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[bookmark: OLE_LINK1][bookmark: OLE_LINK2][bookmark: _GoBack]Operator: Good morning. Welcome to TOTVS’s 2Q15 results conference call. Today we have Mr. Rodrigo Kede, President, Mr. Alexandre Mafra, CFO, and Mr. Gilsomar Maia, IRO.
We would like to inform you that all participants will be in a listen-only mode during the Company’s presentation. After TOTVS’s remarks, there will be a question and answer session for investors and analysts, when further instructions will be given. Should any participant need assistance during this call, please press *0 to reach the operator.
Today’s live webcast may be accessed through TOTVS’s website at ir.totvs.com.
Before proceeding, we would like to mention that during this conference call, forward-looking statements may be made relating to TOTVS’s business prospects, operational and financial estimates and goals, based on the beliefs and assumptions of TOTVS’s management and on information currently available. Forward-looking statements do not guarantee performance. They involve risks, uncertainties, and assumptions because they relate to future events and therefore depend on circumstances that may or may not occur. Investors should understand that general economic conditions, industry conditions, and other operational factors could also affect TOTVS’ future results and could make these results differ materially from those expressed in such forward-looking statements.
Now, I will turn the conference over to Mr. Alexandre Mafra, who will begin the presentation. Mr. Mafra, you may begin the conference.

Alexandre Mafra: Good morning everyone. Thank you for participating in our earnings conference call regarding the second quarter of 2015.
Before talking about the earnings, I would like to go through the main events of the quarter presented on slide 2.
The first event was the election of Rodrigo Kede as President of TOTVS, replacing Laércio Cosentino, founder of the Company, who will remain as CEO during a transitional period of up to three years.
Once the transition is concluded, Kede will hold both the President and CEO positions, while Laércio will remain as a board member and president of the Strategy and Technology Committee, and will be candidate to reassume the Chairman of the Board of Directors.
I wish to highlight how this transition is being conducted in a planned and transparent manner, and without any disruption, following the succession plan.
The second event was Universo TOTVS, our biggest annual event which this year had a record audience of more than three thousand visitors, including clients, prospects, franchisees and solutions partners.
Apart from the innovations for each of the 10 segments, the event showcased the TOTVS Intera, TOTVS Cloud Platform, TOTVS Mobile First and three new Fluig cards: LMS, Gamification and Messaging.
(i) TOTVS Intera is our new subscription model that gives clients unrestricted and simultaneous access to all TOTVS solutions, enabling the use in any of the clouds certified by TOTVS or in the customer’s own premises, whichever is more convenient.
(ii) TOTVS Cloud is our platform for managing our solutions in clouds certified by TOTVS, with elastic application, which means that clients can expand or reduce the use of cloud-based services according to their needs. In fact, AWS was the first cloud partner certified by TOTVS.
(iii) TOTVS Mobile First which means that our focus in research, development, partnerships and products that will be adapted and already built for mobile platforms.
(iv) LMS is the Fluig card for training management of client’s teams, with self-learning, monitored and collaborative learning resources, as well as options for questioning database, appraisals and feedback.
(v) Gamification is the Fluig card that allows parameterization of diverse goals in an organization to increase productivity and/or quality of tasks performed in a company. Through online games, employees participating in the game receive their individual targets and, after concluding each stage, receive points and progress towards their proposed target.
(vi) Messaging, in line with our mobile first strategy, is an application for real-time collaboration that allows users to send text, voice and images with notes, and to hold video conference calls through mobile devices or computers, with the option to save the chat as a document in Fluig. The Messaging combines the main features of collaboration and social networking tools for the consumer market (friendly interface, simple and fast) with the needs of the corporate world (collaboration, security, agility and productivity).
The third event was the announcement of interest on equity of approximately seventeen cents of Reais per share, relating to the first half of 2015, which is 34% higher than in the first half of 2014. The interest on equity will be paid on August 19.
Now, I turn the presentation to Maia for his comments on the results of the quarter, starting from slide 3.
Gilsomar Maia: Thanks Mafra and good morning to all.
