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Sdo Paulo, August 3, 2016 - TOTVS S.A. (BM&FBOVESPA: TOTS3), the leading developer of business solutions in Brazil «
announces today its results sétbed quarter of 2016 (2Q16). The Company’'s consol i dated f

with the accounting practices adopted in Brazil, which are in consonance with the International Financial(lRé{®yting Bteitith
comparison, we have presehggeformaunaudited) consolidated results that combine the results of TOTVS and Bematech «

three months for 2Q15 and corresponding to 12 montBQ idy 4281128015

2Q16 - EARNINGS RELEASE

© Net Revenue: R$544.9 million in 2Q26% vs. 2Q15 pro-forma and -1.2% vs. 1016) and R$2,244.8 milliot
12M2Q16 priormg+0.2% vs. 12M-2Q15 pro-forma).

© Recurring Revenue: R$336.2 million in 2QB8% vs. 2Q15 pro-forma and +0.7% vs. 1016) and R$1,310.
million in 12R016 priormg+7.9% vs. 12M-2Q15 pro-forma).

© Subscription Revenue: R$54.3 million in 2Q416.2% vs. 2Q15 pro-forma and +4.2% vs. 1016) and R$204.
million in 12R0N16 preorme+17.2% vs. 12M-2Q15 pro-forma).

© EBITDA: R$96.9 million in 2Q26.8% vs. 2Q15 pro-forma and -15.4% vs. 1Q16) and R$415.3 millianl2M
2Q16Adjusted prwrme-19.1% vs. 12M-2Q15 Adjusted pro-forma).

© NetIncome: R$37.7 million in 2Q4469% vs. 2Q15 pro-forma and -24.2% vs. 1Q16) and R$217.0 million in-1
2Q16Adjusted prHormg-31.5% vs. 12M-2Q15 Adjusted pro-forma).

Financial Highlights Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1216 (2Q16/1Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q135)
Net Revenue 544,913 556,784 2.1% 551,420 A12% | 2244763 2,240,687 0.2%
Adjusted EBITDA 96,900 122,286 -20.8% 114,602 -15.4% 415,303 513,374 -19.1%

Adjusted EBITDA Margin 17.8% 22.0% -420 bp 20.8% -300 bp 16.6% 22.9% -440 bp
Adjusted Net Income 37,1 68,432 -44.9% 49,763 -24.2% 216,994 316,894 -31.5%

Adjusted Net Margin 6.9% 12.3% -540 bp 9.0% -210 bp 9.7% 14.1% -440 bp

CONFERENCE CALL - PORTUGUESE: August 4, 2016, 10:30 éBrasilia)
Webcast: click here | Telephone: +55 (11) 319001 or +55 (11) 2820 1(access cod€OTVS)Replay: +55(11) 3193012 or +55

(11) 282@012 (access coB8828446#) until AudList2016r atri.totvs.com.br

CONFERENCE CALL - ENGLISH: August 4, 2018:00 p.m. (Brasilia)
Webcast: click here | Telephone: US Toll Free +1(888)-0802 / International +1(786%924 / Brazil +55 (11) 3UWAL or +53.1)
282064001 (access cod®TVS)Replay: +55 (11) 319012 or +55 (11) 288012 (access co6&16486#) until August 10, 2016
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MESSAGE FROM THE MANAGEMENT

The quartergpftware revenue remained stable in relation to 2Q15 dré:é% lgyaiweh softwareecurring
revenues, witiighlight to 17% growgulyscription revepwéich offset the 32% dréipense revenuguring
this period, subscription revenue increased from 8% to 10% of total net revenue, and the accumul
subscription rewsnin the last 12 months exceeded the sum of valiegiosssind maintenance revenues
during the period.

Compared to 1Q16, EBITDA margin in the quarter fell by 300 basis points, mainly due to the 3% dec
revenue, which, among otlwtorfa was impactedimgremental licensevenue from the corporate mode
registered in 1Q16.

This quarter, the subscription model TOTVS Intera completed 1 yaandnomgiiid we boosted our
Bemacash sales, which together contributed to the addition of more theubdcdipdovients in 2Q16,
despite the adversity of the current economic ¥¢ermagavorking to make TOTVS and our clients much
prepared fohe recovery of the Brazilian market. We have seen some initial signs of market activity r
hasn’t translated into sales yet, but we are confident that Brazil will conoenauntmichistronger.

RECENT EVENTS

© DIVIDENDS AND INTEREST ON CAPITAL
On May 11, 2016, the Company paid its sharehadedetdepproved at tl@rdinargnd Extraordinary
Shareholders Meeting held on April 26, 2016, in the amount of R$66.579 million (R$0.40736 per sh
fiscal year 2015.

TheBoar of Di r ect cAugusi, 20M@&mprovethegdisthibaitiord of interim interest on equity (I
for the first half of 2016 @Lilthe amount of4R¥%05million, corresponding to ZBFB5L4 per share, an
increase @94% compared to td for 1HbL

The IOE will be paid on Algu2016to h e C o ghareholdges sfAugus04 2016Starting Augudh
2016, the shares ofd nther €o9mpamyeaquuil t y'be tr ade

© NEW HEAD OFFICE PROJECT
As announced to the market on October 16, 2013, thes{@oeghanuilt to sagreemerfor the building
project of its new head office, located approximately 1.5km from its current office, with a carpet are
21,000 squammetersilt is d.0year agreemenvm the delivery of the building, scheduled for February 201

In addition to tangible and intangible administrative synergies to be captured with the concentratic
Company’s administrative, development and sales departments in the S&do Paulo area in just one |
campus will contribute to arfagiread AFOTVSulture between employees, especially between those
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became recentbart of TOTVS, like those Bemmatechilhe new campus will also have an exclusive are
client service and will provide an innovative environment techngpebifity and cloud, which argiakse
elements of TOTVS strategy.

In view of delivery building date, the Company began the investments on the facilities at the new hi
investment held in 2Q16 was R$1.772 million and total inthesttedrtyethe Company inghgus until its
deliverys approximately R$90.0 mitifamhicaround0% to be financeaitheasB years.

PARTNERSHIP WITH NATIONAL COMPUTER CORPORATION (NCC)

On May 26, 2016, TOTMS8eda partnership agreement with National Platform, the new specialist c
belonging to National Computer Corporation (NCC), the biggest technology holding cofipangun Rt
company will ddop and market in Russisaaagement system with@uargombination of features such a
reliability, security, data integrity, continuity, high performance grieatcaésbditgady present in TOTV:
solutions.

