100%)
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6.6. Information about the bankruptcy request based on a relevant amount or judicial or
extrajudicial recovery

Not applicable. There was no such request.

6.7.Other relevant information

The Company did not identify othezlevant information related to its history.
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7. COMPANY ACTIVITIES

7.1. Description of the activities of the company and its controlled companies

The purpose of the company is to develop computing systems (software), provide consulting and
counsel services, ekt rights of use of computing systems, both our own and third party, inclusively
by lease of software and hardware, provide data processing and training services, buy and sell
computers, their accessories, peripherals and supplies may import producs and services
concerning its main activitygrant franchising, retail clothing and accessories, engage in activities of
technological research and innovation, computer technical support, including installation, setup and
maintenance of computer programand databases, provide management consulting services,
engage in activities of data handling, hosting, portals, information providers and services on the
Internet, and outsourcing, as well as participate in other corporations as partner, stockholder or
guota holder.

In short, the @mpany provides the market with integrated corporate management software
solutions, with valueadded technology and services, such as follows: consulting, infrastructure
(hardware, operating systems, databases, and data centartgourcing, and enterprise instruction.

TOTVSs the leader of integrated management software (ERP suite) in Latin America and Brazil,
according to study disclosed by Gartner Institute entitted f £ 9 y (i S NIMistked Shard, 2 T i 6 |
Worldwide, 20122014

TOTVS has ov&000 direct employees and operates ir@ountries, with itsown units in Brazil,
Argentina,Mexicoand USA

7.2. Information on operating segments

a) Traded products and services:

Software Solutions

TOTVS believes technology is worth more whesnables clients to connect, to think and to work
together. Hence, it works with and for its CLIENTS. At this time, the opportunity is to match the present
with the future, evolving its offerings by implementing the 3 TOTVS concepts:

9 Fluid Technologyeasy to use and to be implemented, simple and mobile, it promotes
productivity, sharing and collaboration, thereby impacting a larger number of individuals and
companies;

9 Essentiality:specific offerings focused on the core business of each segment,caiiplete
adherence;

1 Agile ERP: Enterprise Application Software by vertical that progressively become lighter and
more focused on its "CORE", in the "CLOUD" and "MOBILE", promoting a natural user interface;
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The integrated management software offeringse atesigned per size and area of operations of
companies.

The structuring of offerings by segment is aimed at consolidating business solutions and processes by
economic segment, thereby optimizing the development and upgrade of solutions, and driving
innovdion. This enables the solutions offered by the Company to meet needs that range from basic back
office operations, such as accounts payable, accounts receivable, taxes and human resources, to the core
business of companies, such as control of student ngxdn a university, inventory control in a
manufacturing industry and construction management in a building company.

The structuring of offerings according to company size is aimed at providing solutions with the
appropriate level of complexity and robumgss, taking into account the needs of micro, small, medium
and large companies. Thus, TOTVS divided its solutions into Series 1 and solutions in 10 segments. In
general terms, Series 1 products meet the needs of small businesses and micro compani@apiéth s
and objective processes. This segmentation also meets the needs of the midmarket segment, which
includes companies with mediwcomplexity processes. The products also have broad functional range,
enabling the management of larger companies with mooeplex processes.

TOTVS Series ¢l Segmented software solutions for micro and small companies requiring quick
implementation, objective solutions for controlling critical processes, designed to control operations of
this type of companies. Series 1 serves the following segments:

TOTVS $es 1 Manufacturing; Integrates the main areas of the company, speeding up the flow of
information and enabling quick access to the data required for management.

TOTVS Series 1 RetallOTVS offering for companies that have an E@fs6or de CupomsEal- tax
receipt issuer), which integrates the main areas of the company, speeding up flow of information and
enabling quick access to the data for management.

TOTVS Series 1 HeaftiTOTVS solution for medical offices and clinics, which provides quick and
effective clinical and financial management.

TOTVS Series 1 Leg8olution for law firms for managing processes and deadlines with WEB mobility,
which enables access to online dnhation with high availability, effective control over the legal
liabilities of their clients and data security ensured by the TOTVS Data Center framework.

TOTVS Series 1 ServigBslution that enables control of cash flow, taking into consideratiochmase
and sale orders, control of service orders, with allocation of resources and products, control of inputs
and outputs per cost center and profit center, and expenses and revenues by financial category.

TOTVS Series 1 Beauty and Aesthell@3TVS dotion for salons, spas and beauty clinics, with zero
spending on technology and infrastructure as it is 100% ehasdd. This allows clients and employees

to access information, such as schedules and service and product consumption, from anywhere. The
system also provides simple management information on billing and employee productivity.

TOTVS Series 1 Petshd@TVS solution for pet shops, as well as veterinary clinics and hospitals. 100%
cloudbased system that is simple, easy, complete and reéadyse. t permits full control over the
business and close monitoring of the evolution of patients.
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TOTVS Series 1 SupermarkefBOTVS solution for small supermarkets, which performs financial,
commercial, operations and tax management, covering eéhéire sales process, from psales to
checkout.

TOTVS solutions for segmeti@@sir segmented software solutions for small, medium and large companies,
with full and broad functional range of business processes. The segments served are:

Manufacturing ¢ It isone of the key operating segments of TOTVS, in which best market concepts and
practices are applied to solutions and technologies offered in each of the following eigbégutents:
Extraction and Processing; Pulp and Paper; Chemicals and Recyclingyrijietaid Plastics; Capital
Goods; Durable Goods; Consumer Goods; Textile and Apparel.

Ruled by the principles of lightness, sustainability and automation, this segment is served by the Fluig
platform that integrates business areas and supports each basiprocess, from the birth of a new
product to its dispatch, aftesales, support and warranty. Back office processes are also fully covered,
including full compliance with legislation.

Agribusiness Solution that brings together software components from TOTVS portfolio for serving
multicrop (grains, fruits and forests) producing companies and those in the sugar and ethanol sub
segment, from the plantingultivation-harvest cycle to processing that tdts in sugar, ethanol or
electricity, aimed at a competitive, integrated, sustainable agribusiness. Solutions for Agribusiness are
also available for specialized processes such as Grain Origination, Processing, Field Automation and
Fleet Maintenance.

Reail ¢ A comprehensive management solution for retailers, which includes automation of
administrative processes tthe closeof the sale at the poinbf-sale (checkout), including store
management, credit management, mobilitxcemmerce, inventory manageent, pricing, RFID, grid
management and mix, with information security and integrated solutions. Specialized software
offerings are available for Retail ssbgments, such as Management of Car Dealers, Franchise
Networks, Drugstores, Supermarkets, Staaad Department Stores, and Construction Materials.

Distribution and Logisticg Solution that provides integration, automation and management support

for logistics processes, according to current expectations and technologies. This portfolio inctilsles to

for SCM (Supply Chain Management), TMS (Transportation Management System), WMS (Warehouse
Management System), Shipment and Delivery Routing, Fleet Maintenance, Freight Forwarder and
Control of Ports and Customs Precincts processes.

Health¢ Solution fa the management of Health Plans, Hospitals, Emergency Care and Medical Clinics,
covering management of accredited networks, authorization for medical procedures, auditing of
medical bills, acquisition of new plan members, and CRM (Customer Relationstggénaent) for

Health Plan Operators or Medical Cooperatives. To create an integrated chain, optimize processes and
ensure the sustainability of management, this solution also includes the following procedures:
reception, hospitalization, medical recordssheduling, clinic, diagnostic units, operating rooms,
dispensary, pharmacy, electronic medical records, infection control, hospital costs, billing, transfers
and disallowances in hospitals and medical clinics.

Education¢ Complete, integrated and flexiblsolution for management of Educational Institutions,
which optimizes processes, reduces operating costs and allows monitoring of performance indicators,
generating constant improvement of results. It serves the followingsagments: Elementary
Educaton, Higher Education and Continued Education, with the core processes of Academic and
Financial Management, Selection Process and Entrance Exam Management, Libraries, Virtual Learning
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Environments, as well as Management and Planning of Class Schedaldgition to ensuring that
the academic community remains connected through academic portals and mobile solutions for
students, family, professors and coordinators.

Construction and Projectg Solution that provides projects management, designed for mtoje
planning, budgeting and monitoring, it supports the management and control of construction works
(Engineering Projects) to achieve optimum budgets through integrated processes, thus making
projects and constructions sustainable. This portfolio includefiware for management of
construction and projects, with statef-the-art management through tools such as ETO (Engineering
to Order), EVA (Earned Value Analysis) and Mobility to capture field data.

Management of real estate development, including thanagement of receivables portfolio and sales
management through a responsive portal (Web and Mobile), feasibility analysis tool and equipment
maintenance management.

Legal¢ Comprehensive, accessible, definitive solution that meets the requiremeritoosé dealing

with law, especially law firms and legal departments, and includes the control and monitoring of
flrgadaiar tlrgeSNEQ OFfSyRIFINAXI (GAYSakKSSGaz | a
management.

Financial Serviceg Specialized solwins for investments, credit, cards and core banking areas,
covering everything from business environment to accounting and operations areas, including
management controls and compliance. A comprehensive software portfolio that offers operational
efficieng/ and reliable results.

Serviceg; Solutions that controbperations reducingcosts and brinigg the clients closer to their
needs, aiming to control operations, budgets, agreements, SLAs (Service Level Agreements), CRM,
allocation of resources, equipmeleasing, facilities and monitoring of operational performance.

TOTVS implementation methodology sets the guidelines, methods, standards and stages to be
followed from the start of service to po@inplementation quality controls. Guided by this methdalgy,
TOTVS teams follow in all sites the same techniques and tools to carry out tasks related to the
implementation of TOTVS software solutions.

TOTVS solutions based on Partners:

TOTVS offers the following partner solutions integrated to its managestdtware:

TOTVS BA Business Analytics powered by IBM Cogalogion for Business Intelligence and Decision
Making Support, backed by ETL (Extraction and Transformation) resources, data warehouse, analysis
view, report and dashboard studio integrated with TOTVS ERPs.

TOTVS GeoSales powered by Soft$itability Solution for Territorial Business Management and Sales
Force Automation integrated with TOTVS ERPs.

TOTVS Marketplace powered by Paradig&olutionfor automation of sourcing and-procurement
integrated to TOTVS ERPs.

TOTVS Colaboracdo powered by NeoGsmlution for integration of value chain with the exchange of
electronic documents, adding Retail Intelligence and Distribution Intelligence, integrated with TOTVS
ERPs.

™
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TOTVS Smart Analytics powered by GoodBatdution focused on usability and usesperience, which
brings benefits such as rapid installation of management dashboards at a highly competitive price, in a
100% SaaS (Software as a Service) model, integrated with TOTVS ERPs.

TOTVS$Gestdo e Planejamento de Quadro de HorarnsScientia Set of highly specialized solutions

for planning class schedules at educational institutions, in addition to resolving and providing effective
solutions for use by human resources, class and student requirements and infrastructure so that
educational ingtutions can optimally allocate their resources to the desired costs in a balanced manner.

TOTVS GRC powered by Resel#trategic tool for companies, which enables them to store all the
procedures for compliance with laws and certifications, such as Saréaxleg, among others. The
system also enables control over the execution of each step involved in these proceditestool is
easy to use and quick to install.

TOTVS AMS powered by AMScustomized solution for Assets (Asset administrators) and Managers
that must focus on management, and have a clear and-aeflhed operational processes, with
segregation of funions (desk, middle). This solution facilitates due diligence, provides operational
efficiency (minimizing the need for specialized personnel, double entry and double portfolio control)
and is scalable.

TOTVS FATCA powered by Dion Glotainplete soltion that meets all legal requirements without
NBIjdANARY3I SEGSyair@dsS OKIy3Sa G2 GKS olyl1Qa SEAAQ
requirements of treaties such as FATCA that arise in the future, thereby reducing operating and
maintenance costassociated with changes to legislation.

TOTVSinteligéncia na Gestédo de Portifoigsowered by TechrulesCustomized solution for Portfolio
Managers that need to execute their processes in a centralized and highly sophisticated manner. This
solution povides investment portfolio management companies with speed in decisiaking and in
applying changes to investment strategies, enabling personalized service with transparent information.

Technology Solutions

fluig - An agnostic enterprise platform for identity managemé&i2M), processes and conteECM-

Enterprise Content Managemernbat increases productivity and collaboration among users. The Fluig
platform provides users with a secure clebdsed environmenthat combines a natural, intuitive and
collaborative user interface, accessible through diverse mobile devices, that accesses information and
performs routines of the integrated management systems from TOTVS or other providers, regardless of
wheretheyareA ya il £t f SR (GKI G AazX 2y (GKS O02YLI yASaQ LINBY

TOTVS ECMServer that provides management of electronic content (ECHnterprise Content
Management) and of integrated business processes, which enables transformationdo2 dzNJ 02 Y LI y &
hardcopy documents and processes into information assets that reduce operating costs more efficiently

in business processes and add intelligence to strategic information. TOTVS ECM is also included in the
Fluig platform.

¢he¢x{ 9/ mdclude:Soniiotlbf document versions and revisions, control of document and
process approval cycles, access control, sharing of documents in folders and for work groups, search and
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indexing mechanisms for documents in standardized and special formatddition to these features,
TOTVS ECM offers facilities for process management, making it possible to attach one or more
documents to the process, inclusion of flexible performance routes, felipwf evolution of processes

and even logging of hoursifapportionment of process costs.

TOTVS ESBolution for integration between different integration points of TOTVS software and other
software in the market. It adopts the Enterprise Service Bus (ESB) standard, which enables control of
integration betwesn two or more points, with a low level of coupling (which facilitates maintenance and
evolution of integrated interfaces), conversion of communication protocols, routing of messages based
on their content, queuing of messages to ensure delivery, conversiadata formats, among other
features. By adopting TOTVS ESB, companies incorporate mechanisms for monitoring their integrations,
facilities for handling diverse data formats and even dealing with temporary unavailability of an
integrated system with loweven or no) loss of integration. TOTVS ESB is also included in the Fluig
platform.

by You A corporate social networking solution that enables collaboration and engagement of people
and companies in a secure environment, allowing personal and busiaekd®nships and business
generation.This corporate social network is also included in included in the Fluig platform.

TOTVSStudipL & A& GKS ol aira 2F ¢he+x{Q (SOKyz2fz238 2FFSN
1 Application serverruns TOTVS softwarapplications developed on the TOTVS platform and

provides elements that ensure scalability and availability of applications, as well as portability of code
developed for execution on multiple platforms.

T DbAcces€nsures unique access of data access wippart for multiple databases.

1 SmartClientPresentation layer, user interface, optimized for remote access to TOTVS applications.
Available in the version&ichClientvith support for multiple platforms and HTML.

TOTVS Developer Studibevelopment ad management environment of the TOTVS platform. Based

on the Eclipse platform, it offers a set of tools that simplifies the development of products on the TOTVS
platform (AdvPL and 4GL languages) and increases productivity in all phases of the devetypitaent

It has tools for code analysis and quality, and management of the development lifecycle¢(ALM
Application Lifecycle Management). Also integrated #® environments for the development of
mediations of integration and mapping of TOTVS ESB ferraatwell as the environment for creation

of business process flows in TOTVS ECM. It also has an integrated environment for server management
based on TOTVS Developer Studio technology.

AstroTV- middleware compatible with the specification of the Ginganslard of SBTVD (Sistema
Brasileiro de Televisdo Digital), which runs interactive applications developed in Java, NCL and LUA.
Applications may be resident (inserted by the manufacturer or user directly into the memory of the set
top box, mobile receivergortable sets or digital TV sets) or transmitted via digital signal through TV
networks. AstroTV offers the following possibilities:

1 Full interactivity, allowing viewers to communicate with the broadcasters through the return
channel, in scenarios suels elections, polls, games, and advertising;
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1 Extended program capabilities in the areas of entertainment and information, permitting the entry
of extra inputs news related to the program, such as games, news, advertising, content enrichment,
sports statisics, etc.;

1 Interactive egovernment applications to drive digital inclusion, such as declarations, polls, charts,
bulletins, schedules and public service announcements; and

1 Use of interactivity in mobile phones, PDAs and other portable devices enablingcrearios with
the use of technologies such as localization, presence, voice, etc.

Solutions in Services

Software implementation:

the+{Q AYLISYSyGlraAaz2y GSIY RSLIX2ea 2yfe az2fdzia
implementation methodology, which di@es the guidelines, methods, standards and stages that must be
followed from the start of services to peshplementation quality controls.

the+{Q 26y dzyAGad YR FNIXryOKAaSa FT2ftft2¢ (GKS ¢he¢=x{
sametechniques for executing tasks and the same tools to implement TOTVS software solutions.

Consulting
TOTVS Consulting is a strategic business management and information technology consulting team, based

in Sdo Paulo, Rio de Janeiro and Belo Horizonte, pachting throughout Brazil and abroad.

Business management consulting services are grouped as follows:
1 Management- Organizational Restructuring; Shared Services Center (CSC); and Project Office (PMO).

9 Strategy- Strategic Planning; Management Gyidelines; Business Case; and Budget Planning.

1 ProcessesModeling and Process Improvement (MMP); Integrated Process Management (GIP); and
Operating Excellence.

9 Personnel HR Structuring; Management by Competencies; Performance Management; Career and
Reamuneration; and Change Management.

IT consulting services offerings are grouped as follows:

9 Strategy- IT Master Plan (PDTI); Governance (ITIL, COBIT); and Software Selection.

1 ERP Deployment with Focus on Management, Business, and Integration -l&®Q (Project
Management); Process Modeling (Blueprint); Communication and Training (Change Management);
Integrated Tests (Management); Data Development and Migration (Management); and AMS
(Application Management and Support).

Infrastructure
Infrastructureservices offerings are divided into two groups:

9 Cloud Computing Offering of TOTVS hosting solutions in its own or third party data center, including
a comprehensive range of added services, such as environment preparation, provision of
infrastructure, hardware (servers), operating system, databasedemand productivity tool, email
servers, website hosting services, applications, technological environment management, backup
management and monitoring, fineining of databases; monitoring of links andsa's.
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9 Hardware- equipment sales, installation of local infrastructure and help desk.

Since the infrastructure team works with TOTVS proprietary software, it has knowledge of the solutions,
which allows the company to offer a Service Level Agreement) (&lgarding availability of the
application.

Consulting for corporate training in_social environment interactiorsérategic consulting team for
communication, change management and knowledge management, which operates throughout Brazil
and certain intenational locations, out of bases in Sado Paulo, Rio de Janeiro and Belo Horizonte. This
offering involves a strategic project of transformation of corporate culture utilizing Fluig as a social
interaction platform, based on strategic alignment, diagnasigplementation, activation and support.

Outsourcing
TOTVS provides outsourcing services for human resources, legal and investment management

departments through its BPO operation.

Human Resourcesoutsourcing solutions in human resources are offerechagé service levels:

T ASP-hLISNI GA2Y YR SESOdziaAzy 2F OtASyidQa LI eNeffxz
technology and operational support in payroll processing.

1 BSR;/ t ASy(iQa LI &@NRftf LINRPOSaaAy3 idréspodsibinIeditte Bthee dzi |
payroll activities, such as admission and ratification of termination, among other activities.

1 BPQO¢ Operation and complete execution of all payroll processes of the company.

Legal Departmentsinformation maintenanceservices and specific reports on portfolios of the lawsuits

of clients so that they can manage information about lawsuits. These services include registration of
lawsuits/preliminary injunctions, addition and revision of lawsuit information according goctlrrent

phase of demands, management of court deposit payments, convictions, agreements, charges, costs and
income tax, segregation of the basis of lawsuits by law discipline, registration of requests, contingency per
request and parties involved, probidity of failure or success, contingency management at TOTVS Legal,
document management and screening, termination of lawsuits, analyzing all pending issues, preparation
of reports and presentations with general and specific overview of the portfoliowsiuiis, among others
features.

Corporate Education

Solutions that provide software, content and infrastructure for knowledge management and professional

gualification, both orsite and distance. Designed for clients and institutions that require intensive

processes for knowledge diffusion and certification that are centralized or geographically distributed.

These offerings include:

i Official training on TOTVS software and business procesmedie provided osite or virtually (e
learning), in synchronoushd asynchronous format.

 Virtual training (ef S Ny Ay 30 (I Af 2 N&&opniedt of @buise ywithQpioprigt8yS R & Y
content, design and methodology or mutually defined to meet the standards set by the client.

1 Certifications:Development and applicath of exams for technical or functional certification, using
TOTVS software and technological solutions, virtually egitenat our authorized network.
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b) revenue from the segment and its share in the issuer net revenue:

Since its activities are concentrated in the development and sale of licenses of IT systems, provision of
deployment services, as well as systems consulting, advisory and maintenance services, the company is
organized in a single business unit. Though/th2 Y LJ- y 2 Qa4 a2F G gl NB az2f dziAz2ya
business segments of the economy (agribusiness, infrastructure, construction and projects, health,
logistics and distribution, transport, education, financial services, legal, retail, and servicgsyrehsot
O2yiNRffSR FTYR YIFIyF3aSR o0& YIylFr3aSySyid a aidlyRFf:
monitored and assessed in an integrated manner.

Between 2012 and 2014, the three revenue lines of the Company (License Fees, Services and
Maintenance) acaunted for the following percentages of total net revenues:

2014 2013 2012
Licensing fees 20.4% 21.6% 23.3%
Services 29.6% 29.8% 29.3%
Maintenance 50.1% 48.6% 47.4%

TOTVS provides differentiated licensing systems for use of its solutions intontheet availability
and financial planning requirements of clients. Clients can change modadgéw price is calculatedhen
the change occursThe company sets three payment forms for licensing the use of its software by clients
namely (i) traditiong (ii) corporate and (iii) lease.

Traditionalc The traditional form consists of licensing of use rights by payraéah exact amount.
Payment caibpe in installments and licensing is definitive and nonexclusive. The price of right licensing
is set per ger and the client pays the licensing value for the number of users acquired. The number of
users acquired is the maximum number of persons that can access the system simultaneously.

Corporatec In the corporate model, the client acquires the license fibre right to wse the system
unlimitedly in itsmarket industry without restrictions to the number of simultaneous users, through
payment {n cashor in installments) upon contracting and additional annual payments according to an
increase metri¢o hissegment. The purpose of this modality is to increase recurrence and ensure client
loyalty.

Lease; The lease modality is the payment of monthly installments for use of software.

Currently, license sales are concentrated in the traditional @rgoratemodels.

In addition to software licensing, TOTVS clients make maintenance contracts, the payments of which
are mostly monthly, ensuring the right to use the hédipsk service, receive new versions of the system
and use services of TOTVS technicians, dsaselxemptions for prices differentiated from those applied
by TOTVS at contracting time.

TOTVS uses standard contracts to legally formalize its business with clients. The purpose of such
standard contracts is to provide: (i) rights to license of softwese (i) rights to adjustments and updates
of software versions; (iii) deployment and training services; (iv) help desk services.
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Where applicable, TOTVS clients also make contracts that set services to be provided by TOTVS for
customization of software OO2 NRAYy 3 (2 (GKS Ot ASydiQa aLISOATAO NEBIJ

c) profit or loss in the segment and its share in the issuer net profit:
The revenue concentration level observedteam 7.2bA & | f 42 20aSNWSR Ay (K

(p))
O

7.3. Information on products and servicerelated to operating segments

a) characteristics of the production process:
Components used in the preparation of integrated management software offerings

The integrated management software solutions describedem 7.2aare based on integration of
components from the horizontal and vertical product lines that determine the technological platform and
the origin of their development, as follows:

Protheus Line

The Protheus line comprises a set of applications divided irddutes with the purpose of helping
companies in their management processes. These applications are organized into ERP, CRM, Verticals and
Intelligence Tools, which are software solutions designed to support the management of companies at
the operating, tatical and strategic levels.

Protheus modules bring together the functionalities of the entire operational process and control of a
company:

w Controllership/FinanceProject management (PMS), budget planning and control (PCO), tax, financial,
assets, and taand management accounting.

w Materials and Manufacturing Product Development, Procurement, Imports, Inventory and Costs,
Production Planning and Control (PCP), Shop Floor.

w Sales and BillingBilling/sales, exports and drawback.

1 Human Resources Provides greater efficiency in a company's Personnel Management and
Organizational Development processes, covering all of their-sgatems: Payroll, Electronic
Timecards, Access Control, Occupational Health and Safety, Portals for Decentralizatiomtidi®pe
Positions and Salaries, Recruitment and Selection, Training and Development, and Performance
Evaluation.

w Quality - Control of noncompliance, document control, entry inspection, process inspection, audit,
metrology, Advanced Product Quality Plarm{f\PQP), Production Part Approval Process (PPAP), and
risk management.

w CRM- Manages the client relationship in sales, campaigns, schedules, service, collections, teghnical
assistance or client suppo&RM ensures that client information used in the compé Q& 2 LISNI G A 2
centralized in a unified and cohesive manner. Protheus CRM is also divided into the call center,
technical assistance, and mobile solutions modules.

Vertical and complementary solutions offered under the Protheus line are applicatianserve

markets with specific management characteristics that are not met by ERP applications or generic

processes that can be used by any type of indudtng verticals for specific processes are:
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9 Pointof Sales Commercial Automatiogq Automation ofcommercial routines in chain stores, with the
F20dza 2y NBGFAET Y FNRBY OdzaG2YSNI aSNBAOS (2 (GKS Oz

9 Distribution and Logistics Service to all supply chain processes through three management
environments: Order Management SystenfOMS), Transportation Management System (TMS),
Shipper Management SysteiBéstdo de Frete EmbarcaddeFE), Warehouse Management System.

1 Vehicle Dealershipdanagement of workshops, vehicle dealerships and automotive part dealerships.
Includes the purigase, sale, assessment, financing, insurance and documentation processes.

1 Heath Plan ManagementManages operational, documentary, administrative and financial functions
carried out by group health care and selhnagement companies.

1 Environmental Managesnt - Comprehensive management of possible impacts on the environment
caused by operations, products and services of the company.

9 Foreign Trade Comprises operational, documentary, management and financial functions related to
the control and monitoring bimport and export processeks controls cover a number of import and
export processes.

1 Legal Departments P,rovidAes broad organization and management of all information related to the

F NS FYR 0KS O2YLIl yeQa o0dzZaAySaao
I TSS TOTVS middleware developed permit electronic information exchange between TOTVS

BackOffice and SEFAZ for generation and issue of electronic invoices (NFe).

Protheus intelligence tools are software applications designed to support the management of tactical
and strategic levels ofompanies and the compilation and analysis of information from operational
applications, such as ERP. For the tactical level, the software applications have the following purposes: (i)
to increase productivity in the performance of routine and operati@wivities, simplifying tasks such as
checking the day's latest news, accessing the plana@iaiés and task list, and allow management queries
for information in ERP software; and (iii) to enable users to make use of information generated by
operating sgtems in a simple way, facilitating the necessary analyses and compilations. For the strategic
level, the software applications have the following purpose: (a) to help organizations translate their
strategy into operational goals, directing behavior andfpenance, in order to establish an efficient
strategic measurement framework; and (b) to enable control and monitoring of actions established in the
plan for the achievement of the objectives set at the strategic |&uat. intelligence tools suite compés
the following software:

1 Indicator Management System (S&Qontrols performance indicators based on goals, action plans
and the results obtained.

9 Balanced Scorecard (BSS)milar to the Indicator Management System, it uses the BSC methodology
in acordance with the methodology of Kaplan and Norton.

Logix Line
The Logix line is a set of applications divided into modules, designed to help companies in their
management processes. These applications are organized into ERP, CRM and Verticals.

The ERPLogix is an application divided into the following modules that bring together the
functionalities of the entire operational process and control of a company:
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9 Production Management Manufacturing.Engineering, master plan, operational plan, shop floor,
industrial maintenance, supplier evaluation, quality, testing, analysis, textile manufacturing, and grid
manufacturing.

1 Supplies Service agreements, planning of materials, stocks, costs, grid costs, dimensional control,
outsourcing, consignment of matais, procurement, receipt of materials, inventories, electronic
approval of supplies, evaluation of procurement, communication with suppliers and imports.

9 Sales and Logistics Orders, distribution logistics, billing, technical assistance, sales plarg sale
management and Customer Service (SAC), Warehouse Management System (WMS), cargo handling,
fleet control, freight, and integrated port system.