Total revenue in the quarter grew 2.7% year on year. This performance below our average was essentially due to the worsening economic activity and the transition to the subscription model.
This transition to subscription, combined with the inherent resilience of the business model, positively contributed to the 8.8% growth in recurring revenues. In contrast, non-recurring revenues, which decreased 6% in the same period, were adversely affected by both the macroeconomic scenario and the transition to the subscription model. The combination of these contrasting dynamics resulted in recurring revenues accounting for 62.5% of total revenues, an increase of 3.5 percentage points from 2Q14. 
Moving to slide 4, we have the revenue breakdown between software and services business segments.
Here, it is evident that the decrease in non-recurring revenue, commented in the previous slide, had a lower impact on the services business, which grew 10.3% year on year. This growth was influenced by other services not directly related to software implementation, which accounted for about one-third of total revenue from services, notably led by the consulting division, which grew 27% in the period.
Software revenue decreased by 0.3% year on year and by 4% quarter on quarter, chiefly due to the decline in license fee revenue, as shown in the breakdown of software revenue on the next slide.
On slide 5, we can see that recurring revenue from software grew 8.2% year on year, with maintenance revenue growing 6.8%, which is almost 3 percentage points above the average 12-month IGP-M index from July 2014 to June 2015.
Despite the IGP-M level, the lower license sales in previous periods and the reduction in maintenance due to defaults and to partial cancellations requested by clients that reduced their headcount, maintenance revenue remained stable between the quarters.
As a result, subscription sales, which grew 19% year on year, were the key growth driver of recurring revenues from the quarter, accounting for 12.5% of total recurring revenues from software.
Non-recurring software revenue, which consists of license fee revenues, decreased 26.7% year on year. As commented earlier, two factors adversely affected this line: 
First, the decline in economic activity, which made the sales cycle longer, especially in the case of large accounts. However, despite this adverse scenario, license sales to existing clients grew 14.3% quarter on quarter after excluding the seasonal revenue regarding the incremental fee from the corporate model in 1Q15.
The second effect was the transition to the subscription model, which, despite being in its initial stages, absorbed a portion of the sales pipeline of new clients, especially smaller clients. Please, let us now move to slide 6, which provides a consolidated view of client additions.
Here, the transition becomes clearer when we compare the growth in client additions between the licensing model and the subscription model. Together, both models added one thousand three hundred and ninety-nine new clients in the quarter, an increase of 5.3% over 1Q15 and pretty close to the number in 2Q14. 
The year-on-year decrease of 31% in the licensing model was offset by the 32% growth in the subscription model, which accounted for 64% of the total additions in the quarter. 
This increase in the number of new clients combined with the 109% growth in average ticket resulted in an increase in the monthly revenue from new subscription clients of 177% year on year and 75% quarter on quarter.
Average ticket from new subscriptions should naturally increase as acceptance of TOTVS Intera progresses, since its target market is bigger than that for Fly01 solutions, which are geared to microenterprises and accounted for a relevant part of subscription sales volume in previous periods.
These initial results from the subscription model reaffirm our belief that we are on the right track and that there is much to be done. 
We know that, by the method used for recognition of subscription revenue, we could have negative short-term impacts on revenues and margins, especially when the market scenario has a more negative impact on license sales, as was the case in the quarter.
On the other hand, subscription is more profitable in the medium to long term and is a clear option for companies to use technology to be more competitive, especially during adverse market moments. 
Moving now to slide 7, we have the software contribution margin. Software costs and expenses are more fixed in nature and the growth of these costs and expenses slowed down significantly, from growth of 10.6% in 12 months to 5.4% year on year and a drop of 0.5% quarter on quarter. However, this reduction in costs and expenses was lower than the decline in revenues, which resulted in a decrease in software contribution margin by 180 basis points year on year.
Software is a scalable business as it has a predominantly fixed cost structure. In this regard, we see this margin reduction as something transitory, since the subscription model should positively impact the margin contribution of this business in the medium to long term.
Moving now to services contribution margin on slide 8. 