The project includbs customizatiohmodules that support the operatioRusdiarorganization, such as
accounting, taxes and H&e product will be developed using the technological platform of TOTVS a
targeted companies that wish to acquire a product anthdadesstanding of local needs.

For more information about the partrgishipegre

MANAGEMENT ORIENTED BY SEGMENT AND VALUE CHAIN

On July 15, 2016, the Board of Directorshdeict8dlestrin de Paiva (more than 13 years at TOTVS) as Vit
President of Marketing, Alliaawc@Business Models, Channels and Human RelatiaebnBduardo
Sant’Anna Cosentino (over 15 years at TOTVS) as Business Vice President foitSesspessibility for the
Services, Construction and Projects, Education and LegaDselgianets 2016, the Board of Directors elec
Gustavo Dutra Bastos (more than 18 years at TOTVS) as Business Vice President for Supply Ci
responsibififor thégribusinesslanufacturimgd Logistics segmentsPanis Del Bianco (more than 9 years
at TOTVS) as Services Vice President.

These management changes are part of the Company's strategy, which established an organizat
dividednito macreegments through specialized business solutions integrateaffigghsbadioriBhe Vice
Presidents elected will hold office until the Annual Shareholders Meeting of 2017 and their profiles &
theTOTVS3nvestor Relations welfgitetvs.com)br

TOTVS ELECTED THE MOST INNOVATIVE COMPANY IN THE IT SECTOR

TOTVS was elected by Valor Econdbmico newspaper as the most innovative company in theolT sec
July 18, 201@he awarlighlighted, among other initiatives promoted by the Cdhgiamgsients in
research and development conducted in the last five years, whickilekitkateahR (ii) the creation of tw
research laboratories, aéen in th&ilicorValley, United States


http://en.totvs.com/sites/default/files/releases/pr_totvs_ncc_0225-1464368570.pdf
http://ri.totvs.com.br/
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© SALE OF THE BPO OPERATION AND PARTNERSHIP WITH PROPAY
OnAugust 2016 TOTVS sold 100% of its participation on the capit@ltME Besultados em Outsourcin
Lt da. ( “todPRoopapdRbReGilljonwitithe payment of an additional variable amount of 2§60 R$
millionadjusted by Selic Rate,c or di ng to the metrics defi.ned

Focused on providing Human Resources BPO (Business Proceg} €autscescinOTVS RO is a compar
serves more than 80 client groups includingrgrgeieke Volvdurger King, Accor and NieRepay
which has been providing persadméhistration BBErviceand benefits management consdtiiges fo
more than 15 yeansll become TOTVS partner to provide its services through TOTVS business sol
distribution network

With this transaction, TOTVS reinforces its specialization strategy, bringing a partner to propel its
increaseé heir value to it s-hoMinite offerings toyhis enarleeti The corRbinatig
TOTVS distribution network and Propay’' s exper
Brazilian market.
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OPERATING AND FINANCIAL PERFORMANCE

The consolidated results of 2Q16 presented i
the periodlo facilitate compariseshave presented the pro-forma (unaudited) consolidated results that
combine the results of TOTVS and Bematech corresponding to three months for 2Q15 and corresponding
months for 122016 and 12RO 15.

The reconciliation betweemprth®rmanumbers of 2Q15 and those in the ITR is shown in Appendix IV
document he garterly financial information of TOTVS, Bematecbraefmrttzaformation relating to 2014
and 20lareavai |l abl e in the section *“Fiantkenm©TVs Investan f
Relations website (ri.totvs.com.br).

© NET REVENUE

Total Net Revenue Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1216 (2Q16/11Q16) LTM-2Q16 LTM-2Q15  (2Q16/2Q13)
By Business

Software 344,103 343,761 0.1% 355,286 -3.1% 1,399,359 1,395,316 0.3%

Services 141,156 148,344 -4.8% 140,363 0.6% 585,115 578,190 1.2%

Hardware 59,654 54.679 -7.8% 55,771 7.0% 260,289 267,181 -2.6%
Net Revenue 544,913 566,784 -2.1% 661,420 -1.2% 2,244,763 2,240,687 0.2%
By Nature

Recurring 336,166 311,284 8.0% 333,980 0.7% 1,310,391 1,214,819 7.9%

Non Recurring 208,747 245,500 -15.0% 217 440 -4.0% 934,372 1,025,868 -8.9%
Net Revenue 544,913 556,784 -2.1% 551,420 -1.2% 2,244,763 2,240,687 0.2%

Net revenue totaled R$544.913 million in 2Q16, as against R$556.784 milliomecuréiqy teventie
growing by 8.0% in the year to R$336.166 million, corresponding to 61.7% of net revenue, as again&5.9% in
2Q15 and 60.6% in 1(@é&spite the 8.9% drop inraocarring revenuwt revenue grew 0.2%ptaling
R$2,244.763 million in 12 months, driven by the 7.9% growth in recurring revenue.

In comparison with 2Q15 dftevare revenue remained stbte the 31.9% decline ir@aunring revenue
from license fees was compensated by the growth of 6.6% in recurring revenue.

Software Revenue Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1016 (2Q161Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q15)

Software Revenue 344,103 343,761 0.1% 356,286 -3.1% 1,399,359 1,395,316 0.3%

Non Recurring 39,600 58,179 -31.9% 51,644 -23.2% 206,076 279,580 -26.6%

License Fees 39,600 58,179 -31.9% 51,544 -23.2% 205,075 279,580 -26.6%

Recurring 304,503 285,582 6.6% 303,742 0.3% 1,194,284 1,115,736 7.0%
Maintenance 250,214 239,245 4.6% 251,635 -0.6% 890,239 941,607 5.2%
Subscription 54,289 46,337 17.2% 52,107 4.2% 204,045 174,129 17.2%

51.5 In the quartenquarter comparison, software revenue declined 3.1%, mainly du

i 39.6 nonrecurring license fee revémaiedeclim232% in th sameerial. This drop in
license fee is chiefly due to the additional revenue of R$10.717 million in the
corporate model reported in 1Q16 among sales to existing clients, as shown in
chart on the left.

3.0y

1Q16 2Q16
o Incremental Lic. From Corp. Model
Other Licenses
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As mentioned in previous quarters, the dacinbanof licenses sold has mainly been(ijitieetatownturn

in economic activity in Brazil, which resulted in a longer period of conversion of the sales pipeline, es
large clientand (ii) the migration of a part of the sales pipeiinelients to the subscription model, especi
among smaller cliefiise decrease in the average ticket on sales was mainly due to the lower share
large clients.