1 Controllership- Assets, accounting as per international standards, profitability analysis, operating
budget, bulget management and approval, consumption analysis, and accounting in constant
currency.

9 Financial- Accounts receivable, credit and register, check control, accounts payable, taxes/duties,
cashless payments, electronic approval of payments, control eEtraxpenses, bank transactions,
cash flow, vendor, financial agreements, lease agreements, and control of cash transactions.

1 Tax Obligations Tax liabilities, normative instructions 68/95, 86/01, 89/03, ordinance 58 (MANAD),
and control of ICMS credit ggermanent assets.

1 Human Resources Enables greater efficiency in a company's Personnel Management and
Organizational Development processes, covering all thesgatems:Payroll, Electronic Timecards,
Access Control, Occupational Health and Safety, Portals for Decentralization of Operations, Positions
and Salaries, Recruitment and Selection, Training and Development and Performance Evaluation.

Logix CRM is an applicatidesigned to support management of all client relationship processes in
sales, collections, technical assistance or client support. Logix CRM is integrated with Logix ERP, thereby
dzy AT eAy3a | f¢ Of ASYyid AYyTF2NXIGAZ2Y dperStés mainly initheS 02 YL
automation of marketing, telemarketing, telesales, customer service, help desk, and technical assistance
processes.

The verticals available in Logix for specific processes are:

T WMS (Warehouse Management SysteqnManagement of yardjogistics, stock, inventory, and
radiofrequency.

1 Textile Manufacturing; tracking of dyed yarn, control of threads, machine system, tag request, grid
manufacturing and grid costs. Includes records and controls for the entire clothing and footwear
industry,in which the same product is available in various colors and sizes.

1 Logistics, Ports and Airport®art of the logistics solution for foreign trade and international business,
offering the infrastructure required for the company to apply its knowledghemprovision of services
and management of loading, unloading, advisory, and import and export shipments by both air and
sea.

i Cargo Transportation ManagemenCargo handling and fleet control operation.

i Pointto-Point Sales Controls the sales of prodts traded by autonomous sellers. Developed to
enable full tracking of this sales process, enabling control from the time the order is placed and the
shipment invoice is issued to the return with the rendering of accounts.

91 BI- Modules to create and dispfaqueries and management indicators.
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Import - Monitors the entire procurement process in the export market. Permits effective control of
the entire process, from the recording of purchase orders to control of expenses and events, tax
calculation, paymentfoforeign exchange contracts and insurances, and receipt of imports.

Exports - Simplifies and integrates the complex environment of export management, helping
companies to reduce costs, have greater predictability and comply with applicable laws.

RM Line

The RM line is a software solution consisting of the following modules designed for construction and

projects, as well as education and human resources areas, which combine the main functionalities of the
entire operating process and control of a company:

The vertical solutions that comprise this line and cover the entire TOTVS portfolio are:

Educationg Academic and Financial Management, for Elementary and Higher Education and Free
Courses. Mobile access for Students and Faculty, including financigbritghand online payments
through credit cards, Selection and Entrance Exam Processes, complete Financial Management,
integrating academic management with back office operations (Controllership, Accounting, Sourcing
and Assets), CRM and Educational Wovkf Archive and Library Management, Payroll and People
Management.The solution also includes a portfolio of tools for extracting and presenting results, such
as Cubes, Dashboards and BSC, as well as a proprietary report generator.

Works and Projects Project / work management:
1 Integrated management view. Physical, financial and economic.

1 Mobility, with measurement of physical progress, record keeping of labor and equipment, and
control of transportation cycles.

f Human resource managemengutput/report, supplies, real estate management, and
maintenance management.

Development, Management of Receivables Portfolio:

1 Contract management, market financing plans (PRICE, SAC, SACRE and customized plans)

1 Enables feasibility analysis

1 Sales management through the real estate sales portal, with control of queues, proposals

through a responsive web interface (web and mobile).

1 Portfolio management and monitoring of delinquency levels.
Human Resourceg§ Enables greater efficiency in a cpamy's Personnel Management and
Organizational Development processes, covering atssgtemsPayroll, Electronic Timecards, Access
Control, Occupational Health and Safety, Portals for Decentralization of Operations, Positions and
Salaries, Recruitmennd Selection, Training and Development, and Performance Evaluation.

Controllershig; Batch processing, which allows checking of transactions before adding them to the
official batch, usual and flexible financial statements tool to create any finastaiaiment,

compliance with legal routines (SPED Contabil, SPED FCONacEdLlkting part), assessment of
results by branch office, which enables the system to be used by unincorporated joint ventures
(Sociedade em conta de participagd8CP), groupingf accounting entries originated from other
applications, apportionment map that allows management redistribution for management analyses,
control of fixed assets with the possibility of accounting/management analyses using scenario tools,
control of taxdepreciation of assets for addition/deletion of LALUT, compliance with Law 11,638 and
international financial reporting standards (IFRS), such as tests of impairment and revision of useful
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life of assets, integration with the procurement module in the pharee/write-off and transfer

routines, possibility of internal and external allocation of assets, management control of assets
through transfer of control, possibility of controlling asset inventories and insurance policies, physical
control of goods usinbar codes, tax assessment, bookkeeping in accordance with law.

9 Financiak Control of accounts payable and receivable, control of credit limits and clients in arrears,
Control of authority per user, control of returned checks, payment list with appraaalorkflow,
control of advances to clients and suppliers, wiifés for financial losses, grouping of financial
entries by bank slips, dispatch and return of bank payments and receipts files, reconciliation of bank
statements, reconciliation of authoed direct debit (DDA), control of financial investments
integrated to the accounting module, cash module to aid treasury, cash flow with monitoring of
budgeted and actual cash flow per cost center (apportionment), accounting for adjustment to
present value

9 Billing/Purchases/Stocks and ContracBales order, sales invoice, control of commissions, purchases,
material request, quotation, approval, purchase order, receipt, inventory, control, resupply and
contracts.

9 Business Intelligence (BDecision suport tool that provides access to contextual information.

The verticals for specific processes are:

1 Health - Comprehensive solution for hospitals, covering the following procedures: reception,
hospitalization, medical records, scheduling, clinic, mediffedep diagnostic units, operating rooms,
dispensary, pharmacy, electronic medical records, infection control, purchases and inventories, billing,
transfers and disallowances.

i Education- Academic control, educational portal, finance, educational CRivhry management,
human resources/payroll, report generator, strategic management (Bl).

9 Works and Projects Project / work management:
1 Integrated management viewRhysical, financial and economic.

1 Mobility, with measurement of physical progress, record keeping of labor and equipment, and
control of transportation cycles.

1 Human resource management, output/report, supplies, real estate management, and
maintenance management.

Datasul Line

Software 6r medium and large companies, mainly in the industrial sector, whose biggest need is the
revision or improvement of their critical business processes and adaptation of internal systems to their
needs. Their functionalities range from production control dontrollership and finance, sales and
materials. In addition to control, the software is capable of increasing client producfivigy software
includes the following processes:

9 Production- module for control and execution of production;

1 Human Resourceg Enables greater efficiency in a company's Personnel Management and
Organizational Development processes, covering atsystems: Payroll, Electronic Timecards, Access
Control, Occupational Health and Safety, Portals for Decentralization of Operdfositions and
Salaries, Recruitment and Selection, Training and Development, and Performance Evaluation.
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9 Materials- Module for controlling basic operations of inbound logistics, procurement, receipts, quality
control and inventory control;

1 Commercial Maagement¢ Software for sales management, supporting the commercial area in
negotiations, making operational control more flexible and enabling management analysis of the sales
order portfolio, in accordance with the company's policies and goals;

9 Sales- Module for supporting the sales process, offering support to the commercial area in
negotiations, making operational control more flexible and enabling management analysis of the sales
order portfolio;

9 Controllership and Finane&software for comprehenseymanagement of all processes and activities
of the controllership and finance areas, supporting managers in the degisaiing process.

1 Configurator and Product Develop&oftware that meets the requirements of companies with a wide
variety of final poducts and which need to configure and/or develop offerings according to their
Of ASyGaQ ySSRarT

1 Planning- Software that increases productivity in companies. It automates the material planning and
industrial processes;

1 SRM Software for managing relationgith suppliers, transforming them into strategic alliances;

Distritution ¢ Cargo transport management software for shippers in the industrial and commercial
segments;

1 Maintenance- Software for carrying out processes related to industrial maintenancegsHelasset
management and adoption of the best techniques for equipment use;

1 Automation- Software that helps increase productivity of industrial processes integrated with ERP and
warehouse management processes through automated data collection.

9 ForeignTrade- Software that provides efficiency and accuracy in the management of export, import,
drawback and foreign exchange processes;

1 WMS (Warehouse Management Systen§oftware to provide agility and reliability in warehouse
management functions, from reipt to shipment of goods.

Vertical solutions originating from the Datasul line:

1 APS (Advanced Planning & Schedulirgpftware that uses lean manufacturing and TOC (Theory of
Constraints) concepts and integrates with other TOTVS solutions. It is uajdtelustrial clients and
enables ample use of existing resources in textile plants for maximum development of the system by
controlling demand and available capacity, identifying bottlenecks and high inventories, and by
facilitating plant scheduling anguaranteeing service levels;

9 Freight ShipperSolution for the supply, distribution, transportation and promotion areas that adapts
to changes in demand while reducing integration costs in the logistic operation.

1 Multicrop- Management of agricultural processes, from planting to the first industrial processes after
harvest.

9 Grains- Solution for reducing the costs of allocation of machinery and inputs, for increasing
productivity through directed varietal management, comptianwith tax, environmental, and
LIKe@d2al yAGF NE NBIdZANBYSyias AyONBFraSR QOAaAOAL AGER
traceability of the production processes.
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1 Health Plan ManagementSolution that improves the control of health costs fiperators and the
management of health plans, beneficiaries, coverage and authorization of medical procedures. With

quickly available information and indicators that facilitate decisimaking, the solution also supports
auditing of medical bills.

1 DL (Disince Learning) Solution to support the learning process based eleaning, for both the
business and education segments.controls the training path, participation and assessment of
knowledge absorbed through pre/pegtsting and certification straggies.

1 CRM- Software for managing relations with clients through marketing management, commercial
YIEYyEFASYSyd FyR YIylFr3aSYSyid 2F Ot ASyGaQ aSNBAOSaxklL

Financial Services Line
The Financial Services line brings together specialized software in:

9 Credit:It meets the operational, legal and management demands of the main credit products in the
market. Subsegments served: Development Agencies, Banks and Financial Institutions, Credit
Cooperatives.

9 Cards:It manages the credit analysis process of legpions for Private Label, Open Private and
Branded cards. Integrated to a Credit Engine, it enables the implementation of a credit limit policy in
conjunction with Credit Score, SPC, SERASA and Intern&8luRisggments served: Card management
companes.

1 Investment Managemen It serves the entire operation of investment fund and portfolio managers
and trustees.Subsegments served: Investment Fund Management and Securities Dealers, Brokers,
Custody and Controllership, Private Pension Entities, Fadfiige, Investment Management, Non
Resident Investors, Insurance Companies;

9 Core Banking; It manages cashelated operations (checking accounts and similar).-S&dments
served:Development Agencies, Banks and Financial Institutions, Credit Cooperatives

Technological platforms used
TOTVS Platform is the company's technological platform that supports the development of TOTVS
software solutions, as well as management, business and collaboration solutions.

Historically, TOTVS has been developing the TOR#8rm to ensure its technological independence,
offering proprietary development languages and execution environments, which provide support to
current software developers and offer new functionalities and features for software solutions. This
includeshardware platforms and operating system options, as well as the choice of databases and
processing and load distribution models among execution environments. This strategy enabled TOTVS to
become one of the few software companies around the world to ofa type of technology.

TOTVS currently meets the various infrastructure requirements for applications in both the on
premises and the cloud models. The TOTVS Platform is the company's response to the need for a Platform
as a Service (PaaS) and serveshasfoundation for the Software as a Service (SaaS) offering, and is
complemented by valuadded offerings for Infrastructure as a Service (IaaS) needs.

Languages and technological platforms are the foundation of software development.
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AdvPL is currently udein the Protheus product line, while 4GL is used in the Logix line. The TOTVS
Platform infrastructure is responsible for compatibility and adaptability of TOTVS solutions to diverse
operating systems, databases, architectures and network topologies.

TOTVSs the only company in Latin America to have developed a middleware solution, called TOTVS
Platform. This middleware solution is also used by associated companies. The middleware used by the
company ensures its independence of (i) interface; (ii) tectgio& platform; (iii) topology (physical
installation of and communication between the computers used by the company); (iv) connection
(communication between computers); and (v) database, protecting clients against any conflict with their
operating platfoms. In addition, the middleware domain enables the company and its clients to build a
suite of hardware, operating system, network system and database system that is best suited to their
preferences, technical needs and investment capacity.

Components ofthe RM line are developed using Microsoft and Borland technology, while the
development platform adopted is Microsoft .NET This platform provides us with greater exposure to the
technologies available in the market.

Components of the Datasul line, both ¢arage and platform, are developed using Progress, Java (J2EE)
and TOTVS Platform technologies.

Components of the Financial Services line adopt the PowerBuilder and J2EE/Java development
platforms and languages.

Components of the Fluig platform ageveloped using Java technology.

The Company also developed a component, called TOTVS DBAccess, which enables communication
between its products and thirgarty database software. It thus avoids the creation of numerous versions
of its applications.

Reseach and Development

TOTVS seeks to meet the market demand for software and services, which is reflected in the
continuous efforts of its research and development department to develop sththe-art software and
services.

The core objectives of the TecHogy and Development areas are:

1 Improvement of the technical fundamentals of its software, enabling more efficient development
of solutions;

Adoption of new technologies and assessment of their impact;

Implementation of technological alternatives that ketye operation of its products protected;
Constant improvement of concepts, functionality and usability of software products.
Development of special products for clients;

Constant pursuit of new development methodologies to seek software agility andyquali

Integration of thirdparty tools; and

= =4 -4 -4 A -a -2

Constant evaluation of new organizational models and their applicability.
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Development teams are located mainly in Brazil. However, it is important to mention that TOTVS has
development teams in Mexico, focused loalizing TOTVS solutions for Latin America, and in the United
States, focused on developing new and innovative solutions and on analyzing key trends in the software
market.

Over the years, TOTVS has consolidated its leadership of the ERP market gdibw rand small
enterprise segments. Investments in research and development, which totaled R$831.6 million over the
last 5 years, were essential for TOTVS standing out from competition by bringing innovative solutions
power by proprietary technology and/tproviding valueadded services.

New Products

The Company invests in the development of new products to access new markets. To identify which
products should be developed, TOTVS constantly carries out market surveys to identify business segments
that require tailored solutions and then develops solutions for such segments. The surveys are also used
to analyze, in conjunction with sales channels, potential segments that could help increase business
volume.

b) characteristics of the distribution process

TOTVS licenses its software through a combination of sales through direct (own units, subsidiaries or
branches) and indirect (franchises, representatives, authorized dealers and business agents) channels. The
franchise is the main indirect channel. Relaship with indirect sales channels increases TOTVS' market
penetration in both the domestic and foreign markets.

Franchises are exclusive distribution channels and based on the TOTVS franchise Sigttana (
TOTVS de Franqui&TF). STF defines the geqahic regions of operation for each franchise, in which
exclusivity is granted by economic sector (segment). In the regions where they operate, franchises
prospect clients, carry out demonstration of solutions (gede, sale and postale), negotiate tens of
sale (within the limits predefined by TOTVS), and provide training, deployment and customization of
azfdziazya 2 OftASyidtQa ySSRaz 3IAPSY GKSANI £ 20Ff LN

I 2YLIX SYSylGAy3a (GKS FNIyYyOKA&aSaQ presantativesiifar B8les> ¢ h ¢
prospecting, without exclusivity, for its solutions and/or services. These representatives foster and
manage commercial processes in specific regions, with no kind of territorial exclusivity.

Franchises and representatives receivpesicentage of commission on license revenues. Franchises
also receive commission on maintenance revenue generated by clients based in territories where they
operate, besides directly charging for the service carried out.

the¢x{ Q 2 g gerve aslthget@icd for the operating, commercial and technical activities of
franchises. TOTVS has a department to control, monitor and coordinate franchises, which provides
advisory services and monitors their operations, as well as commercial, administrativaeaaketing
strategies. The activities of franchises are also controlled by satisfaction surveys conducted with clients
served by all TOTVS commercial agents.
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TOTVS also has its own service and relationship unit, TOTVS Private, whose mission is to pdospect a
retain large clients.

Own units.TOTVS has 5 own units in Brazil, 2 in Mexico and 1 in Argentina.
FranchisesTOTVS has 50 franchises in Brazil and 16 across Latin America.

Distributors:TOTVS has over 200 distributors in Brazil.

Marketing
Investments in marketing in 2013 corresponded to 2.8% of net revenue. Investments were focused on

generating leads and on branding. In 2014, marketing efforts should continue focused on the brand
branding process started in 2009, with the main goal ajriming the market that TOTVS has innovative
solutions for each of its 10 operating segments, which represent the key sectors of the economy.

c) characteristics of the markets of operation, particularly:
i. share in each market

TOTVS essentially operateghie development and sale of integrated management software and,
FOO2NRAY3I (2 GKS DFNIYSNJ INRdzL) addzRe Sydaadat SR
2012Hnmn>é ¢he¢x{ A& GKS fINBSad O2YLIl ye Ay [FaGAy
Latin American market and 50.6% of the Brazilian market.

il competitive conditions in the markets

The Company's competitors include providers of commercial market applications (such as ERP, CRM
and BlI), collaboration products and business intelligenceywts] as well as companies dedicated

to initiatives in open source software, in which competitors can provide software and intellectual
property without payment of license, and companies that provide consulting and outsourcing
services. Note that the softare market in Brazil does not impose barriers or restrictions on the
entry of foreign competitors.

d) possible seasonality effects

The information technology industry, including the software industry, has no pronounced seasonality.
However, the second halff the year has historically recorded higher sales volume.

e) key inputs and raw materials, informing:
I. description of relations with supplierg whether they are subject to government
control or regulation¢ identifying the agencies and applicable laws:
TOTVS development activities are concentrated in its own team of professionals. However, the
Company has suppliers and partners for developing some of its software solutions, as well as
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suppliers of databases that are resold to clients, and has providiéesimological platforms. There
is no government control or regulation on these relations.

il. possible dependence on few suppliers:

TOTVS uses thighrty technology to develop a part of its software and technology components,
especially those in the Rhd EMS Datasul product lines, which are based on the Microsoft .Net
and Progress platforms, respectively. For more information, see item 7.3.a, "Technical platforms
used," and item 7.2.a., "TOTVS solutions based on partners."

iii. possible price volatility:
Historically, the prices of TOTVS software and services have not shown significant volatility.

7.4. Clients accounting for over 10% of total net revenue
a) total amount of revenues from client

There are no clients who, individualccount for morethan 10% 6fKS / 2 YL ye@ Qa y SiG NB
b) operating segments affected by revenues from client

There are no clients who, individually, accountfwre than 1092 ¥ (G KS / 2Y LI} ye& Qa ySi

7.5. Relevant effects of state regulation on activities

a) governmental authorizationsrequired for carrying out activities and history concerning
public administration for obtaining such authorizations

CurrentlythS / 2 YLI yeQa | OGAGAGASE FNB y20 &adzoaeSOou G2
b) AdadzSNRa Sy @ANBYYSyiled forLdaniphadze with ¥riRiron@engali & A y C
regulations and, if applicable, other environmental practices, including compliance with
international environment protection standards

Given the activity performed, the Company is not subject to any environmentalateguhowadays
andhas no environmental policyn May 2014TOTVS joined therlited Nations (UN) Global Compact, a
planned initiative for businesses committed to aligning their operations and strategies with ten universally
accepted principles in the areaf human rights, labor, environment and aotirruption.

c) dependence on patents, brands, licenses, concessions, franchises, and royalties contracts
relevant to activities

TOTVS uses thiyghrty technology in the development of certain components, as noeetd in item
7.3.e.i
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7.6. Relevant revenues from abroad

a)NB @Sy dzS FNBY OfASydta Ay GKS AaadzSNna O2dzyiNE
revenue

Not applicable. The total income earned outside Brazil represents less than 2.0% oévetale of
the Company (parent company andnsolidated.
b) NE@SydzS FNBY Ot ASyida Ay SIFIOK 2F GKS 20KSNJ O02dz/i

Not applicable.
c) TotaINE @Sy dzS FTNRY 20GKSNJ O2dzy i NAS& rdvgfil Ala ¢SAIKIG

Not applicable

7.7. Effects of foreign regulations on activities

Since the revenues earned from outside of Brazil are not relevant, as mentiongdaniry.g the
Company believes that there are no significant effects on their activities due to faegjgtation.

7.8. Relevant long term relationships

Sustainability Report

TOTVSlid not publishSustainability or IntegratedeRortd ¢ wS f | (i 5 NJRirerecenyfiscalJddids R 2 € 0
for not having a team dedicated to raising such information. Understanthe inportance of this

issue, TOTVS put together a team in the beginning0d6that isresponsible foraisingsocial and
operational informatiorfor publication of the Integrated éport for the current fiscal year.

7.9. Other relevant information

The Company hasot identified further relevant information related to ik item other than those
disclosed
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8. ECONOMIC GROUP

8.1. Description of the economic group
a) Direct and indirect controlling companies
There is no controllinghareholder or group of shareholders Thus, the concept of controlling
shareholderof the Company is that set by tidovo Mercaddregulation.
b) Controlled and associated/ c¢) Interests of the Company in companies of the group

All companies of the group are controlled by the Companindisated below

Controlled Companies Direct Indirect
TOTVS Rio Software Ltda. 100% -
TOTVS Nordeste Software Ltda. 100% -
TOTVS Brasilia Software Ltda. 100% -
TQTVIsoftware Ltda. 100% -
TOTVS Ventures Participacgdes Ltda. 100% -
TOTVS Solugdes em Agroindustria S.A. 100% -
P2RX Solugdes em Software S.A. 100% -
TOTVS Argentina S.A. 100% -
Datasul Argentina S.A. 100% -
TOTVS México S.A. 100% -
Datasul S.A. de CV. 100% -
TOTVS Corporation 100% -
Eurototvs Lda. 100% -
TOTVS Incorporation 100% -
Virtual Age Solu¢des em Tecnologia Ltda. 100% -
Ciashop Solucdes para Comércio Eletrdnico S.A. 70% -
TOTVS Resultados em Outsourcing Ltda. 100% -
DTS Consultingartner, SA de CV - 100%
W&D Participagdes S.A. - 100%
PC Informética S.A. - 100%
RMS Software S.A. - 100%
Webstrategie Software Ltda. - 100%

d) Interests of group companies in the Company

There is no interest of group companies in the Company.

e) Commoncontrolled companies

There are no common controlled companies.
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8.2. Economic Group Organization Chart

TOTVSSA

L

200% Totvs Rio Software Lida. 100% Webstrategie Software Ltda.
200% Totvs Nordeste Software Ltda. 100% RMS Software S.A.
100% Totvs Brasilia Software Ltda. 100% W&D Participagtes S.A. 100% PC Informatica S.A.
100% TQTVD Software Ltda.
100% Datasul Argentina S.A.
100% TOTVS México SA. 100% | bTs Consulting Partner, AS de CV
100% Datasul S.A. de CV
100% TOTVS Argentina S.A.
100% TOTVS Corporation
100% TOTVS Incorporation
100% Eurototvs Lida.
100% TOTVS Ventures Participagdes Ltda.
100% P2RX Solugdes em Software S.A.
100%

TOTVS Solugoes em Agroinddstria S.A.

70% | Ciashop - Solugdes para Comércio

Eletrénico S.A.
100% | Virtual Age Solugdes em Tecnologia
Ltda.
100% | TOTVS Resultados em Outsourcing
Ltda.

60%

Neolog Consultoria e Sistemas S.A.

Interests of other shareholderin Ciashopg Solug@s em Comércio Eletrénico S.A. aNdolog
Consultoria e Sistemas Sate detailed iritem 6.50f this form.
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Operation date

Corporate event

Description of the operation

March 21, 2012

Merger

Merger of wholly ownedubsidiareisinteligéncia
Organizacional Servigos, Sistemas e Tecnologia en
Software Ltda. and Mafip8ervicos de Informatica
Ltda., as per item 6.5

May 17, 2012

Merger

Merger of wholly owned subsidiaries: Gens
Tecnologia e Informética Ltda., TOTVS Servicos en
Informatica e Consultoria Ltda., Midbyte Informatica
Ltda., BCS Comércio e Servigcofnflermatica Ltda.,

and TotalBanco ParticipagBes S.A, as per item 6.5

November 29, 2012

Merger

Merger of wholly owned subsidiaries: Gens
Tecnologia da Informagéo Ltda.; YMF Arquitetura
Financeira de Nego6cios Ltda.; Tools Arquitetura
Financeira de Neg6ciddda.; Hery Participagcbes
Ltda.; and TOTALBANCO Consultoria e Sistemas L
as per item 6.5.

January, 24, 2013

Saleand acquisition of
corporate control

Indirect acquisition of 100%f the capitalstockof
W&D Participagdes S.A., paritem 6.5.

April, 02, 2013 Other Indirect acquisition of 20% of theapital stoclof
Umov.me Tecnologia S.A.,f@er item 6.5.
July, 31, 2013 Saleand acquisition of Acquisition of 60% of theapitalstockof PRX Solucde

corporate control

em Gestéo Agroindustridtda. aad P2RX Solugdes en
Software Ltda., aperitem 6.5.

August, 28, 2013

Saleand acquisition of
corporate control

Indirectacquisition of 100% of theapitalstockof RMS
Software S.A. e Webstrategie Software Ltdapexs
item 6.5.

November, 252013

Saleand acquisition of
corporate control

Indirect acquisition 0100% of thecapitalstockof
Seveneéen Tecnologia da Informacgéo dnformatica
Ltda., as per item 6.5.

December 02, 2013

Saleand acquisition of
corporate control

Indirect acquisitiorof 70% of the capital stock of
Ciashop Solug¢des Para Comércio
Eletrbnico S.Aas per item 6.5.

May 21, 204

Saleand acquisition of
corporate control

Acquisitionof 100% of thecapitalstockof Virtual Age
Solugbes em Tecnologia Ltdasperitem 6.5.

October 10, 2014

Merger

Merger of wholly owned sulidiary: TOTVS Brasil Sal
Ltda,asperitem 6.5.

February 11, 2015

Saleand acquisition of
corporate control

Acquisition of 60% of theapitalstockof Neolog
| 2yadZ G2NRAEF S { A aspeBitérn @5.

April 2, 2015 Other Indirect alienation of the ninority interest d@#mov.me
Tecnologia S.A., g&ritem 6.5.
May 5,2015 Other Acquisition of 40% of theapitalstockof TOTVS

Solug¢Bdes em Agroindustria S.RRX Solucdes em
Gestao Agraidustrial Ltdebefore) axd P2RX Solugdes
em Software Ltda., g=eritem 6.5.
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8.4.Other relevant information

The Company has not identified further relevant information related to this item other than that
divulged.

9. RELEVANT ASSETS

9.1.Relevant noncurrentissets

The Company has no other relevant raurrent assets for the development of its activities.

9.1.a. Property, plant and equipment

TheCompanyhas no relevant property, plant and equipment for the development of its activities.