In a year-on-year comparison, the contribution margin from this business grew 9.9% and once again reached the margin level of 2Q14, but now driven by the growth of the consulting division and recurring services, such as cloud services, whose contribution margins are higher than margin from software implementation.
In a quarter-on-quarter comparison, the increase in services margin is directly related to the revenue generation capacity per working day combined with the low marginal increase in service costs, since both quarters had the same number of working days. 
Now on slide 9, we show the selling and administrative expenses in the period.
As a ratio of net revenue, selling and commission expenses combined decreased fifty basis points year on year, from 16.3% to 15.8%. This decrease is mainly due to the drop in license sales in the period, the rebalancing of the in-house sales team and the sales mix between franchises and own units.
General and administrative expenses plus management fees also decreased by 50 basis points year on year, mainly due to the strict discipline in expense management, synergies from integration of the structures of companies acquired in recent years, as well as reduction in the bonuses provisioned for in the period.
Then we have the advertising and marketing expenses, which increased by 20 basis points year-on-year, largely due to the performance of revenue as commented earlier. In quarter-on-quarter terms, the variation in this line was due to a seasonal characteristic, since TOTVS’ marketing plan has a greater focus on the second quarter when we launch our advertising campaigns and hold our main annual event, Universo TOTVS.
Finally, allowance for doubtful accounts remained relatively stable both in the year-on-year and quarter-on-quarter comparisons. It is important to reiterate that we will continue our efforts to recover the credits already provisioned for.
Moving now to EBITDA and EBITDA margin on slide 10, despite the costs and expenses management discipline, as mentioned throughout this presentation, the drop in license fee revenue and consequent reduction in the software contribution margin led to the year-on-year and quarter-on-quarter decrease in EBITDA and EBITDA margin.
As mentioned in the software contribution margin, we see this margin reduction as something transitory, since the subscription model tends to positively impact margins in the medium to long term.
Apart from the impacts on EBITDA, net income in the quarter, shown on slide 11, was impacted negatively by about R$5.5 million, by the amortization of intangible assets of Virtual Age resulting from the conclusion of its purchase price allocation. Excluding this impact, the net income would have reached R$65.9 million, with a margin of 14.6%, which is the same level as in 2Q14. 
Also, note that net income in 1Q15 was positively impacted by the non-recurring event regarding the sale of our non-controlling interest in Zeropaper.
Now talking about cash flow and debt, on slide 12, gross cash of the Company ended the quarter at almost R$697 million and net cash at more than R$56 million.
The decrease of R$37 million in gross cash in the quarter was mainly due to: 
(i) the operating cash flow of R$91.5 million, up 16% from 2Q14 and corresponding to 151% of net income in the quarter and 85.5% of EBITDA; 
(ii) the payment of R$15.7 million for acquisitions of intangible assets, including the acquisition of the remaining stake in PRX, as well as installment payments of earlier acquisitions; 
(iii) the payment of almost R$124 million as dividends regarding the fiscal year of 2014; and
(iv) the inflow of R$18 million from the sale of treasury shares to beneficiaries of the stock option plan.
Once again, the Company’s financial capacity to invest in both organic and inorganic growth and to face the adversities of the current economic scenario is evident.
Moving on to slide 13, even with the context surrounding this quarter, TOTVS registered:
· 8.8% growth in recurring revenue, which corresponded to 62.5% of total revenue;
· 19% growth in subscription revenue;
· 899 new subscription clients totaling 1,399 new client additions in the quarter;
· 177% growth in monthly subscription revenue from new clients; and
· 16% growth in net operating cash flow.
I will now turn the floor over to Rodrigo Kede for his closing remarks about the quarter.

Rodrigo Kede: Thanks Maia and good morning everyone. Today is my 50 day working for TOTVS, which has been an intense, unique and very rewarding experience. In this first earnings conference call I would like to summarize my view of the quarter and share my perspectives of the market and how TOTVS is positioned going forward.