License Fees Pro-forma Change Change
(R$ thousand) 2Q16 2Q01%  (2Q16/2Q15) 1216 (2Q16/1Q16)
License Fees Revenue 39,600 58,179 -31.9% 51,544 -23.2%
to New Clients Added 13,011 17,492 -256% 14,264 -8.8%
to Existing Clients 26,589 40,686 -34.6% 37,280 -287%
Number of New Sales 2,445 2711 -10.1% 2872 -14.9%
to New Clients Added 847 1,004 -15.6% 931 -9.0%
to Existing Clients 1,598 1,717 -6.9% 1,941 AT 7%
Licensing Average Ticket 16.2 214 -24.3% 231 -30.0%
of New Clients Added 154 174 -11.8% 153 0.3%
of Existing Clients 16.6 237 -29.8% 18.2 -13.4%

Recurring revenue from software grew 6.6% in 2Q16 compared to &@dunting for 88.5% of total revenue
from software in the quarter, compared to 83.1% in 2Q15. In the last 12 months, recurring revenue from
software totaled R$1,194.284 million and increased its share of net revenue from softwa¥e up 83.3
percentaggointdigher thatmhe same periofthe previous year.

Maintenance revenue in the quarter grew 4.6% year on year and 5.2% in the last 12 months, lower tf
increase in the I&/P(inflation index used in most maintenance agreementsyiodhesmedocorresponded to
82.2% of recurring revenue from softhiareevenue has been negatively impagtetheyjower volume of
license sales in previous peffigdgie suspension of maintenance due to increased clieahd€f@utts;
partial cancellation of maintenance due to layoffs at clients, espaeially large

The growth in recurring revenue from software both in the quarter and in the last 12 months was mair
17.2% growth in subscription revenue, whicltorresponded to 15.8% of net revenue from software in 2Q:
14.6% in the last 12 months.

Subscription Pro-forma Change Change
(R$ thousand) 2Q16 2015 (2Q16/2Q135) 1216 (2Q16/1Q16)
Subscription Revenue 54,289 46,337 17.2% 52107 4.2%
Number of Clients Added 900 1,736 -18.2% 1,133 -20.6%
Average Montly Subscription / New Client 1471 0583 152 5% 1.099 338%
Monthly revenue from clients added 1,324 1,011 30.9% 1,245 6.3%

This growth in subscription revenue was driven by the higher share of sales to resiuswlgghtsnd m
especially under th®TVS Intenaodeland the decéinin the number of new subscription clients am
micrgompaniesThe combination of these two faodributed to the 152.5% year-on-year increase in
average monthly subscription.

It is important to mention that sales of Bemacash business solutions did not affect the amount of clients
added in the 2Q16 subscription revenue. Since 1Q16, the new clients of Bemacash become software cl
the 8 month of hirirlgesolution, when starting the subscpgtiorentelated to thmanagement solution.
Bemacash, deveddpvith Bematech, combihe maagenent software of TOTVS forcoropmanieg-ly01),
hired in the subscription model, with automdigwalamardware solutifvosn Bematedm. this quarter, the
Compangold 440 new unit8emacash.
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Software Revenues TOTVS Intera is the subscription model launched in June 2015 in whic
(RS MM) define and manage the number of identities they will be enabled
. 11,3994 unrestricted and simultaneous accesthéra#inagement, productivity an
L collaboration software solutions from TiiBViB&odel allows clients to use
the solutions in any of the clouds approved by TOTVS or, if more conv
their own infrastructure (on premises).

1,395.3

-2.1%
In the first year of M3TIntera, the increase in subscription revenue exce
the decreasa revenue from the licensing rfiodeses maintenangeas

the chart on the left shows

Service revenue decreased 4.8% in 2Q16 compareahidgPEpi 3.2% in
LTHa215 LTMHIGIE the last 12 monthsthe quarter, the yeayear variation is mainly due to the
m Licences + Maintenance ~ m Subscription i i i . i . X i
7.8% decline in software implementation services in the period, which a
for 62.1% dtiieservice revenue in the quarter, chiefly due to the lower pace of sales in recent quarters

Hardware revenue fell by 7.8% in@@iiared to 2Qakd by 2.6% in the last 12 months, mainlyipteeto:
downturn in economic activity in Brazil; and (ii) the changes in tax legislation, especially in the state
where fiscal printersre replaced by S@T fiscal equipment, which has a lowdnuhi galagenquarter
comparison, the 7.0% growth is mainly due to the seasonal effect on hardware satespniteepzreades

It is important to rementiegthetax égislation in Brazil is being amended in several states, which has re
the transition from a model based on sales of tax solutions, which was earlierrexciusigelyoraomodel
based on higher recurring revenue, thus creating significant t uni ti es to 1 ncr
revenue.

CONTRIBUTION MARGIN BY BUSINESS

Software Result Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1016 (2Q16/1Q16) LTM-2Q16 LTM-2Q15  (2Q16/2Q15)
Software Revenue 344,103 343,761 0.1% 355,286 -3.1% 1,399,359 1,395,316 0.3%
Cost of Software (20,709) (19.711) 5.1% (17.511) 18.3% (82,362) (87.,590) -6.0%
Cost of Support (32,813) (26,827) 22.3% (31,662) 3.6% (122,137) (101,931) 19.8%
Research and Development (74.651) (66,378) 12.5% (73,100) 2.1% (299,621) (264.371) 13.3%
Total Costs and Expenses (128173)  (112,916) 13.5% (122,273) 4.8% (504120)  (453,892) 11.1%
Software Result 215,930 230,845 -6.5% 233,013 -1.3% 895,239 941,424 -4.9%
Software Contibution Margin 62.8% 67.2% -440 bp 65.6% -280 bp 64.0% 67.5% -350 bp

Software contribution margin declined by 440 basis points yeaireacet§2.8% in 2Q1&he decrease

in 2Q16 is chiefly dugidhemaintenance of investments in innovation, inclhuoliegititalization of software
research and development expenses of Bematech in 2Q16, compared to the capitalization of R$1
2Q15andii) the investments being made in the custeiceraad assistance process, involving adjustmen
Company'&ustomer service routines, teams and systems

In thdastl2montb, the reduction in software contribution margin is maig@)ytiieiéoteer growth of software
revenue, as commentddlridet Revenlle secti on, especially due to
subscription mode);the IGI (inflation index used to adjust recurring revenue) being significantly-dower
A (inflation index normally used in tioerggaluring the perimiglthe 39.7% decrease in the inca¢hoemises
fromthe corporate model charged in, W@Ehcompared to 1Q1B;) the capitalization of research an

7
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development expenses of Bematech until OctohadZ0)&dditionakts with casand expensestructure
adjustmentiuring the second half of 2015.