9.1.b. Patents, brands, licenses, noessions, franchises, and technology transfer

contracts

Events that may resulf Consequence of
Asset Asset Description Territory Duration | in loss of rights loss of rights
Brand TOTVS Brazil 10/16/2017 | As per item 9.2. As per item 9.2.
Brand TOTVS Bolivia 12/03/2020 | As per item 9.2. As per item 9.2.
Brand TOTVS Colombia 08/31/2020 : As per item 9.2. As per item 9.2.
Brand TOTVS Costa Rica :08/03/2020  As per item 9.2. As per item 9.2.
Brand TOTVS Mexico 02/05/2014  As per item 9.2. As per item 9.2.
Brand TOTVS Mozambique: 02/25/2020 : As per item 9.2. As per item 9.2.
Brand TOTVS Paraguay 10/21/2018 | As per item 9.2. As per item 9.2.
Brand TOTVS Argentina 01/08/2025 : As per item 9.2. As per item 9.2.
Brand BY YOU Brazil 08/24/2020  As per item 9.2. As peritem 9.2.
Brand Datasul Uruguay 10/15/2019  As per item 9.2. As per item 9.2.
Brand Datasul Brazil 07/17/2017  As per item 9.2. As per item 9.2.
Brand Datasul Chile 06/24/2019  As per item 9.2. As per item 9.2.
Brand Microsiga Brazil 01/07/2017  As peritem 9.2. As per item 9.2.
Brand Microsiga Chile 01/09/2016  As per item 9.2. As per item 9.2.
Brand Microsiga Mexico 02/10/2014  As per item 9.2. As per item 9.2.
Brand Microsiga Paraguay 10/13/2015 : As per item 9.2. As per item 9.2.
Brand Microsiga Uruguay 02/26/2017  As per item 9.2. As per item 9.2.
Brand RM Brazil 09/08/2019  As per item 9.2. As per item 9.2.
Brand YMF Brazil 04/30/2022  As per item 9.2. As per item 9.2.

PROCESSO E SISTEMA DE VEND
PROCESSO E SISTEMA DE

Patent IMPLEMENTACAO DM SOFTWARE Brazil N/I As per item 9.2. As per item 9.2.
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METODO PARA ELEVAR A EFICIE

ECONOMICA DA CADEIA DE

ATENDIMENTO DO SISTEMA DE

SAUDE E EFICACIA DO ATENDIME
Patent MEDICO Brazil N/I As per item 9.2. As per item 9.2.
Brand TOTVS USA 03/20/2022  As per item 9.2. As per item 9.2.
Brand TOTVS Europe 06/16/2018  As per item 9.2. As per item 9.2.
Brand TOTVS Hong Kong :10/21/2020 : As peritem 9.2. As per item 9.2.
Brand TOTVS Singapore  12/02/2020 : As per item 9.2. As per item 9.2.
Brand TOTVS Japan 06/24/2021  As per item 9.2. As per item 9.2.
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9.1.c. Interestsin companis

In 2014
Corporate name: Ciashop, Solugdes para Comércio Eletrénico S.A. . CNPJ: | 04.364.470/000495
Country of origin: . Brazil - UFof origin: - PR Municipality of origin: | Curitiba

Description of activities developed:

Development and licensincustomizable computer softwaend consulting in information technology.

Issuer interest: - 70.00% - Type of company: = Controlled - CVM register:  No

Reasons for acquiring and maintainirsgich interest:

Expertise in the development and commercialization of cloud solutions-éonemerce.

Date: = 12/31/2014 - Market value: = N/A Book value: - R$-267,966.53

Market value var. (%)N/A = Date: = 12/31/2014 @ N/A 12/31/2013 | N/A 1 12/31/2012 N/A

Book valuevar. (%):N/A Date: | 12/31/2014 | -1725,726390 : 12/31/2013 1494,100000% 12/31/2012 | 264,084507
Dividends:N/A | Date: | 12/31/2014 | - 12/31/2013 | - 1213172012 -

Corporate name:  Datasul Argentina S.A. . CNPJ: i N/A

Country of origin: | Argentina - UFof origin: =~ N/A  Municipality of origin: = N/A

Description of activities developed:

Development and commercial exploitation of own or third party computer programs and technological solutions; technicdl cg
consulting and training for areas related to computsygtems; trade of assets and products related to technology.

Issuer interest: - 100.00% : Type of company: = Controlled CVM register: " No

Reasons for acquiring and maintaining such interest:

Selective takeover of competitors having synergy with TOTVS, witiutipese of consolidating the market and increasing marke|
share.

Date: @ 12/31/2014 | Market value: N/A Book value: - R$338,186.71

Market value var. (%)N/A : Date: | 12/31/2014 : N/A 12/31/2013 | N/A 12/31/2012 : N/A
Book value var. (%N/A Date: | 12/31/2014 : -33.444758 = 12/31/2013 | -58.185594 | 12/31/2012 ' -8.687939
Dividends: | Date: | 12/31/2014 | - 12/31/2013 | - 12/31/2012 | -

Corporate name: = Datasul S.A. de CV . CNPJ: | N/A

Country of origin: | Mexico - UFoforigin:  + N/A | Municipality of origin: | N/A

Description ofactivities developed:

Development and commercial exploitation of own or third party computer programs and technological solutions; technicdl cg
consulting and training for areas related to computing systems; trade of assets and products relaelntlagy.

Issuer interest: - 100.00% : Type of company: : Controlled . CVM register: " No

Reasons for acquiring and maintaining such interest:

Selective takeover of competitors having synergy with TOTVS, with the purpose of consolidating the mairkaeasdg market
share.

Date: | 12/31/2014 | Market value:  N/A Book value: - R$ 0,00

Market value var. (%)N/A | Date: : 12/31/2014 N/A 12/31/2013 @ N/A 1 12/31/2012 | N/A
Book value var. (%N/A Date: | 12/31/2014 0,00 12/31/2013 : 0,00 - 12/31/2012 . 0,00
Dividends: | Date: | 12/31/2014 | - 12/31/2013 | - 12/31/2012 | -

Corporate name: Eurototvs Ltda. . CNPJ: | N/A

Country of origin: Portugal = UF of origin: | N/A = Municipality of origin: N/A

Description of activities developed:

Development of computing applications for corporat@nagement technologies, their implementation and parameterization, tr
of respective licenses, for own or represented products, project consulting and management, import, export, representation,
purchase, sales, resale, leasing, distribution and tradgeneral of computing equipment; information system services, namely
installation, technical assistance for repair and maintenance, counsel, and instruction.

Issuer interest: - 100.00% : Type of company: : Controlled - CVM register: " No

Reasons for acquiring anghaintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strategy for consolidating channels and presenceigsterrito
deemed strategic for the company.

Date: « 12/31/2014 : Market value: N/A Book value: . R$316,444.56

Market value var. (%)N/A = Date: 12/31/2014 N/A 12/31/2013 : N/A 12/31/2012 : N/A

Book value var. (%)N/A Date: | 12/31/2014 @ -9,119344 12/31/2013 | 34,679100: 12/31/2012 @ -352.841026

Dividends: | Date: | 12/31/2014 | - 12/31/2013 | - 12/31/2012 | -
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Corporate name: = P2RXSolucbes em Softwares S/S Ltda. - CNPJ: N/A

Country of origin: = Sao Paulo - UF of origin: + N/A  Municipality of origin: - N/A

Description of activities developed:

Development and licensing ofistomizingcomputersoftware, Consilting in ITand Development Progragustamization
Issuer interest: . 60.0%  Type of company: : Controlled - CVM register: - No

Reasons for acquiring and maintaining such interest:

Expertise in the development and commercialization of software solutions and consuliirigrimation technology for the
agribusiness segment

Date: | 12/31/2014  Market value: - N/A Book value: - R$684,434.93

Market value var. (%)N/A = Date: 12/31/2014 @ N/A 12/31/2013 : N/A 12/31/2012 @ N/A

Book value var. (%)N/A | Date: 12/31/2014 ' 63,824003: 12/31/2013 @ 17,513875 | 12/31/2012 @ 645,049662
Dividends: | Date: | 12/31/2014 | - 12/31/2013 | - 12/31/2012 | -

Corporate name: - TOTVS Argentina S.A. . CNPJ: | N/A

Country of origin: = Argentina - UF of origin: = N/A  Municipality of origin: - N/A

Description of activitiesdleveloped:

Information technology consulting; technical support, maintenance and other information technology services.

Issuer interest:

100.0%

. Type of company: | Controlled

- CVM register:

" No

Reasons for acquiring and maintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strategy for consolidating channels and presenceigsterrito
deemed strategic for the company.

Date: | 12/31/2014 | Market value: N/A Book value: . R$8,631,510.82

Market value var. (%)N/A | Date: | 12/31/2014 @ N/A 12/31/2013 | N/A 12/31/2012 | N/A

Book value var. (%N/A Date: | 12/31/2014 | 21,564070 = 12/31/2013 | 47,435475 | 12/31/2012 = 18,524159
Dividends: " Date:  12/31/2014 - 12/31/2013 | - 12/31/2012 | -

Corporate name: Totvs Brasilia Software Ltda. . CNPJ: : 07.577.599/000170

Country of origin: Brazil | UF of origin: - DF | Municipality of origin: - Brasilia

Description of activities developed:

Consulting, counsel and development services for computing systems (software); exploitation of rights to usehomrparty
computing systems and data processing services, management of business diegrssing of TOTVS branthay import and
export assets and services related to its activities.

Issuer interest: - 100.00% : Type of company: : Controlled . CVMregister: " No

Reasons for acquiring and maintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strategy for consolidating channels and presenceigsterrito
deemed strategic for the company.

Date: = 12/31/2014  Market value: - N/A Book value: - R$111,341,200.03

Market value var. (%)N/A : Date: | 12/31/2014 @ N/A 12/31/2013 | N/A 12/31/2011 @ N/A

Book value var. (%N/A Date: | 12/31/2014 : 20,853184 12/31/2013 | 1768,435986 : 12/31/2011 : 72,793858
Dividends: | Date: | 12/31/2014 | - 12/31/2013 | - 12/31/2012 | -

Corporate name: TOTVS Corporation - CNPJ:  N/A

Country of origin: British Virgin Islands | UF of origin: = N/A | Municipality of origin: - N/A

Description of activities developed:

Information technology consulting; technical supporaintenance and other information technology services.

Issuer interest: - 100.00% : Type of company: : Controlled . CVM register: " No

Reasons for acquiring and maintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strétegypnsolidating channels and presence in territories
deemed strategic for the company.

Date: | 12/31/2014 | Market value: N/A Book value: | R$ 0,00

Market value var. (%)N/A | Date: = 12/31/2014 @ N/A 12/31/2013 | N/A 12/31/2012 | N/A
Book value var. (%N/A Date: | 12/31/2014 @ N/A 12/31/2013 | N/A 12/31/2012 : N/A
Dividends:  Date: | 12/31/2014 | - 1 12/31/2013 - 12/31/2012 -
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Corporate name: - TOTVS Incorporation " CNPJ: | N/A
Country of origin: = USA “ UFoforigin:.  + NJ/A  Municipality of origin: - N/A

Description of activitiesleveloped:

Information technology consulting; technical support, maintenance and other information technology services.

Issuer interest:

1 100.00% | Type of company: : Controlled

. CVM regis

ter:

" No

Reasons for acquiring and maintaining such interest:

Selectiveakeover of competitors having synergy with TOTVS, with the purpose of consolidating the market and increasing n

share.

Date: « 12/31/2014  Market value: N/A Book value: - R$57,360,718.83

Market value var. (%)N/A : Date: 12/31/2014 : N/A 12/31/2013 N/A 12/31/2012 N/A

Book value var. (%N/A Date: 12/31/2014 | 36,659146  12/31/2013 1212,01113 : 12/31/2012 196,450134
Dividends: | Date: | 12/31/2014 | - 1273172013 | - 71273172012 7 -

Corporate name: - TOTVS México S.A. - CNPJ: | N/A

Country of origin: - Mexico - UF of origin: - N/A | Municipality of origin: = N/A

Description of activities developed:

Innovation, creation, development and updating of programs; software and hardware ¢ratgy import own and third party
assets and services related to computadivities; general services related to consulting for management of processes and mg
granting to third parties of rights to use, trade and sell services.

Issuer interest: 1 99.99%  Type of company:  Controlled = CVM register: " No

Reasons for acquiringnd maintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strategy for consolidating channels and presenceigsterrito
deemed strategic for the company.

Date: | 12/31/2014 Market value: | N/A - Book value: - R$-106,472.20

Market value var. (%)N/A  Date: | 12/31/2014 : N/A 12/31/2013 | N/A 12/31/2012 | N/A
Book value var. (%N/A Date: | 12/31/2014 | -110,79049 @ 12/31/2013 = -172,285565 12/31/2012 | -26,05951
Dividends: | Date: 12/31/2013 | - 1 12/31/2013 - 1 12/31/2012 -

Corporate name: | TOTVS Nordeste Software Ltda. . CNPJ: | 07.363.764/000190

Country of origin: . Brazil - UF of origin:: PE | Municipality of origin: . Recife

Description of activities developed:

Consulting, counsel and development services for computing sygsafitaiare); exploitation of rights to use own or third party
computing systems and data processing services, management of business dicgrssihg of TOTVS branthay import and
export assets and services related to its activities.

Issuer interest: - 100.00% : Type of company: : Controlled - CVM register: " No

Reasons for acquiring and maintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strategy for consolidating channels and presenceigsterrito
deemed strategic fothe company.

Date: « 12/31/2014 : Market value: N/A Book value: . R$68,091,886.08

Market value var. (%)N/A : Date: 12/31/2014 @ N/A 12/31/2013 | N/A 12/31/2012 : N/A
Book value var. (%)N/A Date: 12/31/2014 | 1,564840 12/31/2013 | 719,289602 | 12/31/2012 @ -8.351652
Dividends: | Date: | 12/31/2014 | - 12/31/2013 | - 1273172012 -

Corporate name: | TOTVS Resultados em Ouising Ltda. - CNPJ:  09.106.380/000118

Country of origin: . Brazil - UF of origin:: SP | Municipality of origin: - Assis

Description of activities developed:

Development of custom computer programs

Issuer interest: - 100.00% : Type of company: : Controlled - CVM register: " No

Reasons for acquiring and maintaining such interest:

Selective takeover of competitors having synergy with TOTVS, with the purposesofidating the market and increasing market
share.

Date: « 12/31/2014 : Market value: N/A Book value: - R¥,00

Market value var. (%)N/A | Date: | 12/31/2014 | N/A 12/31/2013 | N/A 12/31/2012 | N/A
Book value var. (%N/A Date: | 12/31/2014 = 0,00 12/31/2013 | 0,00 12/31/2012 : 0,00
Dividends:  Date: | 12/31/2014 - 12/31/2013 | - 1 12/31/2012 -
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Corporate name: - TOTVS Rio Software Ltda. . CNPJ: | 02.497.398/000149

Country of origin: . Brazil - UF of origin:  + RJ . Municipality of origin: . Rio de Janeiro

Description of activitiesleveloped:

¢KS O2YLI yeQa Llz2N1}R2asS Aa (2 LINRPGARS /2yadzZ GAy3r O2dzy abt
of rights to use own or third party computing systems and data processing services, management of businesdicembssupof
TOTVS brandmay import and export assets and services related to its activities.

Issuer interest:  100.00% : Type of company: : Controlled - CVM register: " No

Reasons for acquiring and maintaining such interest:

Maintaining a distribution channéh the region is part of TOTVS strategy for consolidating channels and presence in territorie
deemed strategic for the company.

Date: | 12/31/2014 | Market value:  N/A Book value: - R$24,933,941.44

Market value var. (%)N/A | Date: | 12/31/2014 | N/A 12/31/2013 : N/A 12/31/2012 | N/A

Book value var. (%N/A Date: | 12/31/2014 | 58,495788 : 12/31/2013 | -32.688271 : 12/31/2012 @ 33,067742
Dividends: " Date: | 12/31/2014 | - 12/31/2013 | - 12/31/2012 | -

Corporate name: - TOTVS Solugdes em Agroindustria S.A. - CNPJ: | 09.106.380/000118

Country of origin: . Brazil " UF of origin: | SP | Municipality of origin: . Assis

Description of activities developed:

Development of custom computer programs.

Issuer interest: . 60.00%  Type of company: : Controlled . CVM register: " No

Reasons for acquiring anghaintaining such interest:

Expertise in the development and commercialization of software solutions and consulting in information technology for the
agribusiness segment.

Date: | 12/31/2014 | Market value: N/A Book value: . R$3,735,564.16

Market value var.(%):N/A | Date: | 12/31/2014 @ N/A 12/31/2013 | N/A 12/31/2012 | N/A

Book value var. (%N/A Date: : 12/31/2014 @ -27,107025 @ 12/31/2013 : -25,716844 @ 12/31/2012 @ 14,975943
Dividends: . Date: | 12/31/2014 | - 0 12/31/2013 - 1 12/31/2012 -

Corporate name: - TOTVS Venturdarticipacées Ltda. - CNPJ:  15.760.400/000472

Country of origin: . Brazil - UF of origin:  : SP | Municipality of origin: . Sao Paulo

Description of activities developed:

Participation in other society shareholder, member or in any other legally.

Issuerinterest: - 100.00% : Type of company: : Controlled - CVM register: " No

Reasons for acquiring and maintaining such interest:

Maintaining a distribution channel in the region is part of TOTVS strategy for consolidating channels and presenceigsterrito
deemedstrategic for the company.

Date: | 12/31/2014 | Market value: N/A Book value: ' R$6,119,806.92

Market value var. (%): Date: | 12/31/2014 | N/A 12/31/2013 : N/A 12/31/2012 | N/A
Book value var. (%): Date: 12/31/2014 | -18,445007 : 12/31/2013 : N/A 12/31/2012 | N/A
Dividends: ' Date: | 12/31/2014 | - 1 12/31/2013 | - 12/31/2012 | -

Corporate name: - TQTVD Software Ltda. - CNPJ:  09.131.273/000240
Country of origin: | Brazil ~ UFoforigin:. | RJ  Municipality of origin: | Rio de Janeiro

Description of activities developed:

Development and tradef software products and solutions for digital television, regardless of the transmission medium, for bg
those designed to be installed on receiver devices and those designed for transmission, including software solutiorsnfor con
producers and transitters of digital television signatsmay exploit the right to use own or third party systems and provide serv
for maintenance, updating and customization of system rights, as well as have interest in other companies as partneldetock
or quotahdder.

Issuer interest: - 100.00% : Type of company: : Controlled . CVM register: " No

Reasons for acquiring and maintaining such interest:

Develop an intermediary software layer making it possible to develop interactive applications for digital TV indepdratarttig
hardware platform. The TQTVD interactivity components will enable CRM-emithmerce software, distance learning platforms
and mobile systems produced by TOTVS to be integrated with digital TV services. In addition, part of this technologyusasi be
in the development of TOTVS ERP.

Date: « 12/31/2014 : Market value: N/A Book value: - R$14,822,694.31

Market value var. (%)N/A = Date: | 12/31/2014 | N/A 12/31/2013 | N/A 12/31/2012 = N/A
Book value var. (%)N/A  Date: | 12/31/2014 @ -29,207697 | 12/31/2013 | 10,735875 : 12/31/2012 @ 6,308140
Dividends: . Date: - 12/31/2014 | -  12/31/2013 | - 12/31/2012 | -
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Corporate name: - Virtual Age Solucdes em Tecnologia Ltda . CNPJ: | 15.760.400/000172
Country of origin: . Brazil - UF of origin: | PR Municipality of origin: . Cianorte

Description of activities developed:

Development and licensingf non-custonizingcomputer programs and rental of machinery and office equipment

Issuer interest:  100.00% : Type of company: : Controlled - CVM register: " No
Reasons for acquiring and maintainirsgich interest:

Expertise in development and commercialization of cloud software for the entire textile and clothing fashion chain.

Date: : 12/31/2014 : Market value: N/A Book value: - R$9,022,781.65
Market value var. (%)N/A : Date: 12/31/2014 : N/A 12/31/2013 : N/A 12/31/2012 : N/A
Book value var. (%N/A Date: 12/31/2014 | 746,566890 : 12/31/2013 = N/A 12/31/2012 @ N/A
Dividends: "Date: | 12/31/2014 | - "12/31/2013 T - 1273172012 -

9.2. Other relevant information

Information complementary toitem 9.1.b:

The Company has more than 350 trademarks in various classes, befiyeegistered and(ii)
depositd but not registered, iBraziland abroad

In addition, the Company has approximately 80 trademark applications ingiguto Nacioml de
Propriedaddntelectual- INPI(National Intellectual Propertynstitute).

Among the applications for registration, itisigygNIi I y i G2 KA 3IKE A I RuigébiakS 2y S
referred to the agnosticloudplatform for processes, identity and contemanagemen, launched in
2013.

BRANDS
Events that may cause loss bfands rights

According to article 142 of Law No. 9,279, 1996 , other events may cause the lrsmafights,
among them, the expiration of the term, without being made an application for rethéwdue time

(1 year before the respective registration); by waiving, total or ipiyt by the holder; and the
expiration at the request of any person with a legitimate interest, if after five yearseftant of the
registration if the use of thebrandhas not been initiated in Brazdr if the use has been interrupte

for more than five years. In additipthe registration may be declared invalid by the INPI, ex officio or
upon third-party proposition if the registration is granted in violatioof applicable law. Finally, it is
impossible to lose the rights to the brand in the judicial sphere.

Consequence of the loss of theands rights

The lossof rights over the brands causéise impossibility of preventing third parties from using
identicd or similarbrandsto indicate competing services or products, since the holder ceases to retain
the right to exclusive use of tHerand, which would harnthe communication between thedinpany

and its target audience. There is also the possibility ofibleler to be sued in criminal or civil court

for improper use in the event of infringement of third party rights.
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Events that may cause the loss of rights of deposited but not registered brands

The main event that may cause loss of rights of the depdsiiet still not registered brandss the
rejection of registration byNPI. INPI is responsible for decidorgthe brandsin Brazil. Ittan reject a
brand registration requedby third party proceedings, if it intends founded.

Consequence of loss ofghits of deposited but not registered brands

If the INPI rejects the registration of such brands, the Company mawdxkin criminal or civil court
for improper use in the event of infringement of third party rights.

PATENTS
Events that may cause loss oghts

The main event that may cause loss of rights of the deposited but still not registered patents is the
rejection of registration byNPI. INPI is responsible to decide on the registration of patents in Brazil.
They can reject a patent registrationgeest or by thirdoarty proceedings, if it intends founded.

Consequence of loss of rights

If the INPI rejects the registration of such patents, the Company may be sued in criminal and civil court
for improper use o patentand violation of third party rights, and incur costs to pay royalties to such
third parties.
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10.1. Executve2 FFAOSNEQ O2YYSyida 2yY
a) overall financial position

2014: The Company maintained itdstorical growthof revenues and net incomeyrowing
10.0% in net revenues and 17.8% in net income. Due to the strong operating cash generation
and the inflow of the seconihstallment, in the amount of R$227.647 million, of to the credit
line approved by thé&anco Nacional de Desenvolvimento Econdmico e Social (BM2B$3
TOTVS ended the year with R$697.901 million in cash, increasing its cash and cash equivalents
in R$164.838 million.

The Company ended 2014 with a net cash position of R$67.924 million, compared to
R$87.467 million in 2013. The variation in this indicator is mainly explained by the increase of
2013’s dividends payout, paid in 2014, and the executfathe totallity of the Share Buyback
Program approved by the Board of Directos in July, 2014.

Information regarding the Company's liquidity in 2014 can be found ift¢ine 10.1.c.

2013:The Compangrew itsrevenues and net incomeayrowing14.0% in netrevenues and
7.7% in net income. Due to the strong cash generation and the inflow of the first installment, in
the amount of R$250.000 million, of to the credit line approved by Baaco Nacional de
Desenvolvimento Econdmico e Social (BNDES)VS enddtie year with R$533.063 million in
cash, increasing its cash and cash equivalents in R$120.655 million.

The Company ended 2013 with a net cash position of R$87.468 million, compared to
R$162,691million in 2012. The variation in this indicator is mainkpkained by the increase of
acquisitions in 2013.

Information regarding the Company's liquidity in 2013 can be found ifté¢ine 10.1.c.

2012:The Company maintained its growth trajectory in revenue and profitability, showing
doubledigit growth (+10.5%in net revenue and again surpassing the record of net income,
which reached R$207.148 million. This year, the Company increased its cash and cash
equivalents in R$125.329 million, ending the year at R$412.408 million. Furthermore, the
Company ended the w& with net cash of R$162.691 million, compared to R$52.942 million of
net debt of 2011. This variation is explaingdtbe amortization of the financinges from loans
anddebentures hired in 2008 and the strong operating cash flow of the year.

Information regarding the Company's liquidity in 2013 can be found irit¢me 10.1.c.

b) capital structure and possibility of share or quota redemption, indicating:

The Company finances its operations through equityfarehcinglines. In 2014, the ratio of
gross debt and net equity was 56%, compared to 42% in 2013. This variation is mainly due to (i)
the increase in the lonterm debt of the Company, mainly due to the inflow of the second
installment,in the amount of R$227.64million, of the credit line hired from BNDES in 2013. In
2012, the ratio of gross debt and equity was 27%. The variation between 2012 and 2013 was
mainly caused by (i) the increase in loans and Hemng financing lines, due to the the first
installment, in he amount of R$250.000 million, of the credit line approved by BNDES in 2013

TOTVS.A PéginaB2de 228
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and by (ii) the increase in the Liabilities for acquisition of investments, reflecting the acquisitions
made in 2013, which did not consider shares as a funding source.

i. redemption assumptions
The Company does not consider redeeming its shares.

ii. Formula to calculate the redemption amount
Not applicable.

c) payment capacity in relation to the financial commitments

The Company has been fully capable to its financial commitsnenice its operations are
strong cash generating units and loans are basically granted to clients on deshotiasis.

Part of liabilities and receivables derives from the services to implement software and other,
which are rendered in the country whe these products are sold. Therefore, there is natural
hedge against currency devaluation and exchange parity effects.

The Company keeps a conservative investment profile and it does not operate in the risk
and/or derivative markets.

2014:The Company did not hire relevant financing lines in 2014. In the fourth quarter, there
was the inflow of R$227.647 million, corresponding to the second installment of the credit line
approved by Banco Nacional de Desenvolvimento Econbémico e Social JBNREE3.The
Company ended the year with a net cash position of 0.16x LTM EEEBDOAAEarnings before
interest, taxes, depreciation and amortizatiamd with current liquidity ratio of 3.0, versus 2.6
of the previous yeamvhich reinforces the matenance of the good financial health to honor its
short-term obligations When analyzed the overall liquidity index of 1.4 in 20tli4, possible to
verify the ability to pay the lonterm obligations of the Compgy.

2013: The Companyhired a credit line from the Banco Nacional de Desenvolvimento
Econbmico e Social (BNDES), in the amount of R$658.601 million, in order to finance its
investments in innovation, industrypecialization of its solutions and social projedtse first
installment of this crediline, in theamount 0fR$250.000 million, was grantéal TOTV$h the
fourth quarter. The Compangnded the year with a net cash position at the rate of OLZI2W
EBITDA and with current liquidity ratio of 2.6, a growth of 14.8% over the previous yeeln, wh
reinforces the maintenance of the good financial health to honor its stesm obligations.

When analyzed the overall liquidity ratio of 1.5 in 2013, it is possible to verify the ability to pay
the longterm obligations of the Company.

2012: The Compny did not acquire major financings in 2012. In the year enties
Company turned its net debt into a net cash position of OLARXEBITDAand with current
liquidity ratio of 2.2, an increase of 13.3% over the previous year, rigftgitte good finanal
health of the business in order to honor its short term obligatidben analyzed the overall
liquidity index of 1.7, a growth of 37.0% over the previous yie& possible to verify the ability
to pay the longterm obligations of the Company.

d) financing sources for working capital and investments in noarrent assets
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2012 to 2014 the working capital and investments in noarrent assets were basically
FAYIFIYyOSR
hire relevantfinancinglines to finance its working capital or investments in fixed assets.
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e) financing sources for working capital and investments in roarrent assets to cover
liquidity deficiencies

The Company does not have liquidity deficiencies and doésieeded to seek financing
sources for working capital or investments in paurrent assets, since it believes it does not
have liquidity deficiencies.

f) indebtedness levels and characteristics of these debts, also outlining:

BNDES
FINEP

i. relevant loan and finanaig agreements

¢ KS
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end of each period, are demonstrated in the table below:

Secured accounts and other
Loans and financing lines
Debentures

Total

Current

Non-current

TOTVS.A

(In R$ thousands)

Parent Company

Consolidated

2014 2013 2012 2014 2013 2012
481,974 305,095 104,495 481,974 305,095 104,495
- 32 424 - 32 424

- - - 516 1,316 548
481,974 305,127 104,919 482,490 306,443 105,467
112854 104,205 142,677 112,854 104,205 142,677
594,828 409,332 247,596 595,344 410,648 248,144
58,632 56,932 96,781 59,148 58,248 97,329
536,196 352,400 150,815 536,196 352,400 150,815

The amounts recorded in necurrent liabilities at theend of each period have
the following maturity schedute

(In R$ thousands

Parent Company Consolidated

2014 2013 2012 2014 2013 2012
2014 - - 51,068 - - 51,068
2015 - 40,129 32,002 - 40,129 32,002
2016 167,414 110,502 48,002 167,414 110,502 48,002
2017 134,339 77,427 19,743 134,339 77,427 19,743
2018 135,503 72,259 - 135,503 72,259 -
2019 98,490 52,083 - 98,490 52,083 -

536,196 352,400 150,815 536,196 352,400 150,815

BNDESOnAugust 19, 2008, the Board of Directors approved the loan from the
National Bank for Economic and Social Development (BNDES), in the amount of
R$204,500, within the scope of the Program for the Development of the
Software National Industry and Informatidorechnology Services PROSOFT.
The Company provided withe amount of R$160,000 in September 2088d
R$44,500 in Apri2009.This amount is secured by a letter lmdink guarantee

from Santander.