It was a difficult quarter for the majority of Brazilian companies. The general decline in business confidence as a result of the deteriorated economic and political scenario, driving an increase level of uncertainty on the short-term, has severely impacted investment decisions despite the companies size. 
During tough times, the need for efficiency, competitiveness, productivity and cost reduction gets stronger in the agendas, and technology can be a critical factor in achieving those goals. Industries such as Retail, Health Care and Education we had double-digit growth over 2014 with Retail, as an example, achieving almost 22% growth.
When I joined the Company’s Board last year, I realized TOTVS is much more than just an ERP and back-office provider for SMB market. It is a complete business solution company focused also on the front-office and core of our clients, addressing critical client issues, driving efficiency and productivity and helping clients to transform themselves to this new digital era. 
Helping clients to be better with their own clients, it is simply fantastic!
As a business solutions company we can’t just rely on a good technology, but also we need to rely on deep industry expertise. Knowing the client’s business becomes a cornerstone to success.
Another good example of what we have been doing is our deployment of Fluig platform to drive productivity, collaboration and cost reduction to any client despite their ERP provider. In addition to that, this platform can be deployed anywhere in the world without any localization. 
I returned to Brazil because I believe that despite the difficult situation we are in as a country, it continues to have a huge business opportunity. Our country needs to be more competitive, efficient and, at some point, I believe we will see a wave of development and heavy investments. Technology is, in my opinion, at the core of this transformation. 
So, in my view, TOTVS is the tech company to take advantage of the current situation and monetize when this development and transformation wave comes. We do have the technology, the industry expertise and a distribution capacity and capillarity that no one has, in addition to a huge client base in 10 different industries, which entitles us going forward.
This positive view about the future does not mean we will be sitting and waiting for this recovery. We are gonna be focused on those industries that we see larger growth, at the same time we are gonna take the right cost and expenses decisions, to ensure we have an efficient structure in balance with the revenue levels without, ofcourse, jeopardizing the future of the Company.
I thank you all for your participation and we are now available for the Q&A session.
Operator: Ladies and gentlemen, we will now begin the question and answer session. To ask a question, please press star one on your keypad, and to withdraw your question from the queue, press star two.
Our first question comes from Susana Salaru of Itaú.
Susana Salaru: Good morning everyone, we have two questions. The first is regarding license revenue. You mentioned in the press release that your pipeline remains intact. Can you add some color to the scenario you envision for license revenue in the coming quarters? Will this pipeline materialize as revenue or you think the scenario will be similar to what we saw in the second quarter? That is my first question.
The second question is regarding service revenue. You mentioned that consulting and other services have increased their share. Our question is: are you encouraging it? Should we expect this sort of service mix to continue improving, that is, with this kind of service, you earn higher margins than with traditional consulting services? That’s it, thank you.
Gilsomar Maia: Good morning Susana, this is Maia speaking. With regard to your first question about the pipeline for license sales, when we compare our current pipeline with that a year ago, it's actually better than it was a year ago. When we look at the opportunities we have, and also considering the scenario we are facing right now as a country.
Now, it’s difficult to talk about the third quarter or even about the second half of the year. Historically, we know that the industry performs better in the second half of the year than in the first half and this is not the case only with TOTVS, but with the sector in general. 
Of course, we can’t ignore market dynamics, as well as economic and even political factors that end up impacting the market. But looking at our pipeline, we see an interesting list of opportunities and, of course, the pace of conversion is slower than our historical levels and even what we had expected at this moment. 
But the bright side of the story is that we have not lost accounts, I mean, we continue to work on our accounts. The point is that the level of uncertainty seen in the market today severely impairs decision making at clients, which causes signing of sales contracts to take longer.
Regarding your second question on services, I think it is much more a question of demand than our shifting of focus from software to other services simply because of margin. You’re right, service margins are better than the margin we get today from software implementation.
The way we see it, demand for this type of consulting service at a moment like this is, more than anything else, related to initiatives by clients to improve efficiency, cut costs, downsize structures and internal processes, and this creates opportunities for the consulting team. In no way does it represent a shift in the company’s focus to this type of service at the cost of software services.