In the quartenquarter comparison, the decline of 280 basis points in software contribution margin
caused by the additional revenue from the iatliearesgs frothe corporate model recorded in 1Q16,
comment ed NewRevehle. secti on *

Services Result Pro-forma Change Change Pro-forma Pro-forma LTMChange
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1016 (2Q1611Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q15)
Services Revenue 141,156 148,344 -4.8% 140,363 0.6% 586,115 578,190 1.2%

Cost of Services (126.607) (130,732) -3.2% (127.826) -1.0% (540.876) (522,526) 3.5%
Services Result 14,549 17,612 -17.4% 12,537 16.0% 44,239 55,664 -20.5%
Services Contibution Margin 10.3% 11.9% -160 bp 8.9% 140 bp 7.6% 9.6% -200 bp

As in 1Q16, service contribution margin increased from the previous quarter, growing 140 basis points in

2Q16. This recovery in service contribution margflyislah to the reduction in recurring personnel c
resulting from the s@std expenseatructuradjustmentsarried out by the Company during the second he
2015In the yeasnyear comparison, the reduction in service contributiomaiatgidus to the decline in net
revenue from servi ces NetrReveniee spettii @ch, as € 0 Mmme

In the last 12 months, the decrease of 200 basis points is, in addition to the factors already mentionec
due to additionaktowith layoffs on account of theatmsexpensedructuradjustmerdarried out by the
Company during the second half of 2015.

Hardware Result Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q153) 1216 (2Q16/1Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q153)
Hardware Revenue 59,654 64,679 -1.8% 55,771 7.0% 260,289 267,181 -2.6%

Cost of Hardware (39,681) (40,938) -3.1% (38,560) 2.9% (172,917) (153,769) 12.5%
Gross Result 19,973 23,741 -15.9% 17,211 16.0% 87,372 113,412 -23.0%
Gross Margin 33.5% 36.7% -320 bp 30.9% 260 bp 33.6% 42.4% -880 bp

Research and Development (2,941) (2,206) 33.3% (1,697) 73.3% (8,982) (6,371) 41.0%

Economic Subsidy 2,509 5,489 -54.3% 1,709 46.8% 9,967 22,138 -55.0%
Hardware Result 19,541 27,024 -27.7% 17,223 13.6% 88,357 129,179 -31.6%
Hardware Contibution Margin 32.8% 41.8% -900 bp 30.9% 190 bp 33.9% 48.3% -1440 bp

In the quarter-on-quarter comparison, the hardware result grew 13.5%, mainly due t6) the growth in net
revenue fromar dwar e, a s Net BRaweniéen & e(id) the incredasé af 260 basis points in grc
marginresulting from a combination of price incretise iemmhct ébreign exchange arstsand (iii) the
growth irevenue frothe economstibsidy (boe# under Other Operating Inchredd the change in the sales
mix during the period.

Research and development expenses increased by R$1.244 million quarter on quarter, mainly reflect
in expenses withhiouse teams and depelent institutions under the Basic Production Process (PF
exchange for a reduction in the IPI tax rate for certain hardwalevstdptbigshe Company.

Hardware seltdecreased by 27.7%eaaronyearand by 31.6% in the last 12 mibretimsinfactorsdeing(i)
the decline in net r eve nNetRevenie m e(i)dhe idorease | hardeage
costs due to the appreciation of the U.S. dollar against tiRed@rez@b5, which was not fully passed on
prices in 2016i) the decreaser@avenue from economic subsidgunced by the state government of Pare
starting from September 28d;the (iv) capitalization of hardware research and development until S
2015peingRr$1.916 million Q@15 and R$5.694 million {2@N.
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© OTHER OPERATING EXPENSES

Commercial Expenses Pro-forma Change Change Pro-forma Pro-forma LTMChange
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1916 (2Q161Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q15)
Selling Expenses (52,439) (44,113) 18.8% (47,695) 9.9% (198,954) (174,592) 14.0%
Commissions (33.319) (38,649) -13.8% (37,722) -11.7% (150,988) (158,941) -5.0%
Subtotal (85,758) (82,762) 3.6% (85,417) 0.4% (349,952) (333,533) 4.9%
% of Net Revenue 16.7% 14.9% 80 pb 15.6% 20 pb 15.6% 14.9% 70 pb
Allowance for Doubtful Accounts (7.300) (8.869) A7.7% (7.693) -4.6% (34.851) (38.162) 8.7%
Marketing and Advertising (12,026) (17,070) -29.5% (8,277) 45.3% (50,416) (53,706) -6.1%
Commercial Expenses (105,084) (108,701) -3.3% (101,347) 7% (435,219) (425,401) 2.3%
% of Net Revenue 19.3% 19.5% -20 bp 18.4% 90 bp 19.4% 19.0% 40 bp

Selling expenses and commissions taken together as a percentage of net revenue in 2Q16 increas
points year on year, mainly due1898& increase in selling expembesncrease in selling expenses mainl
reflects(i) the change in sales mix between franchisesaadohagii) the higher volume of software sales
the subscription model in the quertetiji) the recent adjustmetit® compensation modéie@kales team
with thé&eyobjective of aligning incentives related to the subscription modelnottocbdaoeshmcrease
ofselling expensdse to the transition from licenses to software subscription.

Commissiagrexpenses declined 11.7%teguan quarter, mainly dué)tthe lower volume of license sale
through franchis€s) the change in the sales mix between franchisesbaadcbasand (iii) the recent
adjustments to the c¢ omp eteas, alteadgentiomadah selling@Xpenses. e

Allowance for doubtful accounts in 2Q16 corresponded to 1.3%, compared to 1.6% in 2Q15 and in the
Notehat considering the current level of defaults in the market and the increase in the balance of acco
past due, the Company will follow closely this matter and will work on the recovery of ghevisbiedlrea

Advertising and mairkg expenses corresponded to 2.2% of net revenue in 2Q16, versus 3.1% in 2Q1
in 1Q16The yeaonyear decrease is chiefly due to the revision of the general marketing plan of the Cc
the start of integration of the marketing activi@EBYS and Bematddie quart@mquarter increase in
advertising and marketing expenses mainly refleatotiadityf marketing investments.