Pagina84 de 228
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This loan has the purpose of financing softwamaovation research, brand
repositioning and restructuring of sale channels, and bear {Jamm Interest
Rateq TJLP plus 1.5% interest p.a., maturing every six momt$VS settled
thisloanin September2014.

On September 13, 2013, the Board Dfrectors approved the loan from of
R$658.501 million, which has an amortization period of 72 months, including 24
months of grace period for the principal amount, to be released as proof of
completion of investments, and divided into three soiedits, asdescribed
below:

Sub credit "A'the amount of R$596.835 million, which bears interest of 1.5%
per year above the TJLP, to be invested between 2013 and 2015 on the
development of the qualitative solutions offered by TOTVS, in the range of the
BNDESPROSFT,;

Sub credit "Bthe amount of R$58.466 million, which bears interest of 3.5% per
year, to be invested in the development of its platform named "fluig", in the
range of the BNDES Program of Investment Supporting, Subprogram Innovation
and Machinery andtfficient Equipment;

Sub credit "Cthe amount of R$3.300 million, which bears TJLP, to be invested
in corporate social responsibility projects to be performed by TOTVS.

In October, 2013, the first installment, in the amount of R$250.000 million, was
made available to the Companin November, 2014, the second installment, in
the amount of R$227.647 million, was also made available.

Software Development FINEPThis loarg taken out by the subsidiary Datasul
¢ bears Longrerm Interest Rate, plus 5% énést p.a. and is secured by bank
letters ofguarantee TOTVS settled this loan in Decemi2y14.

Debentures:On August 19, 2008, shareholders approved raising R$200,000
through the issue of up to 100,000 Units, represented by Brazilian Depositary
Receipts, with each Unit comprising two Rdetachable debentures, one of
which is 1st series convertible and the eths 2nd series convertible.

On August 26, 2009 orderto break down the mode of calculation of the: (a)

remuneration of debentures convertible into shares of both series of the 1

LINR @I 0S AaadzS 2F GKS /2YLIyeé 0a5S0Syiddz
corversion of Debentures; (c) conversion percentage; (d) premium over price in

the event of mandatory conversion of Debentures, the Company executed the

2nd amendment to the private deed of the 1st issue of debentures.

1st series debentures will be paid basen the IPCA (Brazil's Extended
Consumer Price Index) price increased by 3.5% interest p.a., limited to TJLP
increased by 1.5% p.a., annually payable on August 19. 2nd series debentures
will be paid based on the TJLP increased by 1.5% p.aydaaly pgyable on
February 19 and August 19.
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The Company will pay pro rata temporis remuneration owed up to the effective
payment day, under the circumstances: (i) possible debenture conversions; (ii)
scheduled amortizations; (iii) early maturity; and (iv) finakanity or settlement

of debentures.

The Units could be compulsorily converted into common shares of the
Company, if from the date of its issuance on, the weighted 360 days of the
Company's shares average price, calculated on the trading floors oBttioé
Exchange of S&o Paulo and calculated on the date of the Units, in each period,
was greater than the volumeeighted average of the Company's share price,
also calculated at the Bovespa trading sessions, the period from June 6 to August
31, 2008 ("bas period"), plus a premium of 50% of the weighted value of the
shares of the said period, during the first three anniversaries of the debenture,
dropping to 46%, 42% and 40% in subsequent years. For purposes of calculating
the weighted value of shares ohd base period, the historical values were
updated based on indexes defined in the bookkeeping of debentures and
updated based on the geometric mean between IPCA + 12% and + 9% TJLP for
the number of days accrued between the date of determination and tite df

issue.

If the valuation reached the conditions described ahogebenture holders
would be required to convert the debentures, and the mandatory conversion
could only occur after 2 years from the date of issue, i.e., August 19, 2010, up to
15% of he debentures issued up to 30% in 2011 up to 45% in 2012 and by 60%
in 2013. One the described conditions wemmet, the Company mandatorily
converted 60% of the debentures into shares.

Thus, the Board of Directors approved, within the authorized capftalOTVS,
the issuance of common shares, nominative and with no par value share, and
consequently increased the share capital of TOTVS as follows:

Year Shares Price per share | Capital Increase (R$ million)

2010 1,534,356 R$19.54593 R$ 29,996
2011 1,389,191 R$ 21.59671 R$ 30,002
2012 1,267,849 R$ 23.66052 R$ 29,998
2013 1,141,532 R$ 26.28040 R$30,000

* Number ofshares and price per share of 2010 were adjusted taking into account the
stock split occurred on 02/03/2011. In 2010, the number of shares issued, excluding the
split, was 306,87and the price per share was R&$74767.

The conversion price was also thelumeweighted average price of the
Company shares, calculated on the Bovespa exchange in the base period, plus a
premium over the weighted value of shares of that period. For purposes of
calculating the weighted value of shares of the base period, therfdal values

were updated based on indexes defined in the bookkeeping of debentures.

Notwithstanding these maximum conversion percentage mentioned, debenture
holders could convert 100% of the debentures if: i) a third party acquires more
than 20% of theshares of the Company, or ii) if the proportion of independent
directors on the Board of Directors of the Company be less than 50%. The
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conversion price will be adjusted proportionately and simultaneously to the
capital increase.

The debentures not convied will be entitled to a norconversion premium,

and for debentures of the 1 series equivalent to the difference between the IPC
A plus 8% per annum and pay mentioned above, and for debentures of the 2nd
equivalent series interest of 3.5% per annum. Tibe-conversion premium of
debentures of the 1 series will be corrected by the-PP@lus 8% p.a. and the
2nd series will be adjusted by TJLP plus 5% per annum. Theonwarsion
premium will be paid for a maximum of 6 installments within 3 years from the
date of payment of the last installment of principal and interest (February 19,
2017).

The debentures have early maturity clauses to the case ofcoompliance with
certain financial and nofinancial conditions, and other ancillary obligations. On
December 31, 204, 2013 and2012, the Company was in full compliance with
all conditions stipulated.

The issue was not filed with the Brazilian Securities and Exchange Commission,

as the debentures issued by the Company was privately issued exclusitrady to

/ 2YLI yedQa &aKlINBK2f RSNA 2y (GKS LX I OSYSyi
sales efforts.

ii. other longterm relationships with financial institutions
Company does not maintain other relevant letegm relationships with
financial institutions, besides those outlineditem 10.f.i

iii. level of subordination between debts
Not applicable.

iv. eventual restrictions imposed to the issuer, especially, riglation to the
indebtedness limits and contracting of new debts, distribution of dividends,
disposal of assets, issue of new securities and sale of share control
BNDESThe loan from BNDES hired in 2013 states that it is the Company’s
obligation to mainain, during the term of this Contract, the following financial
ratios whose calculation will be based on the consolidated financial statements,
subject to special review in the first semester, and audited at the end of the
year, by external independent aitdrs registered in Brazn Securities
Commissiorg CVM.

1. Equity/Total Assets: equal or greater than 40%; and
2. Net debt/EBITDA: equal or less than 1.5;

In the event of norachievement of the indicators listed in section Xl, the
Company shall constitute collateral, accepted by BNDES, corresponding to at
least 130% of the outstanding balance on loans contracted with BNDES which
exceed 20% of Total Assetstbé Company at the time, or submitlatter of

bank guarantee be provided by a financial institution with direct exposure,
which exceed 20% of the Total Assets of the Company at the time.
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If the Net Debt/EBITDA ratio exceeds 2.0, the Company sbabtitute
collateral, accepted by BNDES, corresponding to at least 130% of the financing
or debt value arising therefrom, or present bank guarantee in the amount of the
debt.

Moreover, the financing contract with BNDES may still have their early maturity
if:

- the cases stipulated in articles 39 and 40 of the "PROVISIONS APPLICABLE TO
BNDES CONTRACTS" are not respected. According to these articles, BNDES may
declare the early maturity of the contract if (i) a breach of any obligation
incurred by TOTVSitly BNDES and its subsidiaries occurs, (ii) the controllership

of TOTVS changes after contracting the funding, without prior authorization of
BNDES, (iii) any judicial procedure or event that may affect the collateral in favor

of BNDES occurs.

- occurs aeduction in the Company’s staff, according to the project submitted
to BNDES for obtaining the financing, without compliance with the provisions in
paragraph IV of Article X of the financing agreement, which states for the
provision of focused training pgram for work opportunities in the region
and/or relocation program of workers at other companies.

- there are condemnatory existences of final judgment due to the practice of
child labor, slave labor or crimes against the environment;

-there is an intusion in the Company’s corporate agreement, bylaws or articles,
or companies that may control TOTVS, of conditions leading to restrictions or
loss of ability to pay financial obligations resulting from this operation.

Debentures:The deed of 1st privatessue of debentures convertible into the

Company shares establishes that the Company shall maintain, during the
existence of Units until their final maturity, at least, two of the following

[ 2YLI yeQa FAYFYOALFf NI GA2ademeniyaaditetl f & S NR
by external auditors registered at the Brazilian Securities and Exchange
Commission:

1. Net Debt/EBITDA ratio: equal or less than 4.0;
2. EBITDA/Net Revenues ratio: equal or less than 10%;
3. EBITDA/Debt Service: equal or higher than 1.0;

The Units may also early mature if certain events provided for in Clause IV of the
private deed of 1st issue of debentures occur. The main events are:

@ Protest of bills against the Company in an individual amounts
exceeding R$10.0 million or aggregataaunt in a period of consecutive 12
months exceeding R$50.0 million;

(i) In-court or outof-court reorganization proceeding filed by the
Company;
(iii) Dissolution and liquidation of the Company;
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(iv) ¢tKS AyOfdzarazy Ay &aKINBK2f RSNAQ | ANBS
as of the issue date of a provision requiring a special quorum for resolution or

FLIINR @GFE 2F YIGGSNE NBAGNAOGAY3I 2NJ OdzNIi b
controlling shareholdersas provided for in the Brazilian Corporation Law, or

also, the inclusion of a provision in these documents that implies: (i) restrictions

G2 GKS /2YLIyeQa 3INRgGK OF LI OAGe 2NJ A
NEAGNROGAZ2Yy A (2 GKS arkes)\oLJii)faluiedo pry@@Saa o2
financial liabilities deriving from this operation.

(v) / KFy3aS 2F GKS /2YLIyeQa Ldz2N1}R2aSas dzy
the holders of Units representing the majority of outstanding Units, except for
theinclusionoR G KSNJ | OGABAGASA Ay (GKS /2YLI yeQa
related to its main activity;

(vi) PLILINBR @I E 2F GKS /2YLIyeQa OFLAGEE ad
part of shares to shareholders or due to their decreasing value, when not fully

paid to theamount of receipts, without the previous and express consent of

Units holders representing the majority of outstanding Units;

(vii) Creation of redeemable shares by the Company without the previous
and express approval of Units holders representing the ntgjofioutstanding
Units;

(viii) Sale of effective, direct or indirect share control of the Company, by
any means, unless if previously approved by Units holders representing the
majority of outstanding Units;

(ix) The Company acquires share control or shardingl in other entities,

joint ventures or partnerships whose purposes are not related to information
G§SOKy2t23& 2NJ LINPGAaAAZ2Y 2F ASNBAOSazI OKI
purposes, unless if previously approved by Units holders representing the

majority of outstanding Units;

(x) I 2YLI yeQa RStA&GAYI FNBY (KS 4b202 a

Paulo Stock Exchange BOVESPA, without the previous and express approval
of Units holders representing the majority of outstanding Units.

g) Limits ofutilization of financing already contracted
The financing linelsired by the Company do not have limits for use. The Comparsdteasly

used 100% of the proceeds of loans hired in 2008 (BNDES Prosoft and Debentures) and 100% of
resources related to the terfisrt tranches of the credit line hired from BNDES in 2013.
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h) Significant changes in each item of the financial statements

CONSOLIDATHALANCE SHEET (in R$ thousands)

2014 2013 2012
CurrentAssets
Cash and cash equivalents 697,901 533,063 412,408
Marketable securities 35,169 13,277 10,168
Trade accounts receivable 448,360 404,985 333,609
Allowance for doubtful accounts (58,864) (39,765) (44,014)
Taxes recoverable 6,336 7.634 19,506
Otherassets 27,258 22,554 13,303
Total Qurrent Assets 1,156,160 941748 744,980
Non-Qurrent Assets
LongTerm Assets
Marketable securities 70,680 61,322 13,123
Financial asets at fair value 46,934 36,332 -
Trade accounts receivable 40,828 24,126 39,583
Deferred incomend sociatontributiontaxes 57,525 48,707 58,001
Judicial deposit 22,420 14,616 7,831
Other assets 18,112 19,348 11,458
Total Long-Term Assets 256,499 204,451 116,956
Permanent Asets
Property, plan and equipment 79,121 70,674 58,089
Intangible assets 652,086 631,907 487,556
Total PermanentAssets 731,207 702,581 545,645
Total Assets 2,143,866 1,848,780 1,420,621
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CONSOLIDATHALANCE SHEET (in R$ thousands)

2014 2013 2012
Current Liabilities
Payroll and labor laigations 111,397 99,552 95,072
Trade accounts payable 35,479 33,149 30,281
Taxes payable 13,739 13,836 3,518
Loans and financing 25,314 56,443 54,399
Debentures 33,834 1,805 42,930
Commissions payable 58,571 57,584 45,382
Dividends payable 47,071 32,067 49,681
Liabilities from acquisition of investments 51,499 63,717 11,399
Other liabilities 2,707 9,500 1,354
Total Qurrent Liabilities 379,611 367,653 334,016
Non-Current liabilities
Loans and financing 457,176 250,000 51,068
Debentures 79,020 102,400 99,747
Provision for losses on investments 938 355 -
prscrg;/i(;siir?gsfor legal obligationslated to legal 12,518 1,064 )
Liabilities from acquisition of investments 88,083 45,830 13,465
Other liabilities 7,558 5,399 -
Total Non-Qurrent Liabilities 646,193 411,289 173,459
Equity
Capital 526,592 526,592 480,598
Treasury shares (52,212) (12,960) -
Capital reserve 92,493 98,327 78,241
Other comprehensive inconresults 29 (1,720) (2,213)
Retained profit reserve 451,768 354,470 287717
Proposed additionadividend 97,704 102,912 68,803
Non controlling nterests 1,688 2,217 -
Total Euity 1,118,062 1,069,838 913,146
Total Liabilities andEquity 2,143,866 1,848,780 1,420,621
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Consolidated Income Statements (in R$ thousands)

2014 2013 2012
License fees 360,780 347,808 329,424
Services 524,363 480,655 414,871
Maintenance 887,304 783,331 669,681
Net Revenues 1,772,447 1,611,794 1,413,976
Cost of licenséees (83,123) (74,569 (55,969
Costs okervices and maintenance (516,036) (466,727 (400,85)
Grossprofit 1,173,288 1,070,498 957,156
Operating incomgexpenses)
Research andevelopment (240,390) (213,602 (174,332
Advertising expenses (41,439) (44,650 (33,942
Selling expenses (131,741) (107,432 (88,059
Commissions (154,986) (154,149 (141,019
General and administrative expenses (114,376) (95,809 (82,879
Management fees (26,049) (28,739 (35,049
Depreciation an@mortization (88,928) (82,559 (81,228
Allowance for doubtful accounts (27,565) (23,652 (23,239
Othernet operating incoméexpenses) (155) (397 (607)
Incomebefore financial effectsand equity
pickup 347,659 319,520 296,820
Financial income 71,008 40,459 45,415
Financial expenses (57,826) (43,119 (54,039
Equity pickup (583) (496) -
Incomebefore tax and social contribution 360,258 316,367 288,197
Income tax and sociabatribution (97,460) (93,267 (81,049
Net income for the year 262,798 223,100 207,148
Basic earningper thousandshares (in R$) 1.61 1.37 1.29

Comments on the Company's 2014 and 2013 consolidated balance sheet

Current AssetsCurrent Assets totaled RA56.160 million in 2014, an increase of 23%
compared to R$941.748 million of 2013. This increase was mainly due to the growth in Cash and
cashequivalents, which increased from R$533.063 million in 2013 to R$697.901 millidbdn 2
Accounts receivable, which grew 11% in 2014, totaling R$448.360 million, and Allowence for
doubtful accounts, which totaled B8.864 million.

The growth in Cash and cash equivalents is mainly a consequence of the inflow of R$277.647
million in the Cmpany's cash, regarding the second installment of the credit line hired from
BNDES in 2013; the increase of M&A investments made by the Company; the generation of net
operating cash flow in the period in the amount of R$332.045 million; anéxbeution d the
totallity of the Share Buyback Program approved by the Bo&fdlirectorsin July 2014.

The increase of 10.7% in Accounts receivable is mainly the result of the sales increase in 2014.

In Allowence for doubtful accounts, the growth in the period is mainly a due to the amount of
R$8.466 million that was written off from the provision in 20édmpared to R$27.901 million
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written off in 2013. Current Assets represented 54% of total assets in 2014, compared to 51% in
2013.

Long Term Asset$he Longrerm Assets totaled R$256.499 million in 2014, an increase of
25% when compared to 2013. This @tb was mainly influenced by the increase of 69% in
Accounts receivable, which totaled R$40.828 million, reflecting the growth irtésngsales in
2014.

Judicial Deposits and Financial assets at fair value also contributed to the variatten of
Long E€rm AssetsJudicial deposits increased 53.4% in 2014, totaling R$22.420 million. This
variation mainly reflects the increase in judicial deposits related to civil and labor lawsuits. The
growth in Financial assets at fair value, which refers mainly tarthestment in GoodData in
2013, was 29% in the year, a result of the exchange rate effect of this investment and the
addicional investment of R$3.194 million on the third quarter.

Permanent Assetén 2014, Permanent Assets represented 34% of total assets, versus 38% in
2013. In 2014, the fixed assets totaled R$731.207 million, an increase of 4.1% on 2013. This
increase was primarily the consequence of the intangible assets arising from acquisitidas
in 2014, and also the depreciation and amortization.

Current LiabilitiesCurrentLiabilities in 2014 totaled R$379.611 million, an increase of 3.3%
compared to R$367.653 million in 2013. This growth was mainly due to the increase in
Debentures, fom R$1.805 million in 2013 to R$33.834 million in 2014, reflecting the
amortizationof 40% of the principal valua the amount of R$32.000 million, to occur in August
2015, which was accounted iongTerm Liabilitiesand the amortization of the loahired from
BNDES in 2008

In addition, Dividend payable increased 47% in the period, resulting mainly from the net
income growth of the year. The Currebnbilities represented 18% of the Company's total
liabilities, compared to 20% in 2013.

Long Termihbilities: LongTerm liabilities totaled R$646.193 million in 2014, compared to
R$411.289 million in 2013. This increase in {tamgq liabilities primarily resulted from the
increase in Loans and financing due to the inflow of R$22htlion related tothe seccond
installment of the credit line hired from BNDES in 2013, and the increase of R$43.153 million in
Liabilities from acquisition of investments, which totaled R$88.983 million in 2014, reflecting the
acquisitions maden the year, and from thencrease of R$5.213 million in Provision for
contingences.

Shareholder’s Equitifthe Company ended 2014 with an equity of R$1,118.062 million, an
increase of 5% over 2013. The equity increased primarily due to the increase of Retained
earnings, reflectinghe Company's growth of net income, and the increase of R$39.252 million
of Treasury shares in the period, mainly resulting from the execution of the totality of the
Buyback Program approved by the Board of Directors in July 2014.

The Shareholder’s Equitn 2014 represented 52% of total liabilities, compared to 58% in

2013, representing a decrease of 5 percentage points, mainly due to the the increase in
Liabilities from acquisition of investments and Loans and financing.

Comments on the Company's 2048d 2012 consolidated balance sheet
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Current AssetsCurrent Assets totaled R$941.748 million in 2013, an increase of 26%
compared to R$744.980 million of 2012. This increase was mainly due to the growth in Cash and
cash equivalents, which increased fré&t$412.408 million in 2012 to R$533.063 million in 2013,
and Accounts receivable, which grew 21% in 2013, totaling R$404.985 million. Growth in Cash
and cash equivalents is mainly a result of the inflow of R$250.000 million in the Company's cash,
regarding the first installment of the credit line from BNDES, and the increase of M&A
investments made in 2013. The increase in accounts receivable is the result of the increase in
sales and consolidation of the balance sheets of the companies acquired in 20E3it Bgsets
represented 51% of total assets in 2013, compared to 52% in 2012.

Long Term Asset3he Longrerm Assets totaled R$204.451 million in 2013, an increase of
57% when compared to 2012. This increase was mainly related to the growth in the Mzdeket
securities, due to the increase in the balances of escrow accounts for the acquisition of
intangible assets in 2013, and the balance of R$36.332 as Financial assets at fair value, which
refers to the investment in GoodData and uMove.me in 2013.ifhrtant to mention that
the Accounts receivable decreased 39%, reflecting the reduction in the sales volume with more
than 12month term.

Permanent asset#s in 2012, in 2013 the Permanent assets represented 38% of total assets.
In 2013, the fixed assetotaled R$701.568 million, an increase of 28.6% on 2012. This increase
was primarily the consequence of the intangible assets arising from acquisitions made in 2013.
It is important to mention that investments in Research and development TOTVS are not
capitalized, so all of these investments are fully reflected in the research and development
expenses presented in the income statement, not impacting the fixed assets of the Company.

Current LiabilitiesCurrent liabilities in 2013 totaled R$367.653 milli an increase of 10%
compared to R$334.016 of 2012. This growth was mainly due to the increase in Liabilities from
acquisition of investments, from R$11.399 million in 2012 to R$63.717 million in 2013, reflecting
the acquisitions madduring the yearThe Current liabilities represented 20% of the Company's
total liabilities, compared to 24% in 2012.

Long Term LiabilitieS:he longterm liabilities totaled R$411.289 million in 2013, compared
to R$173.459 million in 2012. This increase in @mm liakilities primarily resulted from (i) the
increase in Loans and financing due to the inflow of R$250,000 million related to the first
installment of the credit line hired from BNDES and (ii) an increase in R$32.365 million from
Liabilities from acquisitionfanvestments, which totaled R$45.830 million in 2013, reflecting the
acquisitions madén the year.

Shareholder’s Equitythe Company ended 2013 with equity of R$1,069,838 million, an
increase of 17% over 2012. The equity increased primarily due téntiiease of Retained
Earnings, reflecting the Company's growth of net income, and the increase in capital due to the
issuance of shares for debentures conversion. The Shareholder’s Equity in 2013 represented
58% of total liabilities, compared to 64% in 20Xepresenting a decrease of 7 percentage
points, mainly due to taincrease in Liabilities from acquisition of investments and Loans and
financing.

Comments on the Company's 2012 and 2011 consolidated balance sheet
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Current AssetsCurrent Assetseached R$44.980million in 2012, an increase of 20% from
the R$%21.340million recorded in 2011. This increase was mainly due to the increase in Cash
and Cash Equivalents, up from28%.079million in 2011 to R$12.408million in 2012; and in
Accountsreceivable, up from R®5.094million in 2011 to R$33.609million in 2012. Both
increases derive from the growth in the Company's sales and operating cash generation. Current
Assets represented 52% of total assets in 2011, versus 46% ini@0ERsing te company
shortterm liquidity, mainly by the accumulation of cash generated by operations in the period.

LongTerm Assetd_ongTerm Assets reached R#.996million in 2012, an increase of 11%
versus 201. This increase was anly due to theinfluenceof Accounts receivabléecause of
the increase in salesmainly regardingmplementation services by the Comparmand Judicial
deposits, influenced by an increase in labor lawsduits in the year.

FixedAssets In 2012 FixedAssetsaccounted for 38% dhe Company total assets, comparing
to 45% in 2011. In 201HFxed Assets totaled R$545.645 million, down 9% comparing to 2011.
This reduction is chiefligueto the amortization of intangible assets from acquisitions.

Current LiabilitiesCurrent Liabilitie in 2012 reached B34.016million, an increase of 6%
over the R$313.531 million recorded in 2011. This increase was mainly due to the increment on
the following accoury; (i) Suppliers, which rose from R$ 19.535 million in 2011 to .R$B0
million in 202, mainly due to higher presence of partner solutions in new sales, and (ii) Social
and labor obligations, which increased from R$385 million in 2011 to R$ 9572 million in
2012, chiefly due to théneadcountincrease, wage readjustmenaind the bonus provisiors.
Current Liabilities remained stable, representing 24%heftotal liabilitiesin both 2012 and
2011.

LongTerm Liability LongTerm Liability reached R$3.459million in 2011, a decrease of
36% versus 2011. This reduction is due to the agmt decrease in Loans and Financing derived
from the partial amortization of the principal, and in Debentures, whidacreasedfrom
R$L31.203million in 2011 to R$9.747million in 2012 due to the conversion of 15% of the
debentures in August. Lorigrm Liabilities represented 12% of total liabilities in 2012,
compared to 20% in 201iainly due to the maturity of the debentures and financing lines
contracted, and the absence of new depitven the Comparigstrong operating cash generation
adequate to gpport the growth of its operations.

Shareholders' EquityThe Company ended 2012 with Shareholders' Equity 81&R$46
million, an increase of 22% versus 2011. This growth was due to the increaseRnttieed
profit reserve, up from Rl 3.052million in 2011 to R$62.199million in 2012, reflecting the
increase in net income; and the increase in the Capital Stock following the issuance of shares for
the debenturesconversion. Shareholders' Equity represented 64% of total Liabilities for the
year, anmcrease of 8 percentage points vershe 56%of 2011.
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Comments on the Company's 2014 and 2013 consolidated financial and operating
performance:

The Company ended 2014 with net income of R$262.798 million, 17.8% up D4.3.
Company's net income margin wk4.8% in 2014, compared to 13.8% in 2013, the highest net
incomeY NBEAY S@SNJ I OKAS@PSR aAyO0S GKS /2YLI ye&Qa

TOTVS achieved EBITDABI(TDA- earnings before interest, taxes, depreciation and
amortization) ofR$436.587 million in 2014. The Company maintained its steady growth in all
revenue lines despite the Brazilian economic scenario in 2014.

In 2014, the Company net revenue totaled R$1,772.447 million, an increase of 10.0% over
the previous year. This grotvtis due to (i) the Company's initiatives to capture the growth of
the software market, including the specialization by industry sector in the development and
sales teams, (ii) the increase in recurrent revenue, (iii) the launch of Fluig productivity and
collaborationplatform, and (iv) the acquisitions made in 2014.

License fees increased by 3.7% between 2013 and 2014, totaling R$360.780 million. In 2014,
the growth in license fees was concentrated in sales to new clients, which grew 11.5% over 2013,
mainly due to the growth of 20.0% in the average ticket of sales made.

Even with the decrease in working days, mainly due tastioeerworld cup, the net services
revenue grew 9.%, totaling R$524.368illion. This growth, higher than the growth of license
fees, is mainly explained by the variation in the license sales mix between franchises and own
channels and by the constant efforts to increase the service team performance.

Net revenues from mainteance totaled R§87.304 million in 2014, an increase of 13.3% over
2013. The growth in maintenance revenue primarily resulted from license sales from the
previous quarters, the retention of maintenance contracts, which are subject to annual
adjustment basd on predefined levels of inflation, mostly IG®, and the results from acquired
companies in 2014.