Susana Salaru: Perfect Maia, thank you.
Operator: The next question comes from Daniel Federle of Credit Suisse.
Daniel Federle: Good morning everyone. My first question is about TOTVS Intera. I wish to know who is already selling the product. Is it only TOTVS itself or are the franchises selling it too? And how has the reception been? Was it received better than you expected? How is the pace of sales of this product?
And my second question is regarding these possible tax increases: have you already decided how much you’ll be able to pass on to prices in the case of end of the tax break that will bring payroll taxes back to 4.5%? Can you pass it on to maintenance and new sales? Are you already pricing slightly higher to offset this possible increase in the short term?
And can you shed some light on the PIS/Cofins tax increase that has been less discussed but which potentially has a higher impact than the end of the payroll tax break. I’d like to hear your view on this other tax increase. Thank you.
Rodrigo Kede: Hi, this is Rodrigo Kede here. Let me answer your first question, regarding Intera. We've been practicing the replacement model for some time now. We have been testing and since last year we have been trying to accelerate this sales model. 
We gave tremendous publicity to Intera at our Universo TOTVS event on June 15, when we officially launched the complete offering, including the FLUIG part, and after the event, we’ve had a significant increase in the Intera pipeline. 
Today we are working with many more opportunities in the market under the Intera banner than under the traditional model, which means that the offering was designed adequately.
Gilsomar Maia: With regard to franchises, Daniel, just adding to Kede’s reply: franchises have already started bringing opportunities to this pipeline. We have another large account we signed up jointly with a franchise, but franchises are starting to enter the scene from now on, largely due to the huge publicity during Universo TOTVS that Kede mentioned. 
We have started signing up franchises. Of course this involves training the teams to accelerate the process.
Regarding your second question on the increase in taxes, yesterday the newspaper Valor Eonômico carried an interview with Renan Calheiros (president of Brazil’s Senate), who mentioned about a chat with (Finance Minister) Levy in which he said he is not in a hurry to approve this matter. 
So, today it’s very difficult to affirm anything about pass-through, more so because we don’t know exactly when or even what will emerge from this debate in the Congress. 
Of course, if we look at our contract base, we have instruments to transfer these increases but we know that in practice I think we have to wait for any final decision first, and then I think we have to analyze the dynamics of pass-through to clients and work on the cost structure in such a way that it could absorb a part of this too.
With regard to PIS/Cofins, you are right. It’s an issue we have been watching closely. A little bit in line with what I mentioned about Brasil Maior, it’s still not clear what could be the outcome of this discussion. There could in fact be a tax increase in this regard, but is being discussed is to move to a non-cumulative taxation model because our industry is currently taxed under the cumulative regime (which means there are no tax credits and you have a lower rate on sales than industries that use the non-cumulative regime, which may use tax credits).
So, basically this calculation has to take into account the net effect between credits and debits, and one of the aspects we’ve been seeing in the discussion is what could generate credit and what cannot. So, this discussion is still very incipient to enable us to define anything else.
Alexandre Mafra: Let me just reinforce something Daniel – this is Mafra speaking – TOTVS has been closely monitoring all these discussions and it was an extremely well prepared and appropriate plan A and plan B for all the cases. 
So, in my opinion, we are well informed of the topics and issues, and are taking action to mitigate or minimize any impacts.
Daniel Federle: Perfect. Thanks. Have a nice day.
Operator: As a reminder, if you would like to pose a question, please press star one.
The next question comes from Diego Aragão of Morgan Stanley.
Diego Aragão: Good morning everyone. My question is somewhat in line with Susana’s question: you mentioned this longer conversion time of clients who are in your pipeline. Could you add some color to the history of this conversion, how it has been evolving and even tell us about how the conversion period was during the previous crisis? Thank you.
Gilsomar Maia: Good morning Diego. I suppose you’re referring to 2008 and 2009 as the last crisis, right?
Diego Aragão: Exactly, Maia. I know it was quite some time back, but I was wondering if we could draw a parallel.