Administrative and Other Expenses Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1Q16  (2Q1611Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q135)
General and Administrative (44,552) (38,894) 14.5% (43,964) 1.3% (238,645) (161,850) 47.4%
Management Fees (4,050) (6,925) -41.5% (4,185) -3.2% (23,048) (29,902) -22.9%
Other Revenues (Expenses) (291) 340 -185.6% 473 -161.5% (4,542) (991) 358.3%
Administrative and Other Expenses (48,893) (45,479) 7.5% (47,676) 2.6% (266,235) (192,743) 38.1%
% of Net Revenue 9.0% 8.2% 80 bp 8.6% 40 bp 11.9% 8.6% 330 bp

General and administrative expenses corresponded to 8.2% of net revenue in 2Q16, versheye@¥s in -
onyear increase in the share of general and administrative expenses is(miaifly duettce d e c | i n
net revenue 1 n t heNepRevenle ds eatalgi) bogioemmagenncreade in thre last
months comparedthe same periofdhe previous year.

Management fees decreased by 41.5% year on year, chi@flgalimeization of the management structure
the Company during 1Hb@; (iixhe provision for bonus for achievement of financial andargitsdogl
executives in the period.
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Depreciation and Amortization Pro-forma Change Change Pro-forma Proforma LTM Change
Expenses 2Q16 2015 (2Q16/2Q15) 1216 (2Q16/1Q16) LTM-2Q16 LTM-2Q15  (2Q16/2Q153)
Depreciation (7,167) (6,481) 10.6% (7,181) -0.2% (28,315) (24,47T) 15.7%
Amortization (22,955) (25,362) -9.5% (23,967) -4.2% (91,335) (82,853) 10.2%
Depreciation and Amortization (30,122) (31,843) -5.4% (31,148) -3.3% (119,650) (107,330) 11.5%
% of Net Revenue -5.5% -5.7% 20 bp -5.6% 10 bp -5.3% -4.8% -50 bp

In 2Q16, depreciation and amortization expenses decreased by 5.4% year on year, al@nbtidoeofo t
the acquisition price of Virtual Age ascertained in 2Q15, when there was an extraordings$ mmipact of
from the X@honth accumulated amaddizaftsintangible assets.

EBITDA AND NET INCOME
EBITDA Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2Q15  (2Q16/2Q15) 1016  (2Q16/1Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q15)
Net Income 37,111 68,432 -44.9% 49,763 -24.2% 154,646 314,912 -50.9%
Net Margin 6.9% 12.3% -540 pb 9.0% -210 pb 6.9% 14.1% -720 pb
Equity Pickup - - - - - - 319 -100.0%
Income Tax and Social Contribution 15,478 28,384 -45 5% 22,313 -30.6% 28,078 113,380 -75.2%
Financial Result 12,732 (7.358) -273.0% 10,528 21.0% 24,007 (27,818) -186 3%
Depreciation and Amortization 30,979 32,828 -5.6% 32,000 -3.2% 123.134 110,957 11.0%
EBITDA 96,900 122,286 -20.8% 114,602 -15.4% 329,865 511,750 -35.5%
EBITDA Margin 17.8% 22.0% -420 bp 20.8% -300 bp 14.7% 22.8% -810 bp
Additional provision for contingencies - - - - - 59,022
Additional Costs with Layoffs - - - - - 17,264
Expenses Regarding Corporate Reorganizatior - - - - - 10,951 - -
Provision for Impairment - - - - - 2,536 1,624 56.2%
Provision for Inventory Losses - - - - - 2,053 - -
Write-Off of Provigions for Acquisitions - - - - - (6,388) - -
Adjusted EBITDA 96,900 122,286 -20.8% 114,602 -15.4% 415,303 513,374 -19.1%
Adjusted EBITDA Margin 17.8% 22.0% -420 bp 20.8% -300 bp 18.5% 22.9% -440 bp

EBITDA in 2Q16 totaled R$96.900 million, down 20.8% from 2Q15 and 15.&E®ITiod m@dpn in the
quarter stood at 17.8%, compared to 22.0%and22118% in 1Q16.

The yeaonyear decline in EBITDA was mainly @uthéodecrease in license fee reyinties higher share
of subscription sales, which generate less revenue in the short term due to deferred recognidiii)of re
the decline in har dw&ong&ibutioea MaginbeBusinass ec b mmaent e c

In the quartenquarter comparison, the decline in EBITDA in 2Q16 is mainly due to the dreguih soft
which in turn was largely due to the oielatieiese fee revenag commented in the sectidetsReventiand
“Contribution Margin by Business

Net Income Pro-forma Change Change Pro-forma Pro-forma LTMChange
(R$ thousand) 2Q16 2Q15  (2Q16/2Q135) 1016 (2Q16/1Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q13)
Net Income 37,711 68,432 -44.9% 49,763 -24.2% 154,646 314912 -50.9%
Net Margin 6.9% 12.3% -540 pb 9.0% -210 pb 6.9% 14.1% -720 pb

Additional provision for contingencies - - - - - 38,955

Additional Costs with Layoffs - - - - - 11,394

Expenses Regarding Corporate Reorganization - - - - - 7,228 - -

Provigion for Impairment - - - - - 1.674 1,072 56.2%

Provision for Inventory Losses - - - 1,355 -

Write-Off of Provisions for Acguisitions - - - - - (4,216) - -

Extraordinary Amortization of Virtual Age - 910 -100.0%

Additional Provision for Debentures Premium - - - - - 5,958 - -
Adjusted Net Income 37,7111 68,432 -44.9% 49,763 -24.2% 216,994 316,894 -31.5%
Adjusted Net Margin 6.9% 12.3% -540 bp 9.0% -210 bp 9.7% 14.1% -440 bp
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The decrease in net income in 2Q16 and in adjusted net income in the last 12 months, compared to t
the previous year, was mainly doe negative financial result in 2Q16 and in the last 12 months, espec
ta (ijthe reduction in finarreisiiitlue to the payment of R$473.585 million in casbrfirdte reorganization
with Bematech in 4Q4bich led the Company fraeh@sh position in 2Q15 to a net debt positionand2Q1¢€
(ii) the gain from the sale of minority interest in ZeroPaper in 1Q15.

In the quartenquarter comparison, the steeper decrease in net income than the decline in EBITDA m
theinmase in the Company’s gross debt during th
Ordinargnd Extraordinary Shareholders Meeting held on April 26, 2016.

CASH FLOW AND DEBT

105.1

L[

143 159
665 40 334

828.9

Net Debt 1Q16  Debt1Q16 Cash and cash Net Income, Working CAPEX Intangibles Dividens Net Shares Netloans Cash and cash Debt2Q16 Net Debt 2Q16
equivalents excluding non-  Capital Buyback equivalents
1Q16 cash items 2Q16

Gross cash decreased by R$60.087 million in theajolgrtire t6) net income, excludingaash items, of
R$105.116 milligii) working capital investments of R$26.095 million, positively affected by the re
inventories during the pefiognet investments in fixed assets, in the ahR8h4.316 millign) the
disbursement of B855 million for the astjioin of intangible assets, including mainly the payment of patr
price related tive acquisition of UnurthbysubsidiaBematectv)the payment of dividends reiatied fiscal
year oR015M) t he payment of R$4. 0r8pB8rchasad theipavigmetfofales t |
and () the partial amortization of the principal amount of the BNDES loan taken by TOTVS in 2013.