The operating costs and expenses, excluding depreciation and amortization, increased by
10.4% between 2013 and 2014, 0.4 percentage points higher tregribwth in net revenues.
This growth is mainly due to: (i) the maintarceof investments in innovation and specialization
of sales teams and products; (ii) the salary increases due to the collective bargaining agreements
settled above the inflation readgtments over revenues.

The cost of license fees amounted R$83.123 million, an increase of 11.5% compared to 2013.
This growth was mainly influenced by the increase in solutions developed by partners that are
integrated within TOTVS solutions.

Cost of srvices and sales increased by 10.6% in 2014, higher than the 9.1% of services
revenue growth in the period. This growth is mainly due to the collective bargaining agreements
settled in 2014 and operational efficiency decrea$dhe service teams in theesond half of
2014, affected by the soccer world cup.

Research and development expenses amounted to R$240,390 million in 2014, a growth of
12.5% over 2013. This growth is the consequence of the intensive investments mainly related to
productspecialization by market industry, as well as the R&D investments from the companies
acquired during 2013 and 2014, and the wage increases in the period.
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Advertising expenses decreased 7.2% in 2014. The level of investments is in line with the
Company's istory from the last two years and reflects the communication plan, which
addressed the efforts to increase TOTVS’s brand recognition, the 22th most valuable brand in
Brazil.

Selling expenses totaled R$131.741 million in the year, an increase of 2206ffisSion
expenses increased by 0.5% in 2014, totaling R$154@86n. Together this group of expenses
maintained its relevance as percentage of net revenues. These expenses are tied to the sales
mix between branches and franchises channels, due todifferent levels of commissions
among the revenue lines.

General and administrative expenses grew 19.4% in 2014, totaling R$1MilB@6. This
growth, higher than the growth in net revenues, is mainly due to the absorption of the
administrative teamdrom the acquired companies between 2013 and 2014, wage increases,
higher infrastructure expenses, and merger and acquisition processes related expenses.

Management fees decreased 9.3% between 2013 and 2014. This reduction was mainly
influenced by the lsanges in the executive board, and the fluctuations in the management
variable compensation, based on the achievement of financial andfinancial goals in the
period.

The allowance for doubtful accounts totaled R$27.565 million in 2014, an increa8e5&6
over 2013. Mainly due to higher level of delinquency in large accounts recorded in the first half
of the year.

Depreciation and amortization totaled R$88.928 million in 2014, compared to R$82.558
million in 2013, representing a growth of 7.7%. Time includes mainly the amortization of
intangible assets resulting from acquisitions, affected by the acquisitions made in 2013 and
2014.

Financial result (financial revenues net of financial expenses) reached a positive result of
R$13.182 million, copared to a negative result of R$2.657 million in 2013. This increase is
mainly due to the raise in financial revenues, from a higher investment position held during 2014
and the reduction of financial expenses related to mark to market of convertible detse
occurred in august 2013.

Income tax and social contribution grew 4.5% in 2014, totaling R$97.460 million. This growth,
lower than the 13.9% of earnings before tax and social contribution, is due to the lower effective
tax rate, mainly affected by KS Ay ONBIFI &S Ay GKS a[ SA R2 . SY¢
innovation, and by the decrease of ndeductible financial expenses from the convertible
debentures.

Comments on the Company's 2013 and 2012 consolidated financial and operating
performance:

The Company ended 2013 with net income of R$223.100 million, breaking once again the
record set in the previous year, increasing 7.7%. TOTVS achieved EBITDA* (earnings before
interest, taxes, depreciation and amortization) of R$402.078 million in 20&3itihest in its
history. The Company maintained its steady growth in all revenue lines despite the unfavorable
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economic moment, which influenced in a more relevant way certain sectors more industry
oriented and larger companies.

In 2013, the Company neevenue totaled R$1,611.794 million, an increase of 14% over
2012. This growth is due to (i) the growth of the software market, (ii) the Company's initiatives
to capture the growth of the software market, including the specialization by industry sector in
the development and sales teams, which are still in progress, and (iii) the acquisitions made in
2013.

License fees increased by 5.6% between 2012 and 2013. In 2013, the growth in license fees
was concentrated in sales to existing clients, which grew%28er 2012, mainly due to the
growth of 13.6% in the number of sales to existing clients. The decrease in sales to new clients
is mainly due to the 13.1% reduction in the average value of sales, a consequence of the
decrease in sales to larger clients ahd performance below the historical average of sales to
industry sectors that are currently facing economic difficulties.

Such increase, below the Company’s expectations for 2013, resulted in a lower growth of this
revenue line when compared to otherBhus, the share of net revenue from license fees on the
total net revenue decreased from 23.3% in 2012 to 21.6% in 2013.

Services increased 15.9% in 2013, totaling R$480.655 million. This growth, higher than the
growth of license fees, is mainly explainieg the variation in the license sales mix between
franchises and own channels and by the constant efforts to increase the service team
performance, especially those related to software implementation. Net service revenues
represented 29.8% of total netvenues, against 29.3% in 2012.

Net revenues from maintenance totaled R$783.331 million in 2013, an increase of 17% over
2012. The growth in maintenance revenue primarily resulted from sales of licenses from
previous quarters and the retention @haintenance contracts, which are subject to annual
adjustment based on prdefined levels of inflation, mostly I@®. This strong growth has
resulted in an increase of 1.2 percentage points in the share of net revenue from maintenance,
reaching 48.6% of sine.

The operating costs and expenses excluding depreciation and amortization increased by
16.8% between 2012 and 2013, higher than the 14.0% growth in net revenues, reflecting the
investments made by the Company in 2013, mainly targeting innovation laadndustry
specialization of the development and sales teams.

The cost of license fees amounted R$74.569 million, an increase of 33.2% compared to 2012,
increasing its participation on net revenues in 0.6 percentage points, to 4.6%. This growth was
mainl influenced by the increase in solutions developed by partners that are integrated within
TOTVS solutions.

Cost of services and sales increased by 16.4% in 2013, higher than the 15.9% of services
revenue growth in the period, and now represents 29.0%etfrevenue, compared to 28.3% in
2012. This growth is mainly the consequence of the operational efficiency decrease of the
service teams in the first half of 2013.

Research and development expenses amounted to R$213ril0@n in 2013, a growth of
22.5%over 2012 and now represents 13.3% of net revenues, compared to 12.3% in 2012. This
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growth is the consequence of the intensive investments mainly related to the specialization of
the solutions segment.

Advertising expenses increased by 31.5% in 2013esepting 2.8% of net revenues,
compared to 2.4% in the previous period. This level of 2.8% is in line with the Company's history
and reflects the communication plan for the year, which addressed the efforts to increase
TOTVS’s brand recognition, the 2&tbst valuable brand in Brazil.

Selling expenses totaled R$107.432 million in the year, an increase of 22%, increasing its
participation on net revenues by 0.5 percentage points. This growth reflects mainly the
investments in vertical and horizontal segni&tion of the sales teams, both in training the sales
team and the back office structure.

Commission expenses increased by 9.3% in 2013, totaling R$154.144 million. This growth,
lower than the net revenue growth, was influenced by the sales mix duringehe

General and administrative expenses (G&A) grew 15.6% in 2013, totaling R$95.809 million.
This growth, higher than the growth in net revenues, is mainly due to wage increases, the hiring
over the period and the infrastructure spending annual adjuesits.

Management fees decreased 18.0% between 2012 and 2013, from 2.5% of net revenues in
2012, to 1.8% in 2013. This reduction was mainly influenced by the changes in the executive
board in 2013.

The allowance for doubtful accounts totaled R$23.652ionilin 2013, an increase of 1.8%
over 2012. This line of spending represented 1.5% of net revenues in 2013, compared to 1.6%
in 2012, still higher than historical levels for this line.

Depreciation and amortization totaled R$82.568llion in 2013, compaed to R$81,228
million in 2012, representing a growth of 1.6%. This line includes mainly the amortization of
intangible assets resulting from acquisitions.

Financial expenses, net from financial revenues, reached R$2.657 million, a decrease of
69.2% compeed to R$8.623 million in 2012. This decrease is mainly due to the reduction of
expenditure on mark to market of convertible debentures, since the portion of convertible
debentures reached the maximum conversion of 60% in 2013.

Income tax and social coiution grew 15.1% in 2013, 5.3 percentage points higher than
the growth of Earnings Before Taxes, totaling R$93.267 million. This growth was mainly
AYLI OGSR o0& GKS RSONBIFIaS Ay GKS a[ SA R2 . SY¢
decrease in th tax benefit from interest on equity.

Net income reached R$223.100 million in 2013, an increase of 7.7% when compared to 2012.
The Company's net income margin was 13.8% in 2013, compared to 14.7% in 2012. The
reduction in net margin is due to the 6.4%owgth in EBITDA, lower than the 14% of growth in
net revenues, the reduction of financial expenses in the period and the increase in the effective
tax rate.
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Comments on the Company's 2012 and 2011 consolidated financial and operating
performance:

The Cmpany ended 2012 with net income of R$207.148 million once again breaking the
record set the previous year, up 22% from 2011. TOTVS achieved EBITDA* (earnings before
interest, taxes, depreciation and amortization) of R$378.048 million in 2012, the highitst
history. The Company maintained its steady growth in all revenue lines despite the unfavorable
economic moment.

In 2012 the Company's results were affected by the inclusion of the Information Technology
sector in the "Brasil Maior" Plan, which clgeal the social contribution tax from a contribution
of 20% over wages into a tax over the Company gross revenue deducting its cancellations. This
contribution was 2.5% from April to June, then it was reduced to 2.0%, therefore this change
should be accoumd when comparing 2012 with the previous year.

In 2012, considering the impact of the new social contribution tax, the Company net revenue
totaled R$1,413.976 million, an increase of 10.5% over 2011. The low penetration of software
market significantly acatributed to this performance.

License fees increased by 7.3% between 2011 and 2012. In 2012, the growth in license fees
was concentrated in sales to new customers, which grew by 31.3% over 2011, this increase in
sales was primarily due to the growth in the average ticket of new cust®img 30.3%. It is
noteworthy that this increase in the average ticket in 2012 does not represent a change in the
Company's target market, sindgeis mainly due to a lower frequency of license sales to larger
sized new customers in 2011.

Services incresed 13.6% in comparison to 2011, totaling R$414.871 million. Growth driven
primarily by the increased contribution of services not directly related to software
implementation, which grew by 18.3% yoy, representing 30.1% of total revenue from services
in 2012, compared to 29.3% in 2011.

Maintenance fee totaled R$669.681 million in 2012, 10.3% higher than the previous year.
The growth in maintenance fee revenue is mainly due to license sales in previous quarters and
the retention of maintenance agreementshigh are subjected to annual adjusted based on the
average accumulated inflation index, mostly 1P

The operating costs and expenses excluding depreciation and amortization increased by 6.7%
between 2012 and 2011, lower than the 10.5% growth in net meee reflecting the gain in
operational efficiency generated by the constant process improvement in several areas of the
[/ 2YLIh yes a ¢Sttt a GKS O2yiUNRodziAz2y 2F GKS Gt
alA2NE LI I yo

The cost of license fe@snounted R$55.969 million, an increase of 23.0% compared to 2011.
This line is mainly influenced by the compaosition of sales for the period, presenting higher
growth when there is a greater participation of third party solutions over the license sdtes in
period.

Cost of services and sales increased by 6.3% then compared to 2011, which is lower than the

13.6% growth in service revenue during the period. This lower growth compared to the revenue
shows the gain in gross margin in the Company serviceatipes and is mainly explained by:
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(i) efficiency gain of teams implementing solutions marketed by the Company, (ii) the payroll tax
relief by the "Brasil Maior" plan, (iii) the higher participation of vaadded services in the
revenue.

Research and Delopment expenses amounted R$174.332 million in 2012, a decrease of
0.5% compared to 2011. This decrease is mainly related to the unburdening in payroll and does
not represent a deceleration of investments in innovation for the solutions developed by the
GCompany.

Advertising expenses increased 20.0% in 2012. This growth is related to the reacceleration in
the marketing investments after the communication plan revision announced in 2011,
YEAYUGFIAYAY3 GKS KAAG2NAOFt QDlebedzesi & LISNOSYy G 3¢

Selling expenses amounted R$88.058 million, 1.5% over 2011. This growth, is lower than the
[/ 2YLI yeQa alftSa aANRPsgGIK Aa OKASTFEe RdzS G2 GKS S
gStf a GKS AYLIOG 2F (GKS &. NI aAt alA2NE LI I yo
The commision expenses 10.4% compared to 2011, in line with the growth net revenues
growth. This line consists of the commissions on sales from TOTVS distribution channels,
consisted of proprietaries channels and franchises.

General and administrative expenses @&rew 6.0% over 2011, less than the growth in net
revenues. Such growth in G&A is mainly a consequence of wage adjustments, increase of
KSIFRO2dzy G YR GKS AYLI OGO 2F GKS a. NIFaaft al A2NE

Between 2011 and 2012, management fees increased 2.4%, mamiyp die adjustments
in the executive structure and the additional provision of bonuses for goal achievements in the
period.

The allowance for doubtful accounts totaled R$23.234 million in 2012, an increase of 43.9%
when compared to 2011. This increasmainly related to delayed payments of implementation
and consultancy services provided to larger clients, although the delinquency with customers of
medium and small size also rose over the year. It is important to mention that the increase in
provisionsfor doubtful accounts, differently from the previous years, is primarily related to
operations in the domestic market

Depreciation and amortization in 2012 totaled R$81.228 million, compared to R$82.484
million in 2011, a decrease of 1.5%. This decrease in the level of is chiefly due to smaller
amortization of intangible assets resulting from acquisitions given the cdioplef the
amortization cycle of some of this assets.

The net financial expenses reached R$8.623 million, a decrease of 51.4% compared to the
amount of R$17.747 million in 2011. This decrease is mainly due to the reduction of the
Company’s debt, both imalance of loans/financing and debentures.

thex{Q OFrakK olflry0OS 2y 5SOSYOGSNI omXI HAMH gl &
R$287.079 million on December 31, 2011. The Company reiterates that it has a conservative
financial management policy for it®bit and credit operations and that it did not carry out any
aLISOdzZ F GAPS 2LISNIGA2ya Ay (GKS FAYIFYOAILf YIFNJSQ
generation is the main reason for this increase.
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Net income reached a record of R$207.148 million0hZ an increase of 22.6% compared
to 2011. The growth in net income mainly reflected the increase in EBITDA* and the reduction
of financing expenses in the period as a result of the decrease in the Company's debt.

10.2. The executive officers shall comment on:
a)iKS NBadzAg §a 2F AaadzSND& 2LISNI GA2yas SaLISOAL f

I. description of any relevant component of revenues

Company’s main revenues derive from: (i) license fees, which include software
right-to-use licensing and sale of third parties software; (ii) hafrsewice
revenues related to the implementation of software, training and infrastructure
services, outsourced processes and consulting; and (iii) maintenance related to
the supply of new versions and upgrade of software launched by the Company,
containing theadjustments referring to the entire technological, functional or
legal development and help desk.

Software license fee revenues are registered cumulatively when: the end
consumer has access to the software usage; business is formalized between the
parties by means of agreement; the price is defined and the due amount is
realizable.

Services revenues are billed separately and recognized as services are provided.

The recording of maintenance revenues, referring to the availability of
technologicadevelopments and help desk, occurs monthly during the
effectiveness of agreements with clients.

ii. factors that materially affect the operating results
There were not factors that could materially affect operating results in the
period.

b) Variations of revenues attributable to changes in prices, exchange rates, inflation,
changes in volumes and launching of new products and services

Maintenance revenues ¢ KA OK | OO02dzy i F2NJ I LILINREAYI (St &
revenuesin 2014,are indexed by IGR! (General Market Price Index) and IPC-A, and

adjusted according to the "anniversary" of each maintenance service and help desk
agreement executed with clients.

c) Impact of inflation, variation of prices of main inputs and products, exrlye and
interest rates on operating and financial results of the issuer

CKS /2YLI yedQa 2LISNFidAy3a NBadzZ 6a vYre o6S | ¥FFS
concerning short and lontgrm interest rates, governmental policies for the sector,

inflation index and forex policy. But, historically, the effects of these changes are

softened for the Company, since it has a numerous, varied and well distributed client
oFasSd® ¢KS /2YLIlyeQa az2¥i¢l NS | OGA@BS Ot ASyi
repreentative sectors of the economy.
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¢CKS AYLI OGO 2F AyFitlLiA2y AYRSES& O NAIFGAZ2Y 2
since IGMM and IPEA are the basis of adjustment of several services used by the

Company, among them personnel expenses (payroll, chaagesbenefits), travel

expenses, communication and rental, that may increase according to the negotiations

linked to these indexesNevertheless, this impact is minimized to the extent that
maintenance and help ddrelated recurring revenues, which accourfor
approximately50,1%of total sales in2014, are indexed in general by same indexes,

allowing them to be transferred to prices, as it has been occurring historically

NI TAfQa AyGSNBad NIGS GFNRARFGAZ2Y YlaR AYLI O
eventual increase of this index may cause a slowdown of investments made by the

YEN] SGd bSOSNIKSE Saas KAaAaG2NAROIffes RdzZNAy3 |
rate), the Company continued recording sales growth.

In addition, the financingines hired by the Company basically derives fifgmancing
lines from BNDES and Debentures indexed to-tenm interest rates (TJLP), which
usually show low volatility, even during SELIC increases.

10.3. The executive officers shall comment on any matergdfects caused
08 GKS S@gSyilia YSyGA2ySR o0St2¢ 2N G2
statements and its results:

a) introduction or sale of operating segment

al GSNALFt SFTFFSOGa 2y GKS AaadzsSNRa FAYyEFyOALFf &l
expected to ocur, in view of the introduction or sale of operating segment.

b) constitution, acquisition or sale of equity interests

Below, in chronological order, the main mergers and acquisitions of the Company occurred
over the past 3 years:

Virtual Age:On May 21, 2014, the Company executed the Share and Quota Purchase
l ANBSYSyld F2NJ GKS FOljdzAaAidAazy 2F ANldzZrt ! 3S {
which it will pay R$50.105 million for the acquisition of 100% (one hundred percent) of the
shaes. The Agreement also establishes the payment of a variable amount that can reach
R$25.000 million, which shall be paid in accordance with Virtual Age goals for up to December
2016. Focused on the development of software solutions in the cloud for trehiba and
Apparel Value Chain, Virtual Age has more than 27 years of experience serving technology to
Retail, Wholesale, Franchising and Manufacturing companies in this sector, having a portfolio
with more than 500 clientd/irtual Age sells its solutionsy” { I F { o0 a{ 2FG 6 NB | & |
having 81% of its revenue as recurring revenue.

CiashopOn December 2, 2013, the Company, through its subsidiary TOTVS Brasil Sales Ltda.
6a¢he+x{ {ltSaé¢0xr SESOdziSR (KS { KduibtBnofeg.B v dz2 (| t
of the shares of Ciashap{ 2 f dzeep S& t I NI / 2YSNOA2 9f SGUNBYyAO2 { ¢
2014, ocurred the closing of the acquisition by the total amount of R$17.640 million, which
included, in addition to the 68.5% of the shareital, the subscription of new shares of the
Ciashop, increasing TOTVS Sales participation in Ciashop’s capital in 1.5%, to 70%. TOTVS Sales
can bring its total participation in Ciashop’s capital up to 72%. This Agreement also contemplates
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a variable paymet of up to R$2.000 million based on the achievement of certain parameters
established for Ciashop over 30 months after the closing of this transaction. Ciashop is a pioneer
in e-commerce in Brazil, offering a cloud platform that delivers it solutions $sfavare as a
Service (SaaS).

Seventeen:On November, 25, the Company executed the Share and Quota Purchase
' AINBSYSyYyid 04! ANBSYSyi(ié0 o0& oKAOK Al oAttt LI & wk
hundred percent) of the shares of Seventeen Tecgi@lala Informacdo em Informética Ltda.
6a{ SOSYyiSSyé¢ud ¢KS ! ANBSYSyd Ita2 SadlofAaakKkSa i
R$5.700 million, which shall be paid in accordance with metrics defined in the Agreement until
the last day of December, 20. Seventeen develops management solutions that are used by
TOTVS clients of all sizes in the health sector.

RMS:On July 16, 2013, the Company, through its subsidiary TOTVS NORDESTE SOFTWARE
LTDA., executed the Share and Quota Purchase Agreement byitwhilt pay R$37.400 million
for the acquisition of 100% of the shares of RMS Software S.A. and Webstrategie Software Ltda.
622Ayidte awa{évd ¢KS ! ANBSYSyid |faz SadrofAaks
which shall be paid based on the fmmance of RMS during a twelhmonth period following
the transaction closing. RMS is focused on the development of enterprise management software
for retail and supermarket sectors in Brazil.

GoodDataOn June 12, 2013, the Company, through its U.Ssidisloy TOTVS Inc., executed
a Stock Purchase Agreement by which it shall acquire a minority interest in the capital stock of
D22R5FGF / 2NlJd 0aGD22R5F4GFé§0>Y GKNRddAK {SNASa 5
investing US$16.000 million. GoodData ipravider of cloud business intelligence solutions
offered as a software as a service based on Big Data technologies.

PRX:On April 19, 2013, the Company executed Share Purchase and Sale Agreement and
Other Covenants whereby it will pay R$11.000 millfonthe acquisition of 60% participation
in the capital of PRX SOLUCOES EM GESTAO AGROINDUSTRIAL LTDA. and P2RX SOLUCOES EM
{hC¢21 w9 {k{ [¢5!d 622Ayife atw-£0d ¢KS ! INBSY
acquisition of the remaining equity e for a variable amount, to be fixed in accordance with
metrics defined in the Agreement based on the performance of PRX until the last day of
February, 2015. PRX is focused on the development of management solutions for TOTVS and in
the rendering of ITexvices for the agribusiness sector in Brazil and Latin America.

uMov.me:On January 28, 2013, the Company, by means of its subsidiary TOTVS Ventures
Participations Ltda. ("TOTVS Ventures"), holding company for investments ingtadntered
into an Ageement of Purchase and Sale, Investment and Other Covenants whereby TOTVS
Ventures will invest up to R$3,200 million in exchange for a minority shareholding of 20% in the
AKIFNBE OFLAGIE 2F dza2@dYS { ! & Obhdza2 OhenSe 0> d {
AY SEOKIYy3IS F2NJ FANIKSNI LI NGAOALI GAZ2Y Ay (GKS d
future performance. uMov.me is a cloud enterprise mobility technology platform provider, in
the software as a service segment.

PC SistemasOn January 242013, the Company acquired, through its whallyned
subsidiary TOTVS Brasilia Software Ltda., 100% of the capital stock of W&D PARTICIPACOES S.A.,
26ySNI 2F (GKS O2YLIyASa t/ {L{¢9a!{ {d!' & YR t/
focused on the deelopment of software to the Distribution, Wholesale and Retail segments in
Brazil. The total payment may come to a maximum of R$95.0 million.
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C) unusual events or operations

Not applicable.

10.4. The executive officers shall comment on:
a) significant changes iaccounting practices

There are no significant changes in accounting practices between 2011 and 2013.

b) significant effects from changes in accounting practices

The financial statements for the years ended December 314,220113 and 202, reflected
in thisdocument does not contain significant effects of changes in accounting practices in this
period.

C)AYRSLISYRSY(G FdzZRAG2NIEA ljdzr f ATFTASR 2LIAYAZ2Y

The Company does not have a track record of qualified opinions issued by its independent
auditors.

10.5. The executiveofficers shall indicate and comment on the critical
accounting policies adopted by the issuer, especially, analyzing the
albylF3asSySyiQa | 002dzyGAy3a SadAyYlrdiSa 2y dz
gAft SELXIFAY (GKS /2YLIlyeQa tfehufd yOAI £
subjective or complex judgments, such as: provisions, contingencies,
revenue recognition, tax assets, lodHiyed assets, norOdzNNBy G | aa S
useful life, pension plans, foreign currency translation adjustments,
environmental recovery costs, aste and financial instruments
impairment test

The Company and Consolidated financial statements were prepared in accordance with
accounting practices adopted in Brazil, which include: Brazilian Corporation Law, Brazilian
Securities and Exchange CommisqiGWM) standards, and pronouncements, interpretations
and guidance issued by Brazilian Financial Accounting Standards Board (CPC); the consolidated
financial statements were prepared in accordance with the International Financial Reporting
Standards (IFR&psue by the International Accounting Standards Board (IASB).

The financial statements were prepared based on historical cost, except for the valuation of
certain assets and liabilities, as those from business combinations and financial instruments,
which are measured at fair value.

The Company and the Consolidated financial statements were prepared based on different
assessment bases used to prepare accounting estimates. The accounting estimates involved in
the preparation of the financial statementsene based on both objective and subjective
factors, and in line with management's judgment for the determination of the appropriate
amounts to be recorded in the financial statements. Significant items subject to these estimates
and assumptions include theelection of useful life of fixed assets and their recoverability in
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operations, the evaluation of financial assets both at fair value and adjustment to present value,
analysis of the credit risk to determine an allowance for doubtful accounts, as wtieas
analysis of other risks to determine other provisions, including the provision for contingencies.

The results of acquired/merged subsidiaries are included in the statements of income as of
the date of their acquisition/combination. Therefore, for cpamison purposes of the
O2yaz2ft ARIGSR yR (KS /2YLIlyeQa NBadzZ Gasx ¢S Yd
AYO2NLIR2NYGA2Yy 2F SIOK adzowaARAlFNEQa NBadzZ Gao

Financial statements of subsidiaries included in the consolidation are consistent with that of
the parent company and the accounting practices and policies were consistently applied over
consolidated companies and in conformity with those applied in the previous year. All
intercompany balances and transactions have been eliminated in the consolidation.
Transactions between the Parent Company and its subsidiaries are conducted under conditions
and prices established between the parties.

Revenues and Expenses

The Company and its subsidiaries measure software license revenue, comprising the
licensing feestevenue from services, including consulting fees, revenue from supporting and
YEAYGSYylyOS aSNWAOSa T2N) 4KS LINPRdzOGQa (SOKyz2¢
(help desk).

Revenues related to licenses of use are recognized upon:

(i) executian of the agreement and software delivery to the customer;

(i) their value can be reliably measured (pursuant to the terms of the agreement);

(iii) all risks and rewards inherent to the license are transferred to buyer;

(iv)the Company no longer hold$fective control over the license; and

(v)it is probable that economic benefits will be generated to the benefit of the Company.

Revenues from use license resulting from subscription are recognized on a monthly basis,
for a term set forth in contract.

Revenues from services are billed separately and recognized as services are rendered.
Revenues related to technological upgrade and help desk services are billed and recognized on
a monthly basis, during the term of the agreement with customers. Bookezhtes which do
not meet the mentioned recognition criteria are reversed from the corresponding revenues
account and recorded as a reducing account in their respective accounts receivable group.
Revenues are computed in net income for the year at theirvadte, i.e., they exclude taxes
levied thereon.

The cost related to the revenue from licensing fees includes costs of acquisition of data base,
costs of media in which the product is delivered, and price of licenses paid to third parties, in
case of resal software. The cost related to the revenue from maintenance and services consists
mainly in the salary of consulting and supporting personnel and other costs related to those
areas.

Expenses from research and development incurred by the developmelitwése
programming and manufacturing) area, linked to new software versions and upgrade of existing
software, are registered as expenses for the year in which they incurred and are stated
separately from selling costs, in operating expenses.
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Convertion éforeign currencydenominated balances

The functional currency of the Company and its subsidiaries based in Brazil is the Brazilian
Real, the same currency used in the preparation and presentation of the Company and
consolidated financial statements. Theancial statements of each subsidiary included in the
/| 2YLIl yegQa O2yaz2zfARFGA2Yy YR (K2aS S@lftdza SR I O
GKS /2YLIl yeQa FAYFYyOALf adrdiSySyida I NBE LINSLI NB
entity.