Gilsomar Maia: No, I was here already… perhaps I can draw a parallel with that time. Although, I think that when we compare the current scenario with what we had back then, Brazil’s positioning vis-à-vis that scenario was quite different, right? And that makes all the difference to us.
But in terms of conversion period, I would say that last year, especially the period between the World Cup and elections, was quite bad in terms of conversion. Conversion rate fell sharply, not just for TOTVS I think, but for the market as a whole.
And since then, we have seen conversion actually worsen. But since we are comparing with a not-so-strong base, it has worsened over weak comps, because we are coming from this period since the second half of last year, of slower conversion, which has aggravated now.
I think this market uncertainty I mentioned to Susana just now may be more harmful than the crisis itself (if we can call it that), OK? Because the scenario of uncertainty leads people to wait for certain things to be defined before taking decisions. And the hard part is you don’t enter a scenario that is very clear for you to know what decision to take. 
So our pipeline reflects, to some extent, this “standby mode” of people. In general, our pipeline has a historical conversion rate of around five months, sometimes less, sometimes more than that. And today - we never report this as a metric – it is I’d say probably over six months.
So, it’s much more related to what we see as opportunities that were not lost and continue in our pipeline, and the negotiations are continuing, but the pace of negotiations is still quite slow.
Rodrigo Kede: Diego, Rodrigo Kede here. Just to add something: clearly working with uncertainty is worse than working in a bad, but defined, scenario. And I think that’s what we are going through right now.
Anyway, let me try to draw a parallel with 2008. In 2008, when Lehman Brothers went bankrupt in September, the market had already been moving sideways for around six months, it was already extremely complex, and right after the bankruptcy and the turmoil, the fourth quarter was on average very good for several technology companies. Because companies have a budget to spend, and when you have a clear definition of the size of the challenge, companies start moving, because they know where they’re stepping on.
So, generally speaking, I expect the second half to be in line with the historical performance of previous years and, at least in terms of pipeline, to be bigger and better than in previous years.
 Gilsomar Maia: You see, Diego, Kede’s comment is pertinent because when you look at the fourth quarter of 2008, it was a very good quarter for TOTVS. In the beginning of 2009, sales to new clients suffered, sales to the client base remained stable, still preserved (suffering a little, but mainly preserved), and from the middle of the year onward a sound recovery, which made the year of 2009 a clear picture of how TOTVS stood out against the overall market. 
What we really see differently at TOTVS is that TOTVS, as it was born and sailed through several periods of crisis, has a very resilient business model for this kind of situation. So much so that, in general we don’t reduce investments, we join hands together with our clients and this creates a number of opportunities that, when the market resumes growth, we are well positioned compared to the market in general.
So, I think this stance adopted by TOTVS, we continue to see it the same way, present here, and like Kede said before the question and answer session, we see TOTVS probably as the most well positioned company to take advantage of the moment when market recovers.
Alexandre Mafra: Diego, just one more thing: this reinforces the importance of the Intera model to us. In times of crisis, having a subscription sale model, whereby you can minimize the initial investment and accelerate payback, because we strongly believe that the investment in software pays off, I think this opens opportunities for us to stand even further apart.
Diego Aragão: Perfect, gentlemen, thank you. And if I may ask just one more question, in relation to margin: although it may not be a metric to look at, or that the company does not like to look in the very short time, how do you see the company's current structure in light of the increasingly challenging scenario in the short run, and how prepared is TOTVS today for a possible improvement in the scenario in the next 12 months? Thank you.
Gilsomar Maia: Look Diego, as you said, we believe margin is a consequence and cannot be an end by itself. I think this quarter serves well to illustrate it: We saw some very intense work in terms of costs and expenses, and what actually had a negative impact on margin was much more the top line, which was not enough for us to really show this work we did in terms of costs and expenses reflecting on margin.
Of course, having this cost structure, which is basically fixed, as the market recovers and top line recovers, we have the opposite situation in which we can capture economies of scale from the software business and cost dilution.