Net debt totaled R$493.028 million in 2Q16, equivalent prdf@tivaejusted EBITDA in the last 12 month

11
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© SCHEDULE OF AMORTIZATION OF GROSS DEBT

788.3
R

142.7
232.4

LB 2207
60.4 187.9 | 283 |
E | = A ]
329 38.4 141.1
11,0
6038 [
148.0
6.2

Debt in 12 months in 24 months in 36 months in 48 months 60 months

® Loans and Financing Debentures m Obligation relating to acquisitions net

Gross Debt (loans + financing + debentures + obligatiadacquisitiamet oimarketableecurities) totaled
R$788.316 million in 2Q16, versus R$828.861 milliddoteli@dithe Company must comply with the final
covenants related to the loans and financing contracted from BNDES and the debentures issued, as

1 Loans and Financing contracted by TOTVS fromBNDES: (i ) Shar ehol der s’ [
than 40%and (iiNetDebt/EBITDA equal to or lower thalh thése indicators are not achieved, tf
Company shall provide collateral in an amount déeasil 8D&b6 of the balance due on credit operatic
contractedith BNDE®at exceed 20% of total assets, or present a bank guarantee correspond
amount exceeding 20% of total défstsndicator of Net Debt / EBITDA is greater th&omhpaime
shall provide collateral in an amount equal to at least 130% of the financing or debt,anising
present a bank guarantee in the aohthstebt.

1 Loans and Financing contracted by BematechfromBNDES: ( i ) Sh ar e h o | ste higher
than 40%; (Net 2bt/BITDA equal to or lower than 2.0; &eb(ii§ervice Coverage Ratio equal to
greater than 1.786 the hypothesis of-achievement, the Company shall provide collateral in an a
equal to at least 130%efittancing or debt arising therefrgmesent a bank guarantee in the amot
of debt.

91 Debentures issued by TOTVS: (i) Net Debt /EBITDA equal to or lower tkigneBOf DA/Net Revenue
equal to or greater than Hofb(iii) EBITDA/Debt Service tequagireater than 1.0.

91 Debentures issued by Bematech: (i) Net Debt /EBITDA lower than 2.5;

The balance of the Company's gross debt willibedamgd2020, of whicl28%414 million will be
amortized over the next 12 months. It is importanhtthatehégrincipal amount of the debentures
issuedp TOTVS in 2008, amounting4®,600 million, willdmeortizedn August 19, 2016.

12
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OWNERSHIP BREAKDOWN

TOTVS closed 2Q16 with capital stock of R$541.374 million, consisting of 165,842/ witmm66.9%

free floaEree float is calculated as the total number of Company shares, excluding shares owned by
and related persons, Fundacao Petrobras de Seguridade Social (PETROS) and BNDES Participacoe
and treasury stoln 2Q16, 97.1% of the free float was held by institutional investors and 93.5% by forei

(In % of the Free float) 2Q16 1Q16 4Q15 3Q15 2Q15

Non-Institutional Investor 2.9% 3.8% 3.8% 3.4% 3.3%

Institutional Investar 97 1% 96.2% 96.2% 96.6% 96.7%

TOTAL 100.0% 100.0%  100.0%  100.0%  100.0%

National Investor 6.5% 7.0% 7.9% 7.2% 6.9%

International Investor 93.5% 83.0% 92 1% 92 8% 83.1%

TOTAL 100.0% 100.0%  100.0%  100.0%  100.0%
ABOUT TOTVS

Top provider of business solutions for companies of all sizes, it provides management software, co
productivitplatforms, hardware and consulting services, with absolute leadership in the SMB mai
America. With over 50% market share in Brazil, it is ranked by Interb¥andsasaheaBle brand in Brazil.
TOTVS is present in 41 countries vatthemoR$2 billion in revenues. In Brazil, it has 15 branches, 52 fral
five thousand distribution channels and 10 development centers. Outside Brazil, it has 7 branches anc
centers (United States, Mexico, China and Taiwan). icGoriughen, vigitvw.totvs.com