Assets and dibilities of subsidiaries located abroad, which, according to management
conclusion, have administrative, financial and operational independence, are translated into
Reais at the exchange rate as of the balance sheet closing dates and P&L are translated in
Reais at the monthly average rates of the periods. Restatement of investment accounts deriving
from exchange variation is recognized as cumulative translation adjustment in equity of the
parent company.

Cash and cash equivalents

These include cashkash account balances and financial investments redeemable within 90
days of the transactions dates and with insignificant risk of change in its market value. The
FAYIYOALET Ay@SaldySyida AyOfdRSR Ay Olawml | yR
FaasSda Fd FFAN OFfdzS GKNRBAAK AyO02YSoé

O
QX

Trade accounts receivable

These are shown at realizable values, and accounts receivable from customers in the foreign
market are restated at the exchange rates effective as of the financial statements date. An
allowance was recorded in an amount considered sufficient by management for doubtful
accounts, based on the individual analysis of each customer with overdue installments.

Investments in subsidiaries
¢CKS /2YLIl yeQa Ay@SadyYSylasedof tha égdity acominting RA | NA
method, in accordance with CPC 18 (IAS 28), for purposes of the Company financial statements.

(0p))
QX

Based on the equity method, investments in subsidiaries are recorded in the parent
O2YLIl yeQa ol flyOS &K Sddurred after@hg dcquisitiondsf anarestirkKk S OK | y .
the affiliate company. Goodwill referring to the affiliate company is included in the investment
book value and is not subject to amortization. As goodwill grounded on future profitability is
included in the bok value of the investment in the affiliate company (not recognized
separately), it is subject to impairment test at the cash generating unit to which it belongs.

I NE LINBESYGiSR Ay (K

LYGSNBaG Ay GKS &dzoaiRA Aa
ySi AyO02YS | dGNROGdzil ot S

LA Ol dzLl= FyR NBLINBaSyia

The financial statements of subsidiaries are prepared for the same reporting period as the
/I 2YLI yeQaod

Whenever necessary, adjustments are made so that the accourgolgies are in
accordance with those adopted by the Company.

P FOGSNI | LILX eAy3 GKS Sljdzadge |002dzyiAy3d YSIiK2R
statements, the Company determines whether or not it is necessary to recognize additional
impairmentonthe @ YLJI y@ Qa Ay @SadyYSyid Ay Ada Iaaz20Al GSR
closing date, the Company establishes whether there is objective evidence that investments in
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subsidiaries have suffered impairment. If this is the case, the Company calculates the

impaNXY Sy G I Y2dzyd & GKS RAFFSNBYOS 6SGsSSy GKS /3

Gl tdzS YR NBO23yAil Sa (GKA& FY2dzyd Ay GKS [/ 2YLI y¢
Property, plant and equipment

This is recorded at acquisition cost. The depreciation of assets idatatt by the straight
line method and takes into account the estimated econcoseful life of assets.

A property, plant and equipment item is written off when it is sold or when no future
economic benefit is expected to arise from its use or sale. Ams@r losses resulting from the
assetwrite2 FF 0Ol f OdzAf F GSR 4 GKS RAFTFSNBYOS 060SiGoSSy
value) are included in the income statement for the year when the asset is written off.

The residual value and useful life agsets and the depreciation methods are reviewed at
the closing of each year and adjusted prospectively whenever necessary.

After calculating the residual value of PP&E, for the purpose of the financial statements of
the Company and its subsidiaries, thiempany determines whether recognizing an additional
value for the PP&E item and for other assets such as investments and intangibles in cash
generating units is necessary.

The Company opted for not evaluating its property, plant and equipment at fhie \as
attributed cost, considering that: (i) the cost method, minus allowances for losses, is the best
YSGK2R F2N) S@lfdza dAy3a GKS /2YLIl yedua LINRPLISNIE:
property, plant and equipment is broken down into wedfined clases, related to its only
operating activity, which is the provision of software development and maintenance services;
(i) the infrastructure used in the industry in which the Company operates is significantly
affected by the technological developmentew products with increased capacity at lower
prices are made available, requiring frequent updates of operational equipment and review of
the recoverable values and useful life estimates of property, plant and equipment assets, which
the Company has beerothg over the years; and (iv) the Company has effective controls over
property, plant and equipment assets that allow it to identify impairment losses and changes in
useful life estimates. (v) The depreciation rates used adequately represent the usefof lif
equipment, which leads to the conclusion that the value of property, plant and equipment is
close to its fair value.

Leasing
Finance leases that transfer to the Company basically all the risks and benefits associated

with the ownership of the leasedsset are capitalized in the beginning of the lease at the fair
value of the leased asset or at the present value of the minimum lease payments, whichever is
lower. The initial direct costs incurred in the transaction are added to costs, when applicable.
Financial lease payments are allocated to financial charges and reduction of the financial lease
fAFOAETAGE a2 a (G2 200l Ay O2yaitlyld AYydSNBaid NI
charges are recognized in the income statement.

Leaseda a8 SG& I NB RSLINBOAI GSR 20SNJ GKSANI dzaS¥dzf € A
amount of certainty that the group will obtain the ownership at the end of the leasing term, the

asset is depreciated either over its estimated useful life or withinehsing term, whichever is
shorter.
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Operating lease payments are recognized as expense in the income statement according to
the straightline method over the leasing term.

Intangible assets

Intangible assets acquired separately are measured at cosheattime of their initial
recognition. The cost of intangible assets acquired in a business combination corresponds to
the fair value on the acquisition date. After the initial recognition, intangible assets are
presented at cost, minus the accrued amaatinn and impairment losses. Intangible assets
generated internally, excluding capitalized development costs, are not capitalized and the
expense is reflected in the income statement for the fiscal year when they are incurred.

Intangible assets are subsitially represented by: software, trademark and patents, client
portfolio and goodwill generated in view of the expectation of profitability and incremental
revenues expected in the future, connected with business combinations of the Company and
subsidiares, disbursements related to acquisition of exploration rights of areas and acquisition
of new products developed by third parties.

Intangible assets with defined useful lives are amortized over their useful economic life and
tested forimpairmentwhene8 NJ 6 KSNB A& Iy AYyRAOFIGA2y (KIFG GKS
impaired. The period and the amortization method for a limitée intangible asset are
reviewed at least at the end of each fiscal year. Changes in the estimated useful life or in the
extSOGSR dzasS 2F (KSasS FaasSiaQ FdzidzaNBE SO2y2YAO 06585
in the amortization period or method, depending on the case, and are treated as changes in
accounting estimates. The amortization of limitife intangible assets irecognized in the

income statement under the expense category consistent with the use of the intangible asset.

Intangible assets with indefinite useful lives are not amortized but are tested annually for
impairment, either individually or at the level thfe cashgenerating unit. The evaluation of the
indefinite useful life is reviewed annually to determine if this evaluation remains justified. In
case there is evidence to the contrary, the change in useful life from indefinite to limited is made
prospectvely.

Gains and losses resulting from the wsitf of an intangible asset are measured as the
RAFFSNBEYOS 06SG¢SSy GKS ySi arftsSa @rtdzS FyR (KS
income statement upon asset wriaff.

Provision for asset impairent

The Management annually reviews the net book value of assets with a view to evaluating
events or changes in economic, operational or technological circumstances that may indicate
deterioration or impairment. In case this evidence is identified ardrtet book value exceeds
the recoverable value, a provision is established for the impairment, adjusting the net book
value to the recoverable value.

The recoverable value of an asset or a certain ggsterating unit is defined as being the
greater betwesn the value in use and the net sales value.

2 KSy SadAYlFrGAy3a GKS aasSiqQa @1tdzS Ay dzasSs GKS
their present value by using a discount rate before taxes that reflects the weighted average cost
of capital for the mdustry where the casigenerating unit operates. The net sales value is
determined, whenever possible, based on a commutative sales contract between knowing and
interested parties adjusted by expenses attributable to the asset sale, or, when there igs10 sa
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contract, based on the market price of an active market or also on the price of the most recent
transaction conducted with similar assets.

The following criterion is also applied to evaluate impairment losses:
a) Goodwill paid for expected future profitability

This goodwill is tested for impairment on an annual basis or when circumstances indicate
loss due to depreciation of its book value.

b) Intangible assets

Indefinite-life intangible assets are tested annudlly impairment, either individually or at
the level of the caslgenerating unit, depending on the case, or when circumstances indicate
loss due to depreciation of their book value.

When this evidence is identified and the net book value exceeds the restueevalue, a
provision is established for impairment, adjusting the net book value to the recoverable value,
when applicable.

Other assets and liabilities
An asset is recognized in the balance sheet when it is a resource controlled by the Company
resuting from past events and expected to produce future economic benefits.

A liability is recognized in the balance sheet when the Company has a legal obligation or
obligation resulting from a past event, and will probably require an economic resourcel® set
it.

Taxation

Taxes on sales

Revenues from sales and services are subject to the following taxes and contributions, by
the following basic rates:

w Social Integration Program (PIS) 0.65% and 1.65%;

w Social Security Financing (COFINS) 3.0% and 7.6%;

w Services Tax (ISS) between 2% and 5%;

w Instituto Nacional de Seguridade Social (INSS) 2,0% and 2,5%.

These charges are stated as sales deductions in the statement of income.

Income and social contribution taxesurrent

The taxation on income includéscome and social contribution taxes. The income tax is
calculated on the taxable income at the rate of 15%, accruing a surcharge of 10% for profits
exceeding R$240 in the 42onth period, while the social contribution tax is calculated at 9%
on taxable mcome, recognized by the accrual basis of accounting; therefore, inclusions to the
book profit of expenses, temporarily not deductible, or revenue exclusions, temporarily not
taxable, considered in the calculation of current taxable income generate ddftasecredits
or debits. Advances or amounts subject to offset are stated in current oicoment assets,
according to the estimate of their realization.

Deferred taxes

Deferred taxes are generated by temporary differences on the balance sheet datedretw
the tax bases of assets and liabilities and their book values. Deferred tax liabilities are
recognized for all temporary tax differences, except:
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w when the deferred tax liability arises from the initial recognition of goodwill or an asset
or liability in a transaction other than a business combination, and, on the transaction date, it
affects neither the book profit nor the tax profit or loss;

w over deductible temporary tax differences associated with investments in subsidiaries, in
which the reversion of temporary differences may be controlled and it is likely that the
temporary differences will not be reversed in the near future.

Deferred tax assets are recognized for all deductible temporary differences, unused tax
credit and losses, to thextent that it is likely that the taxable income is available so that the
deductible temporary differences may be realized and unused tax credits and losses may be
used, except:

w when the deferred tax asset associated with the deductible temporarferdifice is
generated at the initial recognition of the asset or liability in a transaction other than a business
combination, and, on the transaction date, it affects neither the book profit nor the tax profit
or loss; and

w over deductible tax temporardifferences associated with investments in subsidiaries,
deferred tax assets are recognized only to the extent that it is likely that temporary differences
are reversed in the near future and the taxable income is available so that the temporary
differences may be used.

The book value of deferred tax assets is reviewed on each balance sheet date and written
off to the extent that it is no longer likely that taxable income will be available to allow all or
part of the deferred tax asset to be used. Writtefi deferred tax assets are reviewed on each
balance sheet date and recognized to the extent that it becomes likely that future taxable
income will allow deferred tax assets to be recovered.

Deferred tax assets and liabilities are measured at thedtx expected to be applicable in
the year when the asset will be realized or the liability will be settled, based on the tax rate (and
tax law) that are in effect on the balance sheet date.

Deferred taxes associated with items recognized directly inSikae2 t RSNE Q Sljdzade |
NBEO23IyAT SR Ay &aKIFINBK2ft RSNEQ SljdAade FyR y2i Ay
recognized according to the transaction that originated the deferred tax, either in other
O2YLINBKSYyaA@dS AyO2YS eaghty. RANB Ot & Ay &Kl NBK2f RS

Deferred tax assets and liabilities will be stated net if there is a legal or contractual right to
offset the tax asset against the tax liability, and deferred taxes are associated with the same tax
entity and subject to the same tax authority.

Sharebased payment
In the past periods, the Company granted shbased compensation to its main executives
and managers. The Company measures the cost of swmtlied transactions involving
employees based on the fair value of equity instruments andhanting date. Estimating the
fair value of shardased payments requires determining the most appropriate evaluation
Y2RSf F2NJ O2y0S&aaArzy 2F SldAaide AyaldNdzySyiaz 4k
conditions. This also required determining theshappropriate data for the evaluation model,

A 2 4 oA ~

AyOf dzZRAY3 (GKS 2LIA2y Qa8 SELISOGSR tAFTSsE (GKS @2f
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assumptions. Expenses related to these transactions are recognized in income during the period
in which servies are rendered in a contra account of capital reserve.

Other employee benefits
SYySTAGa ANYrYyGSR G2 GKS /2YLIlyeQa SyYLXz2eSSa
compensation (payroll and social security contributions (INSS), vacation, 13th month pay
Christmas bonus), variable compensation, such as profit sharing, bonuses private pension plans
with defined contributions managed by an insurance company, and dtesed compensation.
These benefits are recorded in net income for the year when the @agnpas an obligation on
an accrual basis, as they are incurred.

Earnings per share

The Company calculates earnings per hundred shares using the weighted average number
of total shares outstanding during the period corresponding to the result accordineto
technical pronouncement CPC 41 (IAS 33).

Adjustment at present value of assets and liabilities

Longterm and shoriterm monetary assets and liabilities, when the effect is considered
relevant in relation to the financial statements taken as a whole, are adjusted by their present
value.

The adjustment at present value is calculated taking into aetoontractual cash flows and
explicit interest rates and in certain cases implicit interest rates of respective assets and
liabilities. Therefore, interest rates accrued on revenues, expenses and costs associated with
these assets and liabilities are csinted with a view to recognizing them in conformity with
the accrual basis of years. Subsequently, this interest is reallocated to financial income and
expenses in results by using the effective interest rate method in relation to the contractual
cash fbws.

Implicit interest rates were determined based on assumptions and accounting estimates are
considered.

Judgments, estimates and significant accounting assumptions

Judgments

The preparation of the Company and consolidated financial statements esgthiat the
management make judgments and estimates and adopt assumptions that affect the reported
amounts of revenues, expenses, assets and liabilities, as well as disclosures of contingent
liabilities, on the financial statement database. However, theantainty associated with these
assumptions and estimates could lead to results that require a significant adjustment to the
book value of the affected asset or liability in future periods.

Financial Leasing agreements

The Company has financial leasingeagnents of computers and facilities (equipments)
designated to use in its operations. The company assessed the terms and conditions of the
agreements and assumed all significant risks and benefits of this equipment. Based on the
assessment performed by @pany, these agreements are recorded as financial leasing.

Estimates and Assumptions

The key assumptions regarding the sources of uncertainty for future estimates and other
important sources of uncertainty for estimates on the balance sheet date, ingobigmificant
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risk of causing a major adjustment to the book value of assets and liabilities in the following
reporting period, are discussed below.

(Impairment of norFinancial Assets

There is impairment when the book value of an asset or -ggsteratng unit exceeds its
recoverable value, which is the highest of fair value less selling costs and value in use. The
calculation of fair value less selling costs is based on the available information on sale
transactions for similar assets or market pricess| additional costs to dispose of such asset.
The calculation of the value in use is based on the discounted cash flow model. Cash flows derive
from the budget for the next five years and do not include reorganization activities the Company
has not commited with yet, or significant future investments that will improve the asset base
of the cashgenerating unit being tested for impairment. The recoverable value is sensitive to
the discount rate used in the discounted cash flow methodology, as well apéatex future
cash to be received, and to the growth rate used for extrapolation purposes.

(ilSharebased Payment Transactions

The Group measures the cost of stesgktled transactions with employees based on the fair
value of the equity instruments omé date they are granted. The estimate of the fair value of
stockbased payments requires that the most suitable appraisal model be determined for the
granting of equity instruments, which depends on the terms and conditions of the grant. This
also require that the most appropriate data be determined for the appraisal model, including
the expected life of the option, volatility and dividend vyield, and the corresponding
assumptions.

(ii)Taxes

There are uncertainties regarding the interpretation of compiax regulations and the
value and timing of future taxable results. Given the comprehensive aspect of international
business relationships, and the leteym nature and the complexity of existing contracts,
differences between the actual results and thdoated assumptions or future changes in such
assumptions could require future adjustments to the tax income and expense already recorded.
The Company forms provisions, based on applicable estimates, for possible consequences of
auditing by tax authoritiesf the respective jurisdictions where it operates. The amount of such
provisions is based on several factors, like prior experiences with fiscal audits and different
interpretations of the tax regulations by the taxable entity and by the tax authorityéstpn.
Such differences in interpretation may arise for the most diverse matters, depending on the
conditions in force in the respective domicile of the company.

Significant management judgment is required in determining the amount of the deferred tax
asset that can be recognized based on the probable deadline and future taxable income levels,
as well as future fiscal planning strategies.

(iv)Fair Value of Financial Instruments

Whenever the fair value of financial assets and liabilities reported inbdlance sheet
cannot be obtained from active markets, it is determined through appraisal techniques,
including the discounted cash flow methodology. Data used in such methodologies are based
on market practices whenever possible; however, when it is easible, a certain level of
judgment is required to determine the fair value. Judgment includes considerations on used
data, such as, for example, liquidity risk, credit risk and volatility. Changes in assumptions on
such factors could affect the reportddir value of the financial instruments.

(V)Provisions for Tax, Civil and Labor Risks
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The Company recognizes a provision for civil and labor lawsuits. The assessment on the
probability of loss includes the analysis of available evidence, the hierarldwsthe available
jurisprudence, the latest decisions of courts of law and their relevance in the legal system, as
well as the opinion of external legal advisers. The provisions are revised and adjusted to take
into account changes in circumstances, sastihe applicable expiration deadline, conclusions
of fiscal inspections, or additional exposures that may be identified based on new matters or
court decisions.

The settlement of transactions involving these estimates may result in amounts significantly
different from those recorded in financial statements due to inaccuracies inherent to the
process of their determination. The Company reviews its estimates and assumptions, at least,
quarterly.

Financial instruments
a) First-time recognition and measurement
¢CKS /2YLI yeQa TFAYFIYyOALf AyaiaNdzySyida | NBE NBLX
receivable, accounts payable, debentures, loans and financing and derivatives. The instruments
are recorded for the first time at their fair value plus costs directly attable to their
acquisition or issue, except for financial instruments at fair value through profit or loss, whose
costs are recorded in the profit or loss for the year.

Main financial assets recognized by the Company are: cash and cash equivalemeland t
accounts receivable.

The main financial liabilities recorded by the Company are: accounts payable to suppliers,
loans and financing and debentures.

b) Subsequent measurement
The measurement of financial assets and liabilities depends on their classificwhich
may be one of the following:

Financial assets at fair value through profit or lo$3nancial assets at fair value through
profit or loss include financial assets held for trading and financial assets recorded at fair value
through profit orloss upon their firstime recognition. Financial assets held for trading are
those acquired with the purpose of being sold in the short term.

The Company has assessed its financial assets at fair value through profit or loss because it
intends to tradethem in the short term. If the Company has no conditions to trade such financial
assets due to market inactivity, and if the management's intention of selling such financial
assets significantly changes in the near future, the Company may choose taifgdlagse
financial assets under certain circumstances. Reclassification to loans and accounts receivable,
available for sale or held to maturity depends on the nature of the asset. This does not affect
any financial asset recorded at fair value throughbfip or loss using the fair value choice upon
reporting.

Financial liabilities at fair value through profit or logkese liabilities include financial
liabilities for trading and financial liabilities designated upon recognition at fair value through
profit or loss.

Financial liabilities are classified as held for trading when they are acquired with the purpose
of being sold in the short term. This category includes derivative financial instruments
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contracted by the Company and that do not meet the §ecccounting criteria established by
CPC 38 (IAS 39). Derivatives, including embedded derivatives that are not related to the main
agreement and that must be separated are also classified as held for trading, unless they are
designated as effective hedgestruments.

Gains and losses in liabilities held for trading are recognized in the income statement.
The Company did not present any financial liabilities at fair value through profit or loss.

Loans and financindrollowing the initial recognition, les and financing subject to interest
are measured at the amortized cost using the effective interest rate method. Gains and losses
are recognized in the income statement at the time when the liabilities are written off, as well
as during the amortizationrpcess according to the effective interest rate method.

10.6. In relation to the internal controls adopted to ensure the preparation
of reliable financial statements, the executive officers shall comment on:

a) the level of efficiency level of these controls, ifmhting eventual inadequacies and
measures adopted to correct them.

The Company has internal controls with sufficient efficiency level to ensure the adequacy
and reliability of its financial statements. The Company continuously seeks to improve its
internal controls, by reviewing internal processes.

b) Deficiencies and recommendations on internal controls included in the independent
I dzZRA G2 NR&a NBLR NI o

The independent auditors did not identify any significant deficiencies related to the
Company's internagontrols.

10.7. If the issuer has made a public offering of shares, the executive
officers shall comment on:

a) how funds resulting from the offering were used

b) if any relevant bias occurred between the effective use of funds and the funding
proposals disclosed ithe respective offering memorandum

c) in case of bias, explain its reasons

Not applicable.

10.8. The executive officers shall explain the relevant items not evidenced
Ay (GKS AaadadzsSNRa FAYLFYyOAlf aidldSySydasz

a) the assets and liabilities held by the issuatirectly or indirectly, not included in the
balance sheet (ofbalance sheet items), such as:

i. operating leases, assets and liabilities
ii. receivables portfolios written off over which the entity maintains risks and
responsibilities, indicating theespective liabilities
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iii. future contracts for the purchase and sale of products or services
iv. unexpired construction agreements
V. receivables financing agreements

According to thenote to financial statement n® 9.2 of the Financial Statefsen

related to the fiscal year ended on December 3014 the Company signed an
agreement with VIP Vi Empreendimentos e Participa¢des Ltda.2013to

build and lease anew head office, withthe purpose of integrating the
QVYLIyeQa FI OAf ABahl& for ahleast fi0&ars @omithe dage¥ { n 2
of delivery, which is expectdd bein 2017. The greement was entered into at

usual market conditions.

More information regarding this contract can be found on tteen 16.20f this
Reference Form.

b) other items not evidenced in the financial statements

The Company does not have other relevant items not evidenced in the financial statements
(off-balance sheet items).

10.9. In relation to each one of the items not evidenced in the financial
statements indicated initem 10.8, the executive officers shall comment
on:

a) how these items change or may change revenues, expenses, results of operations,
FAYIYOAILIfT SELSyasSa 2N 2GKSNJI AGSya 2F GKS Aaa

The rental agreement mentioned ihe item 10.80f this Reference Form impacpecificaly
operating expenses with rentals in the amount corresponding tadifference between: (i) the
value of the contract, detaileth item 16.20f this form; and (ii) the sum of theentals ofthe
operations locatedn Sao Paulammediately prior to the effecti# change to the new head
office.

The Management expects that the concentration of operations will enable the Company to
increase the productivity of its teams, besides making infrastructure management more
efficient, especially when alternatives in other regions of S&o Paulo are analyzed.

b) nature and purpose of the operation

T2 FNNJ YIS | & oid2A fH0 A2y YREN (166 2hRAEGD 2 LISNI GA 2y
period of at least ten (10) years startingind2017

c) nature and amount of obligations assumed rights generated on behalf of issuer as a
result of the operation

As peritem 16.20f this Reference Form.
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10.10. The executive officers shall indicate and comment on the main
St SyS§S yd a 27 (K San,?sﬁeéifhizﬁ%y\&m&)ring tdzéfdllqﬁvﬁhg“i a LJt
topics:

a) investments, including:

i. a quantitative and qualitative description of investments in progress and

estimated investments.

The Company continues with its inorganic growth strategy by means of merger

and acquisition operations, management software developers or companies

lotS G2 SELIYR (GKS /2YLIyeQa | RRSR gl f dz
international markets.

Research and Development (R&D) is another relevant item in the investment

plan, given itstsategic relevance for the economy sector in which @@mpany

operates. These investments allow offering solutions even more adherent to

Ot ASydaQ ySSR iolodicgl RnovatoRsAtlyad proiide Gkhigher

productivity of solutions userdiistorically, R&D expenses have accounted for

MM: G2 mMm: 2F GKS /2YLIlyeQa ySi NB@SydzsSa

ii. sources of investment finance.

¢KS &a2dz2NOSa 2F ws5 Ay@gSadySydaa FNB GKS
operating activities and funds deriving from PROSOFT ifsee10.1.9. In

addition to the funds generated in the operating activities, merger and

acquisition operations may also be feasible by means of structured operations
AYy@2t @Ay3 020K 26y TFdzyRa 2NJ GKANR LI NI e&Q
the operation.

iii. relevant divestments in progress and estimated divestments.
Currently, the Company does not have divestments in progress and/or
estimated.

b) Indicate the acquisition of plants, equipment, patents or other assets to significantly
AYLI OG G Kr&luchiva éapabitidsdond as this is already disclosed

Not applicable.

c) new products and services, indicating:

i. description of researches in progress already disclosed
Not applicable.

ii. total amounts spent by the issuer in researches for the devmirent of new
products or services
Not applicable.

iii. projects under development already disclosed
Not applicable.

iv. total amounts spent by the issuer in the development of new products or
services
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R&D investments account fo% to 14% ofthé 2 YLJI y&@ Qa ySi NB @Sy dz

10.11. Comment on other factors significantly impacting the operating
performance and not identified or commented in other items of this
section.

hiKSNJ FIF OlG2NR y2iG YSYlAz2ySR Ay GKA&A &aSOGA2Yy
operating performance were not identified.
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11.PROJECTIONS
11.1. Disclosed projections and assumptions

On October 292014, the Company announced by means of a Material Fact the removal of
the following financial projections, as indicatedfie item 11.2c:

1 EBITDA margin (Earnings Before Interest, Taxes, Depreciation and Amortization, divided
by net revenues) between 27% and 30% for the fiscal years ended between 2013 and 2016;
1 Research and Development expenses at the level of 12% cbtisolidated net

revenues atlie end of the fiscal year 2016;

1 Net revenues from international operations representing between 3% and 5% of the
consolidated net revenues in 2016; and

1 Breakeven point of its international operations, corresponding to EBITDA equals to

zero, in the second half of 2014.

These projections were based on the assumption of costs and expenses dilution as a result

of the revenue growth that is being affected Ithe transition process promoted by the

/| 2YLI ye Ay Ada O2YYSNODAILIf Y2RSftaz FAYAyYy3 G2 )
subscription sales and, as a consequence, to grow the recurring level of the Company net
revenues.

In the short term, this trasition to subscription negatively affects the growth in net revenues
and, consequently, in the EBITDA, due to the deferral of the revenue recognition. In the long
term, however, the higher level of recurring revenues tends to affect positively and more
relevantly the sustainable growth, the predictability of operating results and the scalability
of the TOTVS business model.

The Company emphasizes that the removal of these projections does not exclude from its
agenda the constant search for growth, opeoaidl efficiency gains and EBITDA margin
expansion.

11.2. Monitoring and amendments to published projections

a) state which are being replaced by new projections included in form and which are
repeated in the form

The projecions of (i) EBITDA (years endl 32016 ) (ii) R&Dexpenditures rese@h and
development for 2016, (Jiinet income from intenational operations 2016 and jibreakeven
EBITDA of international operations for the second half of 204t removed as indicated on
item11.2c.
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b) as forthe projections related to the periods already elapsed, compare the projected
data with the actual indicators performance, indicating clearly the reasons which led to
the deviations in the projections

2013 2012
EBITDA Margin| Projection Actual Projection | Actual
27% 10 30% | 24,9% - 26,7%

The Company did not disclose any projections for the year 2012.

The deviation in projected EBITDA margin from 2013 was mifilienced by (i) the
increase of net revenues lower than estimated by the Company fdiirthacial year 2013, and
(if) the continued investment in research and development, which are not capitalized, and
correspond mainly to the constant innovation platforms TOTVS technological expertise and the
development of management solons for segmenof the economy

c) as for the projections related to still ongoing periods, inform if the projections remain
gt AR 2y GKS RIGS 2F GKS F2N¥aQ RStAGBSNE | yR
abandoned or replaced

On October 292014, the Company annouad by means of a Material Fact the removal of the
following financial projections:

1 EBITDA margin (Earnings Before Interest, Taxes, Depreciation and Amortization,
divided by net revenues) between 27% and 30% for the fiscal years ended between
2013 and 2016;

1 Research and Development expenses at the level of 12% of the consolidated net
revenues at the end of the fiscal year 2016.