In this regard, once again, I think it’s very important that we maintain investments that create innovation for us, that reinforce our market positioning, which is very diversified – we are not a one-industry company, we have diversity, a capacity to integrate chains that stands out against the rest of the market – and that enables us to make cross sales between industries and to better monetize our investments.
Of course, in order to achieve that, we have to post sales, top line. Now, in connection with the previous questions, including those made by Susana and Daniel, today it’s hard to draw a very clear scenario also on the short term, further on. There are opportunities, but there’s also a great level of uncertainty. Historically, the industry posts a better second half, and we'll work to convert that into sales.
Alexandre Mafra: Diego, TOTVS never lost track of margin, and it will never stop to look at it as one of its key financial indicators. So, what you can expect is that we’ll continue to pursue sales opportunities out there in the market and continue to control our costs and expenses with a lot of discipline.
Diego Aragão: Perfect, very clear. Thank you.
Gilsomar Maia: Thank you, have a good day.
Operator: Our next question comes from Renato Assunção of Banco Votorantim. Excuse me, Mr. Renato, you may proceed. Mr. Renato, your line is open.
Once again note that if you would like to pose a question, please press star one. 
Our next question comes from Renato Assunção of Banco Votorantim.
Renato Assunção: Good morning everyone. We noticed strong performance in some specific segments, including retail, which grew nearly 22%. Could add some color to this performance and give us an idea for the quarters to come. Will the company increase its focus on certain segments?
And on the same line, I’d like to know about the behavior of the churn rate, whether it’s increasing or not, thank you.
Rodrigo Kede: Hi Renato, it’s Rodrigo here. The retail segment did indeed register very good performance, due to several reasons: first, a set of products, the portfolio that the company has for the industry, which are extremely competitive; second, the company is a company, as you hear in my opening speech. We’ve accelerated a lot the segment knowledge, industry knowledge, and I keep saying that clients are no longer buying products and services, but solutions instead. 
When you’re selling a solution, technology plays an important part, but knowledge of the business, of the client and of the segment is important, and I think we managed to build this, though we have a lot of work to do, and we continue to bet that some sectors, like retail, education and health, are sectors that, despite the crisis, will continue to post positive results.
Regarding churn, what I tell you is that since I took over in the middle of June I’ve been very involved directly with clients to understand what they think of the company, what is going on, especially when a client asks to cancel or to reduce a contract.
I’ll let Maia complement, but what’s been happening a lot are clients coming to us and saying “look, my business contracted by 20%, 30%, and I need your help, because I can’t maintain the structure I have today, the number of licenses, and what I pay today.” And the company’s philosophy, the philosophy of TOTVS is “client always comes first”, and we always find a way to reduce their bill, to adjust to the client’s reality, because we know that when we do that, when the market bounces back, when the client grows, he’ll come back and grow with us, so that builds client loyalty. 
This is the highest churn we’ve had actually, which is a reduction in current clients, reduction in the size of clients because of the crisis versus cancelations in general. Maia, would you like to add anything?
Gilsomar Maia: Yes. Renato, we see churn slightly above our historical levels, on an annualized basis. Like Kede said, this reduction in users, or IDs, number of accesses, is something we have seen a little more frequently. I think particularly in medium to large accounts, we have felt this and in sectors that went through or are going through layoffs. 
It’s part of the business and I think shows the market situation, and the situation of certain companies, and like Kede said, this churn is temporary and it does not mean that we lost the client itself. What we did was in fact a rebalancing of number of users of each client, and often due to a reduction in their headcount, they don’t need the same number of users as before.
Renato Assunção: Thank you. 
Gilsomar Maia: You’re welcome.
Operator: Excuse me, we’d like to remind you that the replay of the audio of this conference call is available on the company’s website and also over the phone.
This concludes today's question and answer session. I invite Mr. Rodrigo Kede to proceed with his closing remarks. Mr. Rodrigo, please go ahead.
Rodrigo Kede: I once again thank you all for your participation and wish you a great day. Thank you.
Operator: This concludes TOTVS conference call for today.  Thank you for participating and have a nice day.
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