This report contains fordaoking statemetttat are based not just on historical facts but reflect the desires and expectations
statements that necessarily involve known and unknémowniskisks include uncertainties that are not limited to the impact
and producbcmp et i ti veness, the acceptance of products by t
competitors, regulatory approval, currency fluctuations, supply and production difficulties and changesng ptbducis&ales, |
This report also contains cemaformeastatements prepared by the Company exclusively for informational and reference pur
are therefore unauditBas report is updated to the present date and TOTVS is under no obligationhter updattuid éunew
information and/or future occurrences.
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ATTACHMENT I - INCOME STATEMENT
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CONSOLIDATED INCOME STATEMENT Pro-forma Change Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1016 (2Q1611Q16) LTM-2Q16 LTM-2Q15 (2Q16/2Q15)
Net Revenue
License Fees 39,600 58,179 -31.9% 51,544 -23.2% 205,075 279,580 -26.6%
Maintenance 250,214 239,245 4.6% 251,635 -0.6% 990,239 941,607 5.2%
Subscription 54,289 46,337 17.2% 52,107 4.2% 204,045 174129 17.2%
Hardware 59,654 64 679 -7.8% 55,111 70% 260,289 267181 -2.6%
Services 141,156 148 344 -4 8% 140,363 06% 585115 578,190 12%
544913 556,784 -2.1% 551,420 -1.2% 2,244 763 2,240,687 0.2%
Operating Costs
Cost of Software (20,709) (19,711) 51% (17.511) 18.3% (62,362) (87,590) -5.0%
Cost of Support (32,813) (26,827) 22.3% (31,662) 36% (122,137) (101,931) 19.8%
Cost of Hardware (39,681) (40,938) -31% (38,560) 2.9% (172,917) (153,769) 12.5%
Cost of Services (126.607) (130.732) -3.2% (127.826) -1.0% (540,876) (522,526) 3.5%
(219,810) (218,208) 0.7% (215,559) 2.0% (918,291) (865,816) 6.1%
Gross Income 325,103 338,576 -4.0% 335,861 -3.2% 1,326,472 1,374,871 -3.5%
Operating Expenses
Research and Development (77,592) (68,584) 13.1% (74,797) 37% (308,604) (270,742) 14.0%
Selling (52,439) (44,113) 18.9% (47,695) 9.9% (198,954) (174,592) 14.0%
Commissions (33,319) (38,649) -13.8% (37,722) -11.7% (150,998) (158,941) -5.0%
Allowance for Doubtful Accounts (7,300) (8,869) -17.7% (7,653) -4.6% (34,851) (38,162) -8.7%
Marketing and Adverlising (12,026) (17,070) -29.5% (8,277) 45.3% (50,416) (53,708) -5.1%
Depreciation and Amortization (30,122) (31,843) -5.4% (31,148) -3.3% (119,650) (107,330) 11.5%
General and Administrative (44,552) (38,894) 14.5% (43,964) 1.3% (238.645) (161,850) 47 4%
Management Fees (4.050) (6.925) -41.5% (4.185) -3.2% (23,048) (29,902) -22.9%
Other Revenues (Expenses) 2,218 5,829 -61.9% 2,182 1.6% 5425 21,147 -74.3%
(259,182)  (249,118) 4.0% (253,259) 23% | (1,119,741)  (974,078) 15.0%
EBIT 65,921 89,458 -26.3% 82,602 -20.2% 206,731 400,793 -48.4%
Financial Result
Financial Revenue 18,093 30,351 -40.4% 20,204 -10.4% 105,940 112,926 -5.2%
Financial Expense (30,825) (22,993) 34.1% (30,730) 0.3% (129,947) (85,108) 52.7%
(12,732) 7,358 -273.0% (10,526) 21.0% (24,007) 27,818 -186.3%
Earnings Before Taxes (EBT) 53,189 96,816 -45.1% 72,076 -26.2% 182,724 428,292 -57.3%
Income Tax and Social Contribution
Current (12,760) (5.441) 134.5% (23,119) -44 8% (69,265) (93,513) -25.9%
Deferred (2.718) (22,943) -88.2% 806 -437.2% 41,187 (19,867) -307.3%
(15,478) (28,384) -45.5% (22,313) -30.6% (28,078)  (113,380) -75.2%
Net Income 37,11 68,432 -44.9% 49,763 -24.2% 154,646 314,912 -50.9%
Net Margin 6.9% 12.3% -540bp 9.0% -210 bp 6.9% 14.1% -720 bp
EBITDA 96,900 122,286 -20.8% 114,602 -15.4% 329,865 511,750 -35.5%
Ebitda Margin 17.8% 22.0% -420 bp 20.8% -300 bp 14.7% 22.8% -810 bp
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CONSOLIDATED BALANCE SHEET Pro-forma Change Change
(RS thousands) 2Q16 2Q15  (2Q16/2Q15) 1Q16  (2Q16/1Q16)
ASSETS
Current assets
Cash and cash equivalenis 295,288 771,621 -61.7% 355,375 -16.9%
Accounts receivable 560,219 582,134 -3.8% 560,496 0.0%
Allowance for doubtful accounts (73,041) (66,622) 9.6% (786,698) -T1-2%
Inventory 43,771 29,575 48.0% 51,182 -14.5%
Recoverable taxes 84,879 69,545 22.0% 84,210 0.8%
Marketable securities 92,451 43,030 114.9% 89,851 2.9%
Other current assets 65,334 49,866 31.0% 55,107 18.6%
1,068,901 1,479,149 -27.7% 1,117,523 -4.4%
Non-current assets
Long-term assets
Accounts receivable 37,523 33,836 10.9% 39,396 -4.8%
Deferred income tax and social contribution 12,787 39,208 85.7% 71,257 22%
Judicial deposits 43,228 37,001 16.8% 45,566 -5 1%
Recoverable taxes 19,756 11,962 65.2% 17.881 10.5%
Other receivables 26,655 18,033 47.8% 26,683 0.1%
Marketable securities 16,964 70,967 -76.1% 17,510 -3.1%
Financial assets at fair value 55,943 54,088 35% 62,015 -9.8%
Permanent assets
Property, plant and equipment 114,899 98,977 16.1% 109,528 4.9%
Intangible assets 1,080,415 1,006,007 54% 1,080,985 -1.9%
1,448,180 1,370,059 5.7% 1,470,801 -1.5%
TOTAL ASSETS 2,517,081 2,849,208 -11.7% 2,588,324 -2.8%
LIABILITIES
Current liabilities
Suppliers 66,073 83,640 -21.0% 65,813 0.4%
Loans and financing 165,498 32,714 405 9% 170,615 -3.0%
Debentures 60,380 49797 21.3% 60,249 0.2%
Taxes payable 19,206 19,506 -1.5% 17,593 9.2%
Salaries and social charges payable 150,977 143,721 5.0% 134,252 12.5%
Commissions payable 47,262 59,212 -20 2% 55,517 -14 9%
Dividends payable 1,725 1,508 14 4% 1,575 9.5%
Obligation relating to acquisitions 98,987 54 469 81.7% 97,199 1.8%
Other liabilities 7,212 8,729 -16.7% 7,314 -0.6%
617,380 453,296 36.2% 610,127 1.2%
Non-current liabilities
Loans and financing 438,343 475,353 -7.8% 467,266 -6.2%
Debentures 82,299 123,176 -33.2% 79,753 3.2%
Income tax and social contribution deferred - 11,200 -100.0% - -
Provision for contingencies 94,374 29,506 218 9% 89,664 50%
Obligation relating to acquisitions 52,224 125,182 -58.3% 61,140 -14.6%
Other liabilities 254 5,570 -95.4% 6,585 -96.1%
667,494 770,077 -13.3% 704,608 -5.3%
Shareholders’ equity
Capital 541.374 871,193 -37.9% 541,374 0.0%
Treasury stock (75,045) (38,710) 93.9% (71,012) 5.7%
Capital reserve 158,544 92,188 720% 158,751 -01%
Income reserve 607,981 669,036 -9.1% 636,641 -4 5%
Other comprehensive income (461) 23,596 -102.0% 7.814 -105.9%
Minarity interests (188) 8,534 -102.2% 21 -985.7%
1,232,207 1,625,835 -24.2% 1,273,589 -3.2%
TOTAL LIABILITIES AND EQUITY 2,517,081 2,849,208 -11.7% 2,588,324 -2.8%
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CONSOLIDATED CASH FLOW Pro-forma Change  Pro-forma Change Pro-forma Pro-forma LTM Change
(R$ thousand) 2Q16 2015 (2Q16/2Q15) 1Q16  (2Q16MQ16) LTM-2Q16 LTM-2Q15 (2Q16/2Q15)
Net income before taxes 53,189 96,816 -45.1% 72,076 -26.2% 182,724 428,292 -57.3%
Adjustments:
Depreciation and amortization 30,979 32828 -5.6% 32,000 -3.2% 123,134 110,957 11.0%
Share-based payment (207) 1,384 -115.0% (462) -55.2% 1,130 5,112 -77.9%
Losses (Gaing) on sales of assets 454 a7 421.8% 858 47 1% 5831 (3,442) -269 4%
Allowance for doubfful accounts 7,300 8,869 A7.7% 7.653 -4 6% 34,851 38,162 -8.7%
Equity pickup - - - - - - 319 -100.0%
Provision (Reversal) for contingencies 4,510 (386) -1268.4% (643) -801.4% 66,527 223 297327%
Provision (Reversal) for other obligations - 401 -100.0% - - (6,028) 10,646 -156.6%
Interest, monetary and exchange variations, net 21,850 17,267 26.5% 16,951 28.9% 71,972 42973 67.5%
Changes in operating assets and liabilities:
Trade accounts receivable (10,807) (16,086) -32.8% 1,248 -965.9% (9.123) (49,740) -81.7%
Other assets (14,457) (17.,609) -17 9% (29,056) -50.2% (15,2786) 15,972 -195 6%
Inventory 6,411 (4,546) -241.0% (7.998) -180.2% (13.780) 3,463 -497 9%
Judicial deposits 2,338 (2,375) -198.4% (2,159) -208.3% (6.,227) (7.454) -16.5%
Social and labor obligations 16,725 15,352 8.9% 1.100 1420.5% 9,154 758 1107 7%
Taxes recoverable (2,544) (20,689) -87 7% (2.926) -13.1% (34,594) (41,934) -17 5%
Suppliers 260 9,702 -97.3% (21,119) -101.2% (17.966) 12,470 -244 1%
Commissions payable (8,255) (2,812) 193.6% (1.062) 677.3% (11.297) (1.747) 546.7%
Taxes payable (9,450) B75 -1500.0% (13,499) -30.0% (52,220) (36,465) 43.2%
Other accounts payable (6,316) (4,154) 52 0% 1,666 -479. 1% 286 (1.441) -119.8%
Operating cash flow 91,980 114,724 -19.8% 54,628 68.4% 329,098 527,124 -37.6%
Interest paid (11,262) (8,223) 37.0% (15,857) -29.0% (62,758) (31,992) 96.2%
Income tax and social contribuition paid (1,697) (6,676) -74 6% (10,950) -84 5% (14,495) (48,020) -69.8%
Net operating cash flow 79,021 99,825 -20.8% 27,821 184.0% 251,845 447112 -43.7%
Purchases of intangible assets (15,855) (19,402) -18.3% (15,004) 57% (35,504) (72.663) -51.1%
Sale (Acquisition) of investments at fairvalue - (1,077) -100.0% - - 2,894 -100.0%
Acquisition of subsidiary, net of cash - - - - - (501,966) (42,956) 1068.6%
Value of fixed assets sale 553 201 1751% 316 75.0% 1,313 737 78.2%
Acquisition of fixed assets (14,869) (9,408) 58 0% (5,544) 168 2% (52,410) (40,893) 28.2%
Net cash used in investing activities (30,171) (29,686) 1.6% (20,232) 49.1% (588,567) (152,881) 285.0%
Payment of principal on loans and financing (42,428) (2,278) 1762.5% (42,295) 0.3% (92,646) (20,011) 363.0%
Payment of principal on Debentures (2,416) - - (5,560) -56.5% (47 ,444) 49,242 -196 3%
Dividends paid (66,485) (145,386) -54.3% (31,284) 112.5% (137.283) (200,933) -31.7%
Loans and financing 6,425 - - 510 1159.8% 188,390 227.078 -17.0%
Paid in capital - 277 -100.0% - - 1) 528 -100 2%
Share (Repurchase) Sale (4,033) 10,885 -137.1% - - (50.627) (33.214) 52.4%
Net cash used in financing activities (108,937) (136,502) -20.2% (78,629) 38.5% (139,611) 22,690 -715.3%
Increase (decrease) in cash and cash equivalents (60,087) (66,363) -9.5% (71,040) -15.4% (476,333) 316,921 -250.3%
Cash and cash equivalents at the beginning of the period 355,375 837,984 -57 6% 426,415 -16.7% 771,621 454,700 69.7%
Cash and cash equivalents at the end of the period 295,288 7716241 -61.7% 355,375 -16.9% 295,288 771621 -61.7%
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ATTACHMENT IV - RECONCILIATION OF PRO-FORMA RESULTS OF
THE SECOND QUARTER OF 2015 (2Q15)