1 Net revenues from international operations representing between 3% and 5% of the
consolidated net revenues in 2016; and

1 Breakeven point of its international operations, corresponding to EBITDA equals to
zero, inthe second half of 2014.

These projections were based on the assumption of costs and expenses dilution as a result of
the revenue growth that is being affected by the transition process promoted by the Company

in its commercial models, aimingtoincréas 0 KS { 2F 061 NS Fa | { SNBAOS 0¢
and, as a consequence, to grow the recurringlef the Company net revenues.

In the short term, this transition to subscription negatively affects the growth in net revenues
and, consequently, ithe EBITDA, due to the deferral of the revenue recognition. In the long
term, however, the higher level of recurring revenues tends to affect positively and more
relevantly the sustainable growth, the predictability of operating results and the scojtadiili

the TOTVS business model.

The Company emphasizes that the removal of these projections does not exclude from its
agenda the constant search for growth, operational efficiency gains and EBITDA margin
expansion.
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12.1. Administrative Structure Description

a) responsibilities of each agency and committee

Board of Directors
6A0 SadGlrofAaKAy3d GKS 2@0SNIff 3FJdzARFYyOS F2NJ GKS

6AALD SES8OGAYI YR RAAYA&&AYI G(KS /2YLIlyeQa SE

(iii) calling the General Meeting, when deemed applicable, or pursuant to Article 132 of the
Brazilian Corporation Law;

OAB0 AyalLlSOlAay3d g ISKSPdir BEOABBAPINBQGY | ye
books and papers and requesting information on any agreements entered into or to be
entered into and any other acts;

600 OK22aAy3a yR RAaYAaaiyd (GKS /2YLIyeQa AYyR

(vi) providing a prior pinion on the Management Report and the accounts of the Executive
Officers and resolving on their submission to the General Meeting;

(vii) approving the annual and multiannual budgets of the Company, its controlled and
affiliated companies, the strategptans, the expansion projects and investment programs of
the Company, as well as following its performance;

(viii) resolving on the opening, closing and modification of branches of the Company,
domestically and abroad;

(ix) authorizing the issuance of CaJ- y & Q & andi $ubsttiBtian bonusesvithin the
[ 2YLI yeQa | dziK2gNAT SR OFLIAGEE fAYAQ

OE0 NBazt@gAy3a 2y (GKS /2YLIyeQa LHNOKIaAsS 2% Al
later cancellation or sale;

(xi) resolving on the granting of stock opt®wnr share subscription to its Managers and
Employees, as well as to the managers and employees of other companies directly or
indirectly controlled by the Company, without preemptive rights for any shareholders
pursuant to the plans approved at General &iags, after taking into account tHeersonnel

and Compensation Committdeeport;

GEAAUV adzoYAGGAYy3 G2 GKS !'yydzdt DSYySNrt aSSiAy
net profit;

(xiii) distributing among the Executive Officers, individually, the portion of the overall annual
compensation of the Managers established by the General Meeting, after considering the
Personnel and Compensation Committeeport;
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(xiv) resolving on any dés or agreements between (a) the Company and its controlled
companies (except for whollgwned controlled companiegnd (b) between the Company
or its controlled companies (whether wholly owned or not) amy of their Managers and/or
shareholders (inclding companies directly or indirectly controlled by said managers and/or
shareholders, or by any third parties related to them);

(xv) resolving, as delegated by the General Meeting, when debentures are issued by the
Company, on the period and conditiora fmaturity, amortization or redemption, on the
period and conditions for payment of interest, profit sharing and repayment premiums, if
any, and on the subscription and placement methods, as well as the types of debentures;

(xvi) resolving on the subsption, purchase, sale or encumbrance by the Company of any
aKFNBa 2NJ AaSOdzZNAGASAa AaadzsSR o6& lFye 2F GKS /2YL
in connection with operations involving exclusively the Company and wholly owned entities;

(xvidreg f Ay 3 2y (GKS /2YLI yeQa LI NIHIAOALI GAZ2Y Ay
in other endeavors, including as a member of a consortium or a party to a silent partnership

(xviii) deciding on the payment or credit of interest on equity to sharehsldaccording to
applicable laws;

(xix) resolving on the distribution of interim dividends, including at the expense of
accumulated profits or profit reserves from the latest annual or interim balance sheet;

(xx) resolving on the assignment or transfeitthird party, by any means, of intellectual or
industrial rights of the Company and/or of a company directly or indirectly controlled by it,
except for a remunerated licensing made by the Company in the ordinary course of business;

(xxi) authorizing thdollowing acts in amounts exceeding five (5) percent of the subscribed
corporate capital, such amount to be taken in consideration of isolated transactions or sets
of related transactions: (a) purchase by the Company, by any means, of assets in other
companies, including its controlled or affiliated companies; (b) divesture of assets from
permanent assets, (c) provision of warranties of any nature by the Company; (d) granting of
loans in favor of any third parties; (e) investing in expansion and improvepnejgcts; (f)
entering into long or shortterm debt operations; and (g) entering into any leegm
agreements (with a duration in excess of one year);

(xxii) manifesting favorable or otherwise regarding any public offer of shares that has as
object theshares of the Company, through prior informed opinion, issued within fifteen (15)
days of publication of the notice of public offering acquisition of shares, which should address
at least (a) the convenience and opportunity of the public offer for acdguisaf shares and

the interest of all shareholders in relation to the liquidity of the securities it owns, (b) the
impact of supply public acquisition of shares over the interests of the company, (c) strategic
plans disclosed by the issuer in relation keetCompany, (d) other items which the Board
deems appropriate, as well as information required by applicable rules established by the
CVM.
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FiscalCouncil

The Fiscal Council shall operate on a-pemrmanent basis, with the powers and duties
assigned by lawand shall only be convened upon General Meeting resolution, or at
& K| NB K 2 udRtSiltBe @asesIpripviddy law.

Audit Committee
It is incumbent to the Audit Committee, reporting and recommending to the Board of
Directors:

(i) Direct the Board inetermining the parameters of the TOTVS risk management model and
periodically evaluate the risk management policies, its resources and maximum tolerance for
risk, and may also require detailed information policies and procedures relating to:

- Managementompensation;
- The use of company assets; and
- Expendiure incurred on behalf of thednpany;

(i) Expressing an opinion on the changes in capital issues, debentures issuing, profit
distribution, tax and financial matters;

(iif) Discussingogether with TOTVS attorneykegal matters and liabilities which may cause
material impact on the Financial Statements;

(iv) Periodically overseeing the adequacymudnagement financial reports to accounting
policies financial results andisk management andisclosure process, in relation to their
integrity, form, content and distribution (access to information);

(v) Evaluate the adequacy of human and financial resources allocated to risk management
organization.

(vi) Evaluate the activities, organization ghand expertise of the internal audit and risk
management;

(vii) Approving the Audit Plan, taking into accoltatrisk coverage;

(viii) Recommend to the Board of Directorsith regard to hiring, performance and
independence of the external auditors; apz¢ the scope and approach proposed by the
external auditors and evaluate their fees and services.

(ix) Previously analyze tharing of any consulting service to be performed by the external
auditors as requested by CVM instruction 38YM- Comissao d¥alores Mobiliarios

(x) Review press releases, annual andrtggrly financial statementsannual management
reportsandthe Reference Form previously to their disclosure to CVM,;

(xi) Examine, previously, NDAs ("NDisclosure Agreements"MOUs (Memoradum of
Understanding), notbinding offersin the process of acquisitions, mergers and spfiis, as
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well as the hiringof Due Diligenceervices analyzing the results of due diligence processes
posteriorly.

(xii) Meet with the external auditors to addreshanges on accounting policies and
principles; use of reserves and provisions; relevant estimates and judgments used in the
financial statements; risk assessment methods and the results of these evaluations; changes
in the audit scope; highisk areas; mterial weaknesses and significant flaws in internal
controls; knowledge of illegal acts; and effects of external factors (economic, regulatory and
industry) over financial reporting and the audit process.

(xiii) Evaluate the adequacy of controls adoptedthe compliance verification of standards
contained in theStock Trade ®ticy of TOTVS, as well as monitsimplementation.

(xiv) Monitoring the internal and external audit recommendations;

(xv) Assessing any ctiof of interest involvingshareholders, Board membersfficers,
managers, auditors ather TOTVS stakeholders;

(xvi) Overseeing regatiory compliance of TOT\WSdeof Ethics and adwsthe Board on
cases of fraud detectiqrsuggesting measures

Personnel andCompensationCommitee

(i) submitting to the Board of Directors a proposal for distribution of the overall annual
compensation to the Executive Officers and Board Members, based on the information
technology market standards and following up on the payment of compensationifatne

compensation is not in line with the information technology market standards, informing said

fact to the Board of Directors;

(i) expressing an opinion on the grant of stock options or share subscriptions to the

/| 2YLIl yeQa alyl 3SaNd& yR 9YLX 28SSaT

OAAAO SELINBaaAy3a |y 2LAYAZY Zgitvel GfRerstdN® TA G &K
Employees.

Executive Officers
It will be presented intem 12.1d

b) implementation date of the fiscal council, if it is no permanent and of
O2YYAUGGSSQa ONBIFOAZY
The Fiscal Council hasn’t beeneated.Both the Personnel andCompensation Committee
and the Audit Committee were created on August 9, 2006

c) performance evaluation mechanisms of each agency or committee
This issue will be presenteditem 12.1e
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d) in relation to the executive officers members, their responsibilities and
individual powers

According meeting of the Board of Directdvieeting held onMay 4", 2015, theexecutive
officersshall have the following duties:

TheChief Executive Officeshall: implement, and cause to be implemented, the resolutions

2F GKS DSYSNIf aSSiAy3IaT NBLNBASY(HX LINBFSNIoOf
or other corporate acts of companies in which the Company takes part in, in accordance with
Paragrapma G Z A GSY O6AAAO0 2F ! NUAOEfS wHc 2F GKS [/ 2YlL
of initiative, the assignment of duties to each Vice President and officer at the time of their

respective election; respond before the Board of Directors for all the iaetivof the

organization and perform other attributions assigned to him/her by the Board of Directors;

establish plans, strategies and long term policies;

ThePresidentshall: coordinate the activities of the Vice Presidents; call and preside over the
hFFAOSNEQ YSSOUAYIAT LINRPLRAS (2 GKS hFTFFAOSNAE I
temporary absence or impediment; suggest to the Board of Directors, the sutlestif any

executive officer if there is a vacant position; respond for the growth strategy, management

of people and profitability of the organization; direct the organization in executing the

corporate strategy defined for the Company;

The Administrative and Financial Vic®residentshall: plan, organize and manage the

activities involving the support to the business of the organization comprised by the areas of

Human Resources, Information Technology, Shared Services Center of the company,
Supplies, Fdliies, Planning and Controller Department, Legal, Audit, Ensured Quality and

Process; analyze accounting records of the transactions in which the Company is a party to;

control the compliance with financial commitments in respect to legal, administrative,

budgetary, tax and contractual requirements of the operations; represent the Company in

0KS 1 dzRAG [/ 2YYAUGOGSST YIyl3S GKS OGA@BAGASEA N
management, applying financial resources;

TheBusiness Vic®residentshall: planorganize and manage the activities of the business
under his/her responsibility, complementing the traditional solutions of management
systems, proposing strategies and guaranteeing that these are maintained; and negotiate
and manage the results to be @hed, as well as the values to be invested per project and/or
business;

TheTechnology Vicéresidenta K € £ Y LX 'y SadlofAakK FyR YIFyl 3
procedures concerning research and development, innovation and improvement of
technologies ged by the Company, so as to ensure competitiveness of the new products and

solutions;

TheServices and Relationship Vid&residentshall: plan, organize and manage the activities

Ay@2t @Ay3 GKS O2YYSNDALFE NBf I (A goididatelthe2 T G KS
LISNF2NXYIFyOS 2F GKS {SNBAOS& YR wSftlFidA2yaKALl
sales guidelines and policies; promote client management; coordinate and oversee the sales

TOTVS.A Paginal25de 228



TOTVS S.4 126
REFERENCE FORM 2015 V3

and client support services areas, in accordance with aggets; manage resources for

marketing and sale and delivery guarantee of products and services; decide on guidelines

over price policies for the products; recommend launching of new products; operationalize,
implement and follow up on the processofsé6 & NBYRSNBR (2 GKS / 2YLIy

The Systems and Segments Vice Presidshall: assist the Technology Committee in their
strategic decisions involving technological and segment matters; coordinate the
performance of the Segments Officers; responddibsegments with strategies for the offer

of software and improvement of software; design and develop solutions for external clients;
suggest and accompany new systems of the Company; plan, organize and manage the
activities of production units of the ganization; plan, organize and manage the rendering

of support and assistance services, technical or not, rendered to clients;

The Marketing, Alliances and Business Models Vice Presidshall: respond for the
Institutional Marketing and Alliances; recommntk strategic alliances for the development

and operation, modules and process; plan, establish and manage all Marketing activities, as
well as develop policies, programs and budgets; respond for the creation of opportunities,
businesses, and for the salsgategy; propose and follow up on the development of new
business fronts and/or products of the Company;

The Investor Relations Officershall: plan, organize and manage the investor relations
activities; perform the acts appropriate to the Investor Relasi Officer and promote the
disclosure of information to the capital market, in accordance with the regulations issued by
the Brazilian Securities Commission (CVM); maintain and improve the relationship and
communication between the organization and thevasting public, shareholders and
LINEFSaaAzylfa 2F GKS FAYFYOALFf FNBFT LIy (K
with capital markets, domestic and/or international, monitor investment changes and
tendencies in the market and determine the apprigbe operating strategies; prepare
financial reports to be disclosed to the shareholders, and to the professionals of the financial
area,; liaise with the banking and investment communities as well as to establish relationship
with investors;

N

TheLegal Oficer shall: preferably represent the Company before legal and administrative
02RASAT FOG G2 LINRPGSOG YR RSTSYR /2YLIyeQa |
LINE@SYGADBS YSIadNBa aSS{Ay3a GKS /2YLIyeQa RS
business matters through identification of legal solutions and recommend a course of action;
2FFSNI adzLILIR2 NI F2N) GKS O2YLIX ALFyOS 27F 02NLJ2 NI
operation in all legal aspects in a preventive manner and in the litigapibare, as well as

to follow up on and inspect the operation of law firms; coordinate and oversee the
LISNF2NXIFyOS yR NBadzZ 6a 2F (GKS /2YLIlyeQa fS3l-
information and documents;

TheSegment Officershall: respond foa certain market segment of the Company; establish

iKS O2yySOtAz2y 060S0¢6SSy (GKS RS@OSt2LIYSyd 2F LINEP
strategy for the offer of software and pertinent go-market for the segment of his/her
responsability; assess tli@plementation of improvement suggestions for the development
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of products; plan and coordinate the activities of the productimit of his/her responsibility;

establish, maintain and make continuous improvements to the development of software
processes fowhich he/she is responsible; apply the best practices and most advanced
methodologies to deal with a change in development, technology and client environments;

TheServices and Relationship Officeskall: plan, define and coordinate the activities af th

sales area and the services area for the implementation of systems, referring to current and

future potential client accounts; coordinate and supervise the area of sales in reference to

the generation of business, according to the goals established doynidnagement; plan,
2NBFYATS FYR YIylFr3S GKS FTOGAGAGASE Ay@2f gAay3
clients; follow up and manage the indicators of services provided; participate in the definition

of products prices and new launchings; guide thlkes force to achieve the goals of software

production and development, including lotgrm plans, objectives and strategies; and

TheBusiness Officershall: plan, organize, establish and coordinate all the activities of the
business under their respondlity that demand specific strategies for their achievement,
proposing guidelines and ensuring that they are kept, always considering the business costs
and the scope of the expected results; adjust the strategies according to market conditions
and competiion strategies; negotiate and manage the results to be obtained, as well as the
values to be invested per project and/or business.

The Board of Executive Officer holds all the powers to carry out the acts required for the

[ 2YLI yeé Qa y 2 N IriulfilihgdS bubineds puypose, fidwvevErapecial they may

be, including waiver of rights, negotiation and agreement, subject to any applicable legal or

&l Gdzi2 NE LINE A &AA2Yyad L akKl ff 0S NBalLRyaAo
particularly:

(1) complying with and causing the compliance with these Bylaws and the resolutions of
the Board of Dectors and the Annual Meeting;

(ii) (i) annually submitting, to the appreciation of the Board of Directors, the
Management Report and the accounts of the Boafr&xecutive Officers, supported
08 GUKS AYRSLISYRSY(l FdzZRAG2NARAQ NBLRNLSE a ¢S
determined in the prior year;

(iir) (iif) proposing to the Board of Directors the annual and multiannual budgets of the
Company, itscontrollel Yy R | FFAE AF SR O2YLI yASaz +a St
plans, expansion projézand investment projects; and

(iv) (iv) deciding on any matter that is not of exclusive responsibility of the General
Meeting or the Board of Directors.

e) performance evaluationmechanisms of the members of the management
council, committee and executive officers

Boardof Directors

The membergsonduct the annual evaluation of the Board, also following the proposed action
plan on the issues identified in thisocess, with thdBoardSecretary 's support.

Audit Committee
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The audit committeanembers perform selassessments based omaestionnaire divided
into 6 chapters:

1. Composition, Structure and Activities

2. Business Knowledge

3. Processes and Procedures

4. Communicatiomnd Information

5. Financial Reporting / Internal Controls

6. Audit Functions Supervision

Executive Officers

The officersare evaluated on two occasions during the year. In the first two mgorates
evaluded their performances regardingh¢ previous yeas results based on individually
assigned indicators defined in the targetan. In the second half, each member is evaluated on
the potential matrix (9BOX) composed of:

MO & R&nt dudliy bileliveries E Airafldition to measurement of behavidrskills in
relation to the adherence of the Company Way of Being (X); and

2) dpotential axis defined on the basis of descent readiness, leadership maturity and career
stage.

The leaders of these executive officers validate this matrix on committeisssthted at the
same time the possible successor of each membelidatedin the performance calibration
committee. From there, its definedthe succession plan. Succession indicators are reported
quarterly to the Audit Committee ani the Board of Diectors.

12.2. Rules, polties and practices relating to€heral Meetings

a) Calling up deadlines
The Company General Meeting will be called up within the legal deadline with the availability
of documents that deals with CVM Instruction No. 481/09. In addiiio,S / 2 YLJ y&@ Q& DSy
Meeting resolving on the registration cancellation, except in case of Arto{&) 4f Articles of
Incorporation or its exit fronNovo Mercadgand shalbe called up with at least thirty (30) days
in advance.

b) competences
i. electingrk YR RAAYAA&AY3A lyed .2FINR 2F 5ANBOI2NEQ VY
ii. establishing the overall annual compensation of the members of the Board of Directors
and of the Board of Executive Officers, as well of the Fiscal Council, if convened;
iii. changing the Bylaws;
iv. resolving on tlke dissolution, windingip, merger, spiroff, amalgamation of the
Company or of any company into the Company;
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v. assigning share bonuses and deciding on possible splits or reverse splits of shares;

vi. approving plans for granting of stock options or share supteon to its Managers and
Employees, as well to the managers and employees of other companies directly or
indirectly controlled by the Company;

vii. resolving, in accordance with proposal submitted by management, on the allocation of
profit for the year and tvidend distribution;

viii. electing the liquidator, as well as the Fiscal Council which shall operate during the
winding-up period;

ix. resolving on the delisting from the Novo Mercado of BM&FBOVESPA;

x. NBaz2t @Aay3a 2y (GKS [/ 2 YL}l y-Be@zonpa®yNdEhIHe LIMI G A2y |
except for the provisions of Article 49 (ii) of these Bylaws;

xi. choosing a specialized company, out of the companies nominated by the Board of
5ANBOG2NBEE ¢6KAOK akKlff 6S NBaLRyaiaofsS F2NJ LI
sharedn the event of its deregistration as a publitigld company or delisting from the
Novo Mercado, as set forth in Chapter VII of these Bylaws; and

Xii. resolving on any matters submitted by the Board of Directors.

c) addresses (physical or electronic) in whidietdocuments relating to the general
YSSGAy3a oAttt o0S G GKS aKFENBK2f RSNBEQ RAAal
The Company makes available the documents relating to the general meeting in the following
websites:
-the+x{ Qa ElyfichSvehsi® f{Iotvsiom)
- CVMwebsite (www.cvm.gov.br)
- Assembleias Onlingvww.assembleiasonline.com.br)

Physical address
Avenida Braz Leme, 1632° andar¢ Sao Paule SP¢ Brazil

d) identification and management of interest conflicts
The Company does not adogty differentiated practice in relation tdhose of the Brazilian

Corporate Bw andbr CVM regulations

e)LI2oSNB 2F | 0G2NySeQa NBljdzSad o0& GKS Yl yl
right
¢KS /2YLIl yeQa YIylF3aSyYSyild 2 si@ydestaccbrdingltz€¥M O LJ2 6 S
481/09 instruction.

f) the necessary procedures for the acceptance of instruments of power of
attorney granted by shareholders, indicating if the issuer accepts power of
attorney granted by shareholders electronically

the Sharehalers shall submit the following documentation, with at least 48 (forty eight)

hours in advance of the Meeting, in addition to the identity card and/or applicable corporate
documents evidencing legal authority, as the case may be: (i) certificate isstlegidBpositary
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AyailAabddzinzy gAGKAY p O0FAPSO RIéa o0ST2NB GKS
notarized signature; and/or (iii) in the case of Shareholders whose shares are held in fungible
custody, a statement containing the relevant shaokler ownership interest, issued by the
competent body.

Shareholders may, alternatively, vote by means of Assembleias Online® platform, at
www.assembleiasonline.com.br. In order to access the electronic platform, the shareholders
shall proceed with theiregistration in such platform.

Q) maintenance of forums and pages afe World Wide Web intended to
receive and share feedback from shareholders on the agendas of meetings.
The Company has no such practice, given the costs involved.

h) live streaming ofvideo and / or audio of meetings
The Company has no such practice, given the costs involved.

i) mechanisms intended to allow the inclusion, in the agenda, of the proposals
made by shareholders.
The Company has no mechanisms to allow inclusion in the agwedproposals made by
shareholders. The General Meeting deliberatestloematters the agenda, constants of the
respective notice of meeting, save for the exceptions provided for in the Corporations Law.
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12.3. Dates and newspapers to publish the informatiorquired by Law
No. 6.404/76
Fiscal Year Publication Journalg UF Dates
31/12/2014 o Diario Oficial do Estado de S&o Pay&P | 01/29/2015
Financial Statements i
Valor Econbmicg SP 01/29/2015
02/28/2015
Diario Oficial do Estado de Sao Pay®P 03/03/2015
Calling up Ordinarghar& 2 f RS NA Q 03/04/2015
Meeting whichapproved the financial
statements 02/28/2015
Valor Econémicq SP 03/03/2015
03/04/2015
hNRAY I NE {0201K2ft RSN Diario Oficial do Estado de Sio Pau8P | 03/31/2015
Minutes which reviewed théinancial ]
statements Valor Econbmicg SP 03/31/2015
31/12/2013 o Diério Oficial do Estado de S&o Pau&P | 01/30/2014
Financial Statements _
Valor Econémicg SP 01/30/2014
02/13/2014
o Diario Oficial do Estado de Séao Payg&P 02/14/2014
Calling up Ordinarghar& 2 f RS NE& Q 02/15/2014
Meeting which approved the financial
statements 02/13/2014
Valor Econémicg SP 02/14/2014
02/17/2014
hNRAY Il NB {02 OMéeth§ RS N Diario Oficial do Estado de Sdo Payu&P | 04/03/2014
Minutes which reviewed the financial -
statements Valor Econémicq SP 04/03/2014
31/12/2012 o Diério Oficial do Estado de S&o Pau®&P | 01/30/2013
Financial Statements —
Valor Econbmicg SP 01/30/2013
01/31/2013
Diario Oficial do Estado de Sao Pau&P 02/01/2013
Calling up Ordinarghar&k 2 f RS NA Q 02/02/2013
Meeting which approved the financial
statements 01/31/2013
Valor Econémicq SP 02/01/2013
04/02/2013
hNRAYF NE {0201 K2t RSN Diario Oficial do Estado de Sdo Pau&P | 06/12/2013
Minutes which reviewed the financial .
statements Valor Econbmicq SP 06/12/2013
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12.4. Rules, policies and practices related to the Management Council

a) frequency ofmeetings
The Board typically meets four (4) times a year and extraordinarily whenever called by the
President or the majority of its member&aving a frequency of approximately 11 annual
meetings The Board meetings may be held by conference call, \didaterence or any other
communication medium that allows the identification of the member and simultaneous
communication with all other persons attending the meeting.

b) if available, the provisions of shareholders agreement which establish restriction
or linking to the voting rights exercise of the members of the council
There is no shareholders agreement.

c) identification and management rules of conflicts of interests
Upon discussion by thBoard the parties subject to possible conflict of interest and that
are Board membersabstain from voting on that matter in particular.

12.5. Description of arbitration clause to settle disputes through
arbitration

The Company, its shareholders, directors and merlof the Fiscal Council undertake to
resolve, through arbitration, any dispute or controversy that may arise between them, related
to or originated, in particular, from application, validity, effectiveness, interpretation, violation
and its effects, th@rovisions of the Participation Agreement in tNevo Mercadoin the Listing
Rules of theNovo Mercado in the Rules of Arbitration of the Market Arbitration Chamber
Sadlrof AAaKSR o0& .agC.hz9{t! 3 Ay (KS ! NBusOf Sa 27
filed at the Company, in the provisions of t@erporateLaw, in the rules issued by the National
Monetary Council, Bra@in Central Bankr CVM, in the rules of BM&FBOVESPA in the other
rules applicable to the functioning of capital markets in gahdvrefore the Market Arbitration
Chamber, pursuant to its Arbitration Rules.

Without prejudice to the validity of the arbitration clause, either party of the arbitration
proceeding shall be entitled to appeal to the Judicial Branch with the objectivieanid when
necessary, requesting provisional remedy of protection of rights, either in arbitration
proceedings already or not yet established, being that, as soon as any such measure is granted,
the competence for the merit decision will be immediatelyur@ed to the arbitration tribunal
established or to be established
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12.6. / 12.8 ¢ Composition and experience of management and fiscal

council
Name: : Laércio José de Lucena Cosentino : Elective position OtherBoard Membes / Directors
occupied: President
CPF: | 032.737.67839 - Age: 54 . Profession: Electric Engineer
Administrative Body: Board of Directors and Board of Executive Term of officer: | OSM* 2016
Officers
Description of Efective Board Member and CEO.
other position:
Election date: 03/14/2014 Inauguration 03/14/2014 | Elected by the No
date: controller:

Other positions and functions performed in the issuer: | CEO (election; 05/04/2015 / Inauguration date:
05/04/2015 / Term of officer: OSM 2017) aRdrsonnel
and Compensation Committee Member

ProfessionaExperience / Statement of any convictions:

In the last 5 years, Mr. Cosentino acted as the TOTVS Board President and TOTVS CEO. He was director of Sl
1978 and 1983 and founded the company in 1983, acting as partner manager. Mr. Cosentinb dzth& 2 NJ 2 1
FYR LLLéXY d2AyR24aé3 a.NITAE Aa y20 wraalz Ad Aa
member of Redecard S/A Board of Directors and President of Endeavor Board of Directors. He is graduated i
Engdneering by the WiversidadePolitécnicade Engenharia de 8&aulo.

Name: = Pedro Luiz Barreiros Passos | Elective position occupied: Chairman
CPF:  672.924.6101 - Age: | 63 . Profession: Production Engineer
Administrative Body: = Board of Directors . Term ofofficer: OSM 2016

Election date: = 03/14/2014 = Inauguration date: | 03/14/2014 = Elected by the controller: | No
Other positions and functions performed in the issuer: -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Passasted as Chairman of the Trustee Council of IEDI (Instituto de Estudos
Desenvolvimento Industrial), VieRresident of the Trustee Council of FNQ (Fundag&o Nacional da Qualidad
acted as member of the Board of of IPT (Instituto de Pesquisaoldgicas), Fundacdo SOS Mata Atlantica, Inst
Empreender Endeavor, Funda¢éo Dom Cabral and at TOTVS S/A. He has a long career in Natura, a cosmet
that he joined in 1983 as a general manager of one of the companies of the group. Mr. Ralsisoa B.A. ir
Production Engineering by Escola Politécnica de Engenharia da Universidade de S&o Paulo and in
Administration by Fundacao Getulio Vargas.

Name: | Pedro Moreira Salles | Elective position occupied: Independent Board Member
CPF: | 551.222.56772 - Age: 55 . Profession: | Economist
Administrative Body: ' Board of Directors . Term of officer: OSM 2016

Election date: = 03/14/2014 = Inauguration date: = 03/14/2014 ' Elected by the controller: = No
Other positions and functions performed in the issuer: | President of thePersonnel andCompensation
Committee

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Salles acted as vice president of Ita Unibanco Holding and currently he is the Board
of Itad UnibancdHolding S.A., general director of Brasil Warrant S.A., a holding of Grupo Moreira Salles, and p
of Cabuhy Investimentos. He began working at Unibanco in 1988 as a member of theBb&edtorsand became
President in 1997. In April 2004, he vescted Unibanc&EO, servingntil 2008. Mr. Salles holds a B.A. magna c
laude in economy and history by University of California. He took the Master program in International Relatior
Yale University, USA, and Owners & Presidents Management Rragtdarvard University.

Name: | Sérgio Foldes Guimardes = Elective position occupied: : Independent Board Member

CPF: | 014.873.97%3 CAge: 43 - Profession: | Systems Analyst

Administrative Body: ' Board of Directors ' Term of officer: OSM 2016
Election date: | 03/14/2014  Inauguration date: | 03/14/2014 | Elected by the controller: = No

Other positions and functions performed in the issuer; -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Guimaraes acted as Superintendent of the BNDES International area, where he joined
tender in 1993. He acted in several activities in the industrial, financial and capital market areas at BNDES. H
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B.A. in Computex by URFJ (1992) and a Master Degree in Business Administristagor in Finance by PUC RIC
(2001). He also concluded the IMPMternational Masters in Practicing Management from McGill University in 2

Name:

German Pasquale Quiroga

Eledive position occupied:

ViceChairman

Vilardo

CPF: | 009.943.22771 CAge: 47

. Profession:

Electronic Engineer

Administrative Body: - Board of Directors

- Term of officer: OSM 2016

Election date: = 03/14/2014

- Inauguration date: | 03/14/2014 | Elected by the controller:

No

Other positions and functions performed in the issuer: -
Professional Experience / Statement of any convictions:
In the last 5 years, Mr. Quiroga acted as CEQ®ava Pontocom, member of theoBrd of Directors of Sequoia
Desenvolvimento Imobiliario S.A=Plataforma and Hub. He also acted as CIO and CMO at Cyrela Brazil, fot
Pontofrio.com (now Globex Utilidades S.A.), where he acted as CEO and member of the board of directors
2008 and 2011. Mr. Quiroga founded TV1.com, where he was CEQL&®4nto 1999, founded Americanas.co
where he served as CIO and CMO from 1999 to 2004. He is graduated in electronic engineering frtmstituto
Militar de Engenharia (1991) and is master in digital system from Escola Politécnica da Universi8adePaello

(1994).

Name: @ Maria Helena dos Santos : Elective position occupied: | Independent Board Member
Fernandes de Santana

CPF: | 036.221.6180 ~Age: 55 . Profession: | Economist

Administrative Body: - Board of Directors - Term of officer: OSM 2016

Electiondate: = 03/14/2014 | Inauguration date: . 03/14/2014 ' Elected by the controller: = No

Other positions and functions performed in the issuer; President of theAudit Committee

Professional Experience / Statement of any convictions:

Mrs. Maria Helena dos Santos Fernandes de Santana holds a degree in economics by the Universidade de
¢ USP (1990F5he is Board member and President of the Corporate Governance Committee the Companhia B
de Distribui¢cdo (CBD), and memludrthe Board the CPFL Energia S.A. In the past 5 years, she was Presider
Brazilian Securities Commissjdrom 2007 to 2012, having acted as director at the samétiri®n from 2006 to
2007. Mrs. Santana also was president of the ExecuB@mmittee of the International Organization of Securit
Commissiong, IOSCO. From 1994 to 2006, served as Superintendent of Corporate Relations and Special
Manager at S&o Paulo Stock Exchange.

Name: | Rodrigo Kedée Freitad ima = Elective positon occupied: | President Director

CPF: | 013.620.53724 -~ Age: | 43 - Profession: . Mechanical and Industrial Engineer
Administrative Body: - Board of Executive Officers - Term of officer: OSM 2017
Election date: = 15/06/2015 | Inauguration date: 15/06/2015 = Elected by thecontroller: No

Other positions and functions performed in the issuer; -

Professional Experience / Statement of any convictions:

Mr. Rodrigo Kede Lima holds a degree in mechanical and industrial engineering by the pela Pontificia Univ
Catolica do Rio de Janer®UC/RJ (1995) and MBA in Finance by the Instituto de Ensino e Pesgsiser (1999).
Mr. Kede is responsibleif conducting the growth strategy, operations, people and leading the Companys
presidencies. He served as Chief Executive Officer (CEO) of IBM Brazil until May 2015, where he previ
Technology Services Vice President from 2011 to 2012, Bihificial Officer for Latin America (CFO Latam) f
2009 to 2011, and Brazil Chief Finance Officer (CFO Brazil) from 2006 to 2009.

Name: | Romero Venancio Rodrigues Filk Elective position occupied:: Independent Board Member

CPF: | 013.620.53724 - Age: 37 . Profession: Mechanical and Industrial Engineer
Administrative Body: ' Board of Directors . Term of officer: OSM 2016
Election date: | 10/22/2014  Inauguration date: | 10/22/2014 | Elected by the controller: = No

Other positions and functions performed in the issuer; -

Professional Experience / Statement of any convictions:

Mr. Romero Venancio Rodrigues Filho holds a degree in mechanical engineering and computer scienc
Universidade de Sdo PauJ&SP (2002), and also attended the executive education progratectronic commerce
from Harvard Business School. He is currently the worldwide Chief Executive Officer for price comparison p
in Naspers, and Board of Directors Member of Wayfair, PayU Global, lédgrimatica, Endeavor Brazil aktbvile.
In 1998 founded the Buscapé (www.buscape.com.br), where he served as Chief Executive Officer (CEO) un
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Name: | Danilo Ferreira da Silva Elective position occupied:: Independent Board Member

CPF: | 29485433808 - Age: 32 . Profession: Lawyer
Administrative Body: | Board of Directors . Term of officer: OSM 2016
Election date: | 06/10/2015 | Inauguration date: | 06/10/2015 | Elected by the controller: | No

Other positions and functions performed in the issuer: -

Professional Experience / Statement of angnvictions:

Mr. Danilo Ferreira da Silva has a degree in Social and Legal Sciences fr@anflif@s, a specialization
economics from Unicamp, a specialization in Capital Markets from FGV and an MBA in Management from F
University. Over th@ast five years, he served as deliberative counselor, adviser to the president and is currer
administrative and financial officer of Petros and member of the board oflEras

Name: = Rodrigo de Queiroz Casert. Elective position occupied: Serviceand Relationship Viee
President

CPF: | 071.623.02750 “ Age: | 39 . Profession: Engineer

Administrative Body: . Board of Executive Officers . Term of officer: OSM 2017

Election date: = 05/04/2015 = Inauguration date: = 05/04/2015 ' Elected by the controller: = No

Other positions and functions performed in the issuer: -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Caserta acted as Service and Relationship Vice President, Market Strategy Vice
having previously been thBusiness Director responsible for TOTVS Consulting. Caserta holds a B.A. in Pr
Engineering by Universidade Federal do Rio de Janeiro (UFRJ), graduated in 1998, and a MBA in Corporate
IBMEC Rio de Janeiro, graduated in 2003. Beforengpthe Company, he worked for Accenture do Brasil for 10 ye
where he reached the position of Senior Resources Division Manager (Natural Resources), and for one year
Consulting, as Commercial Director for Utilities and Oil & Gas. In additisrgriked throughout his career in sever
strategic projects of Business and Systems Consulting in Brazil and abroad.

Name: = Marilia Artimonte Rocca: Elective position occupied: Business VicPresident
CPF:  252.935.04%1 S Age: 41 . Profession: | Business\dministrator
Administrative Body: | Board of Executive Officers . Term of officer:
Election date: = 05/04/2015 = Inauguration date: | 05/04/2015 | Elected by the controller:
Other positions and functions performed in the issuer: -

ProfessionaExperience / Statement of any convictions:

In the last 5 years, Mrs. Rocca acted as partner at Mde Terduf@®Naturais, since 2008s partner manager o
Solocorp Inc, holding participation in emerging comparsege 2007asmember of the Board dDirectors of Instituto
Endeavor, TOTVS S/A and at Insper. For nearly 10 years, she has started and managed third sector organiz
acted as General Director of Fundagdo Brava, argéion focused on managirige public sector and third sect@nd
asco-founder and general director of Endeavor Brasil the main NGO to support innovative entrepreneurs. Mrs
holds a B.A. in business administration by EAESY, Sao Payland also an MBA from Columbia Business Scho
NY, USA. She was selectedHienry Crown Fellowship of Aspen Institute, which she is part of since 2006.

OSM 2017
No

Name: = Weber George Canova: Elective position occupied:: Technology Vic®resident

CPF: | 083.844.8582 - Age: 52 . Profession: | Engineer
Administrative Body: - Board of Executiv®fficers - Term of officer: OSM 2017
Election date: | 05/04/2015 = Inauguration date: = 05/04/2015 = Elected by the controller: = No

Other positions and functions performed in the issuer: | -
Professional Experience / Statement of any convictions:

Mr. Canova, inhe last 5 years, served as ViPeesident ofTechnology and VieBresident of Innovation anc
Technology, havingined the Company in 1995le holds a B.A. in Electronic Engnivegeby Maua Engineering Schao
and started his career in 1984s programming dealoper, havingvorked in IT projects in variougaors and large
companies suchs banks and insurers, among them, /A&furosand Banco Nacional, currently Itaddnibanco.
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Name: = Alexandre Mafra Guimardes Elective position occupied: Administrative andrinancial Vice
President
CPF: | 681.592.77687  Age: | 43 . Profession: | Electric Engineer
Administrative Body: ' Board of Executive Officers . Term of officer: OSM 2017
Election date: | 05/04/2015 : Inauguration date: | 05/04/2015  Elected by the controller: . No
Other positions and 4unctions performed in the issuer: | Personnel and Remuneration Committeaber

Professional Experience / Statement of any convictions:

In the last Syears, Mr. Guimardes served as Administrative and FinanciaPvisédent, Infrastructure and HR \Ac
President andHuman Resources and Shared Services Mand&geviously, he was thgéinancial Director of TOTV
having joined the Company in March, 20@g Planning DirectoPrior to joining the Company, heorked forAmBev
for 12 years, where he started as trainee and served in several units and at the Central Management as
Administrative Manager, Plant General Manager, National Manager of ¢i@laBervices and Planning a
Performance Management Director. He holds a B.A. in Electric Engineering in 1994 by Universidade Federal
Gerais and completed in 1997 his graduation in Corporate Finance by Fundacgao Getulio Vargas.

Name: | André Bréas Nunes de Lima | Elective position occupied: @ Business Officer

CPF:  023.700.83€03 - Age: 40 . Profession: Systems Analyst

Administrative Body: | Board of Executive Officers . Term of officer: OSM 2017
Election date: | 05/04/2015  Inauguration date: : 05/04/2015 ' Elected by the controller: = No

Other positions and functions performed in the issuer: -

Professional Experience / Statement of any convictions:

In the past 5 years, Mr. Bretas acted as TOTVS Development Director, joining the Company as of the incorp
RM Sistemas, where he started his career in 1995. He served as team leader of software developm
customization in Minas Gerais andtbé service team in Sdo Paul@ving als@cted as facilitator in the technologic
innovation project of management software and in the development of RM brand implementation methodbio
2011, he served as professor at IBMEC. Hessseed as a comndtant in architectureand software development i
somecompanies. He holds a B.A. in Computer Science by Pontificia Universidade Catdlica de Mindsa@@ern
graduated in 199%nd completed in 2001 a specialization in business management and IT by FGV

Name: | Denis Del Bianco . Elective position occupied: Business Officer
CPF:  071.651.94703 - Age: 39 . Profession: Systems Analyst
Administrative Body: | Board of Executive Officers . Term of officer: OSM 2017

Election date: | 05/04/2015 : Inauguration date: . 05/04/2015 ' Elected by the controller: = No

Other positions and functions performed in the issuer: | -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Del Bianco served as TOTVS Business Director, being responsible fooisDEME, with
emphasis on the development and implementation of offerings to various segments. Before, he acts as a inde
consult from TOTVS Consultirgince 2007. Prior to joining the Company, he acted for 9 years in the cons
division of A&centure do Brasil with the last 14 months as Senior Manager for the Energy segment, respons
sales and development of Technologgd Restructuringprojects. Mr. Del Bianco holds a B.A. in Computers
Universidade Federal do Rio de Janeiro (1998)@ostgraduate in Business Management by IBMEC, Rio de J:

(2003).

Name: : Flavio Balestrin de Paiva Elective position occupied: Marketing, Alliances and
Business Models Viee
President

CPF:  184.410.97901 - Age: 43 . Profession:  Business Administrator

Administrative Body: ' Board of Executive Officers . Term of officer: OSM 2017

Election date: | 05/04/2015 | Inauguration date: : 05/04/2015 ' Elected by the controller: = No

Other positions and functions performed in the issuer: -

Professional Experience / Statemenf any convictions:

In the last 5 years, Mr. Balestrin acted at TOTVS as Market Strategy and Channels, Daecigpreviouslyserved
as Human Relations Director between 2002 and 2B@7gaduated in Business Management from Fundagéo Get
Vargasdn 1993, took several executive training in Human Resources and marketing in FGV, IBMECramdi&£30
Dom CabralMr. Balestrin is responsible for the Alliances, Channel’s Management and Marketing areas.
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Name: | Gilsinei Valcir Hansen Electiveposition occupied: Systems and Segments \feeesident
CPF:  851.310.32%20 - Age: | 41 . Profession: Business Administrator
Administrative Body: . Board of Executive Officers . Term of officer: OSM 2017

Election date: | 05/04/2015 ' Inauguration date: | 05/04/2015 | Elected by the controller: | No

Other positions and functions performed in the issuer: : -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Hansen acted as \Hoesident of Systems and Segments and Business Director at 1
(segmetis management). Before, he was the Business Development Managgonsible for the execution of th
M&A projects in Datasul. Before joining the Company, he was parttiegctor of Sales and Marketing at Te
Solutions Tecnologia da Informacéo LtHe is gaduated in Business Management from UniversidddeéRegiao de
Joinville in 1995 (also pegraduatedin Marketing, Communication and Business from the same institytol
Production Engineering from Universidade do Estado de Santa Catarin&laksen was also professor of tt
marketing and entrepreneurship at the higher education institutions: Associacdo Catarinense de Ensi
Faculdade Cenecista de Joinvitletween 1998 and 2006.

Name: | Gilsomar Maia Sebastido Elective position occupied:: Investor Relations Officer
CPF:  174.189.28807 - Age: 39 . Profession: Bachelor in Accounting Sciences
Administrative Body: | Board of Executive Officers . Term of officer: OSM 2017

Election date: = 05/04/2015 | Inauguration date: | 05/04/2015 = Elected by thecontroller: No

Other positions and functions performed in the issuer: -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Gilsomar Maia Seid@sacts as Planning, Corporate Finan&and M&A officeat TOTVS
Between 2006 and 20Q'he was the process and risk managelf @TVS. Mr. Sebastido made his career at Ern
Young Auditores Independentes, acting in audit assuranogegis between 1996 and 2004. Headuated in
Accounting Sciences from Uargidade Mackenzie in 2000, and attended P@saduation in Capitals Market fror
FEAUSP in 2006.

Name: | Gustavo Dutra Bastos = Elective position occupied: | Segment Officer

CPF: | 026.942.41646 - Age: 39 . Profession: | Business Administrator
Administrative Body: - Board of Executive Officers - Term of officer: OSM 2017
Election date: | 05/04/2015 : Inauguration date: | 05/04/2015 | Elected by the controller: = No

Other positions and functions performed in the issuer: | -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Bastos acted as ServiceRaldtionship Director aIOTVS, and Executive Director of Date
Servigos (respondib for the hosting, education andax solutions and service desk offegs). He has technical
education in IndustrisComputers from Centro Federal de Educacdo Tecnolégica de Minas Gerais and grad
Businesdanagement from UFM@G Universidade Federal de Minas Gerais, in 2000.

Name: | Lélio de Souza Janior = Elective position occupied: Service and Relationshipfficer

CPF: | 988.963.341 - Age: 41 . Profession: Mechanical Engineer

Administrative Body: - Board of Executive Officers - Term of officer: OSM 2017
Election date: | 05/04/2015 | Inauguration date: : 05/04/2015 ' Elected by the controller: = No

Other positions andunctions performed in the issuer: -

Professional Experience / Statement of any convictions:

In the last 5 years, Mr. Lélio acted as Business Director at TOTVS, with focus on strcturing the Consulihdg &
Services areas and Private OperatidBsfore joining the Company, he acted for 3 years at COONEP (Coopé
Nacional de Engenharia e Projetosflaonsulting projects for therergy segrent for 8 years at Accenture do Bras
where he reached the position of Senior Manager working interisefgchnology projects aimed at the oil and g
segnent inside and out of Brazil. He isaduated in Mechanical Engineering from Universidade Federal de M
Gerais (UFMG) 1997, postgraduated in Production Engineeringnd certified in APICS/CPIM (tifeed in
Production and Inventory Management).
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Name: Mauricio Dias Couto Elective position occupied: g(;fri\élecres and Relationship
CPF:  262.892.79%8 - Age: 41  Profession: = Business Administrator
Administrative Body: . Board of Executive Officers . Term of officer: OSM 2017

Election date: | 05/04/2015 | Inauguration date: : 05/04/2015 ' Elected by the controller: = No
Other positions and functions performed in the issuer: -
Professional Experience / Statement of any convictions:

In the last 5 years, hacted as Relationship & Services Officer at TOTVS, being responsible to deliver proje
demands to large accounts, as well as being responsible for the application outsourcing offering. Acted in
Consulting Services franchise as large accounices officer. Mauricio was CIO of Time for Fun and Consulta
Accenture, acting in large (ERP) management system implementation projects in Brazil and Europe. Mr. Co
18 years of experience in Information Technology and Consulting Servicés gaaduated as Business Administra
by FASP, and pegtaduated in Marketing by ESPM.

Name: | Deborah Kirschbaum Elective position occupied:  Legal Officer

CPF:  261.782.92%4 - Age: 38 | Profession:  Lawyer

Administrative Body: . Board of Executive Officers . Term of officer: OSM 2017
Election date: | 05/04/2015 | Inauguration date: : 05/04/2015 ' Elected by the controller: = No

Other positions and functions performed in the issuer: -

Professional Experience / Statement of any convictions:

In the past 5 years, Ms. Kirschbaum acted as Legal Manager of Suzano Papel e Celulose S/A, Legal N
Companhia de Bebidas das AmericAmBev and as assessor to the president of Banco Nacional do Desenvolvi
Econdmico e SociaBNDES. ActualMs. Kirschbaunhols a Bachelor degree and a PhD in Law from the Unive
of S&o PauleUSP, a Masters Degree from the University of Chicago Law School and was a visiting scholar a
University Law School.

Name: | Marcelo Eduardo Sant'anr@osentino = Elective position occupied: Business Officer

CPF:  306.743.30846 - Age: 32 | Profession: Business Administrator
Administrative Body: . Board of Executive Officers Term of officer: | OSM 2017
Election date: | 05/04/2015 | Inauguration date: | 05/04/2015 | Elected by the controller: = No

Other positions and functions performed in the issuer: | -

Professional Experience / Statement of any convictions:

In the last 5 years Mr. Cosentino acted as Financial Planning, M&A and International Markets Officer.al$®
responsible for the IT anrea until 2009. Nowadays, he acts as International Operations, Ventures and M&A [
He graduated in business management from Pontificia Universidade Catolic&WC2005.
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and compensation statutory

Type of
Committee

Position held

Name Profession Date¢ election Term of officer
CPF Age Date¢
Other positions at the inauguration

company

Audit
Committee

Member of the
committee
(effective)

Charles Barnsley Holland Bachelor in 01/27/2014 2 automatically
Accounting renewable
Sciences years
379.343.25800 01/27/2014

72

Independent member since May 2007. Mr. Holland has an accounting degree frol
Federal University of Rio de Janeiro and an MBA from Wharton, USA. He is a membe
Institute of Corporate Governance (IBGC) and director of ANEFAC, the associatiamoef
executives. He serves on the fiscal council of pubkaly private held companie2 NGOs
and independent Board member in private companies. He was partnErrest & Young
and has authored more than 200 articles on accounting, audit, businegss ethxation
andeconomics and is panelist of several of the aforementioned subjects.

Member of the
committee
(effective)

Gilberto Mifano Business 01/27/2014

Administrator

2 automatically
renewable
566.164.73872 01/27/2014 years

65

Member of the TOTVS Audit Committéee is also a partner at Pragma Gestéo de Patrin
and independent board member of Cielo SA, Ambar S/A, member of the Governai
Sustainability Council of Santander and consultant to the Audit, Risk and Finangetteg
of Natura S.A. From 1994 to 2009, he acted as CEO of Bovegpk exange of Sao Pg
and CBLEBrazilian Clearing and Depository Corporation. Subsequently, from 2008 t
he was Chairman of the Board of BM&F S.A., being responsible forehton of CBLC 4
Gb2@d2 aSNDOFR2¢é¢X LISNF2NYAYy3 GKS Lth 27F

and BM&F in 2008. From 2005 to 2012 he was chairmanpvesdent and president of t
IBGG Brazilian Institute of Corporate Governance. Previguse was executive officer
banks and financial companies in Brazil. He holds a degree in Business Administraf
GKS {OK22f 2F .dzaAySaa ! RYAyAadNr A2y

President of the
committee

Maria Helena dos Santos Economist 01/27/2014

Fernandes de Santana

2 automatically

renewable years
55 01/27/2014
036.221.6180

Mrs. Maria Helena dos Santos Fernandes de Santana holds a degree in eco
by the Universidade de S&o PaoUSP (1990)She is Boardnember and
President of the Corporate Governance Committee the Companhia Brasile
Distribuicdo (CBD), and member of the Board the CPFL Energia S.A. In thq
years, she was President of the Brazilian Securities Commigsion 2007 to
2012, havig acted as director at the same fitgtion from 2006 to 2007 Mrs.

Santana also was president of the Executive Committee of the Internat
Organization of Securities Commissi@n¥DSCO. From 1994 to 2006, served
Superintendent of Corporate Relatisand Special Projects Manager at Séo P
Stock Exchange.
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Compensation | Member of the Laércio José de Lucena Electric 01/27/2014 2 years
committee committee Cosentino Engineer

(Effective)
032.737.67839 54 01/27/2014
Board Member and CEO
Member of the Alexandre Mafra Guimardes | Electric 01/27/2014 2 years
committee Engineer
(Effective)
681.592.77687 43 01/27/2014
Administrative and Financial
VicePresident
Member of the Paulo Eduardo Saliby Business
committee Administrator
(Effective) 272.400.04805 01/27/2014 2 years
38
- 01/27/2014
President of the Pedro Moreira Salles Economist 01/27/2014 2 years
committee
551.222.56772 55 01/27/2014
Member of the Management
Board
12.9. Existence of maritatelationship, stable union or family relationship
up to 2nd degree regarding Company administrators, controlled and
controlling companies
Name CPF Company | CNPJ Type of relationship
with the administrator
Position of the Company or
controlled company
Laércio José de Lucena Cosentino 032.737.67839 TOTVS S.A| 53.113.791/000422
Board Member andCEO Son (1st degree of
Marcelo Eduardo Sant'anna Cosentin¢ 306.743.30846 TOTVS S.A| 53.113.791/000422 | blood relationship)
Busines©fficer
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12.10. Subordination relationships, services relationship or control
between the administrators and controlled, controlling and others

Fiscal year: 2014

Identification CPF/CNPJ Type of relationship of the Type of related person
Administrator with the related person

Position/Job

Company administrator

Laércio José de Lucena Cosentino 032.737.67839 Control Supplier

Board Member, CEend Member of the Compensation Council

Related person

VIP Empreendimentos e Participagbes 03.936.026/000434
Ltda.

Partner

Note
Lease agreement between TOTVS and the related person

Company administrator
Laércio José de Lucena Cosentino 032.737.67839 Control Supplier
Board Member, CE&nd Member of the Compensation Council

Related person

VIP Ill Empreendimentos e Participagde: 05.998.065/000191
Ltda.

Partner

Note
Lease agreement between TOTVS and the related person

Company administrator
Laércio José de Lucena Cosentino 032.737.67839 Control Supplier
Board Member, CE&nd Member of the Compensation Council

Related person
VIP IV Empreendimentos e Participacde 07.951.381/000433

Ltda.
Partner

Note
Leae agreement between TOTVS and the related person

Company administrator
Marcelo Eduardo Sant'anr@2osentino 306.743.30846 Control Supplier
Business Officer

Related person

VIP Empreendimentos e Participagfes 03.936.026/000134
Ltda.

Partner

Note
Leae agreement between TOTVS and the related person
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Company administrator
Pedro Moreira Salles 551.222.56772 Control Supplier
Independent Member of the Board of Directors

Related person
ITAU CORRETORA DE VALORES S.A. 61.194.353/000164

Indirect Controllethrough E. Johnston
Representacédo Participagdes S.A.

Note
Stock Bookkeeping and Stock option plan management services.

Company administrator
Pedro Moreira Salles 551.222.56772 Control Supplier
Independent Member of the Board of Directors

Related person
Banco Itall BBA S.A. 17.298.092/000430

Indirect Controllethrough E. Johnston
Representacédo e Participacdes S.A.

Note
Financial applications;ollection serviceand bank guarantee

Company administrator
Pedro Moreira Salles 551.222.56772 Control Client
Independent Member of the Board of Directors

Related person
Itatl Unibanco S.A. 17.298.092/000430

Indirect Controllethrough E.
Johnston Representacéo e
Participacdes S.A.

Note
Software and IT servicetient.

Company administrator
Pedro Moreira Salles 551.222.56772 Control Supplier
Independent Member of the Board of Directors

Related person
Itat Vida e Previdéncia S.A. 92.661.388/000190

Indirect Controllethrough E.
Johnston Representac&o
Participacdes S.A.

Note
Services of Private pension plan management.

Company administrator
Sérgio Foldes Guimaraes 014.873.97763 Subordination Creditor
Independent Member of the Board of Directors

Related person
Banco Nacional do 33.657.248/000489

Desenvolvimento Econdmico e
Social (BNDES)
Administrator

Note
PROSOFT Financing line, PSI and Social Investments.
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Company administrator
Sérgio Foldes Guimaraes 014.873.97763 Subordination Creditor
Independent Member othe Board of Directors

Related person
BNDES Participagdes S.A. 00.383.281/000409

Administrator

Note
Debentures

The table above comprehends the year of 2014, 2013 and 2012.

12.11. Agreements, including insurance policies, for payment or
reimbursement of expenses borne by the administrators

Ly tAYS 6A0GK (GKS /2YLIyeéQa AyadzaNI yOS KANARy3
Administrators and Directors, aiming at ensuring to the Company’s administrators the
reimbursement of theamounts paid as indemnification arising from damages caused to third
parties or to the Company, during the regular exercise of their activifié® current policy

number 1104002069 (Insurance plan recorded at SUSEP undelbiil4.00712/20057),

celebrated between Ital Seguros S.A., is in effect until June 1, 2015 and has a maximum
indemnification limit of R$40.00 million.
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12.12. Other relevant information

Following Novo Mercado Rules, the Company discloses the positions held in other companies
by Bard Member:
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