INCOME STATEMENT TOTVS Bematech  Pro-forma
(R$ thousand) 2015 2Q15 2015
Net Revenue
License Fees 96,137 2,042 28,179
Maintenance 224,971 14,274 239,245
Subscription 32,114 14,223 46,337
Services 138,130 10,214 148,344
Hardware - 64,679 64,679
451,352 105,432 556,784
Operating Costs
Cost of Software (17,389) (2,322) (19,711)
Cost of Support (20,217) (6,610) (26.827)
Cost of Services (119,185) (11,547) (130,732)
Cost of Hardware - (40,938) (40,938)
(156,791) (61,417) (218,208)
Gross Income 294,561 44,015 338,576

Operating Expenses

Research and Development (61,687) (6.,897) (68,584)
Selling (33.752) (10,361) (44.113)
Commissions (37.382) (1,267) (38,649)
Allowance for Doubtful Accounts (7.648) (1.223) (8.869)
Marketing and Advertising (14,693) (2.377) (17.070)
Depreciation and Amortization (28,287) (3,556) (31,843)
General and Administrative (28,155) (10,739) (38,894)
Management Fees (5,291) (1,634) (6,925)
Other Revenues (Expenses) 1,085 4744 5,829
(215,808) (33,310) (249,118)
EBIT 78,753 10,705 89,458
Financial Result
Financial Revenue 26,997 3,354 30,351
Financial Expense (17,756) (5,237) (22,993)
9,241 (1,883) 7,358
Earnings Before Taxes (EBT) 87,994 8,822 96,816
Income Tax and Social Contribution
Current (4.470) (971) (5.441)
Deferred (23,085) 142 (22,943)
(27,5585) (829) (28,384)
Net Income 60,439 7,993 68,432
Net Margin 13 4% 7 6% 12 3%
EBITDA 107,040 15,246 122,286
Ebitda Margin 237% 14.5% 22.0%
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