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1. DECARATION ANDENTIFICATION OF THE INDIVIDUALS RESPONSIBLE FOR
THE FORM CONTENTS

1.1. Statement and identification of the individuals responsible

Name of the individual responsible for the form contents Gilsomar Maia Sebasti&o
Position Investor Relations Officer

Name of the individual responsible for the form contents Laércio José de Lucena Cosenti
Position CEO anéresident

The directors gualified above state that

(a) they reviewed this Reference Form;

(b) all the informationcontained in this 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 the
/ 2 YLI y & Qa-findndad sft@aNoh, Of the risksherent to its activities and of the
securities issued by it.
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2. AUDITORS

2.1. |/ 2.2.Regarding the independent auditors, indicate

Auditor: Yes

CVM Code: 2879

Auditor type: National

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

Services provisioning period: 01/01/2012to 12/31/2016

Description of the services hired: = Professional services regarding the external audit of
Company’sfinancial statementsand the review the quarterly
information of the Company (parent compaynd consolidated)
Total amount of the independent | In 2016:

auditors compensation Audit of the financial statements: R$995,279.00; Review of
segregated by service: Purchase Price Allocation Report: R$30,000.00; Review of
software development environment controls (ISAE):
R$172,614.41

TOTAL: R$ 1,197,893.41

Replacement justification: Replacement by Ernst & Young Auditores Independentes S.S
to the rotation of external auditorsof the fiscal year 2017, i
compliance with CVM Instruction 308/99.
Reason presented by the auditor . N/A

in the event of disagreement with
the issuer's justification:

Name of the technical Ricardo Novaes de Queiroz

responsible:

Services provisioningeriod: 01/01/2012to 12/31/2016

CPF: 528.099605-00

Address: Av. Francisco Matarazzd,400, Torre Toring Agua BrancaS&o
Paulo, SP, Brasil, CEBO01-903
Phone:55(11)36743433

Fax 55(11)3674 2@5
e-mail: ricardo.queiro®@brpwc.com

Auditor: Yes

CVM Code: 471-5

Auditor type: National

Name/Corporate name: Ernst & Young Auditores Independentes S.S.
CNPJ: 61.366.936/000125

Services provisioning period: Since 01/01/2017

Description of the services hired: | Professional services regardinthe external audit of the
Company’s financial statements and the review the quart
information of the Company (parent company and consolidate
Total amount of the independent . In 2016:

auditors compensation Elaboration ofAppraisal Report of Purchase Allocation:
segregated by service: R$74,141.50; Compliance Consulting: R$77.35

TOTAL: R$95,718.85

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

Name of thetechnical Luiz Carlos Marques

responsible:

Services provisioning period: Since 01/01/2017

CPF: 043.982.278&7

Address: Av. Presidente Jucelino Kubitschek, 1909, 7th floor, Vila

Conceicédo, Sao Paulo, SP, Brasil, CEP: 04343
Phone: 55 (11) 2573473

Fax: 55 (11) 2573 5880

e-mail: luizcarlos.marques@br.ey.com

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]l,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 objectiveneagcessary to the performance of the independent audit services, as
well asobtainthe recommendatiorfrom its audit Committee.
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3. SELECTED FINANCIADRMATION
3.1. Financial informationc Consolidated
2016 2015 2014
Net equity (in R$) 1,220,917,208.58 1,237,732,019.31  1,118,062,328.0¢
Total assets (in R$) 2,443,910,955.95 2,662,075,365.77 2,143,866,948.6:

Net income (in R$) 2,183,784,381.98

1,908,736,897.73

1,772,447,553.9¢

Gross income (in R$) 1,307,006,494.98

1,202,268,090.01

1,173,288,717.2¢

Net income (in R$) 152,658,456.44

195,529,306.83

262,959,582,18

Number of shares, ex 163,344,952 163,438,452 162,034,061
treasury
Book value othe share (in 7.474472 7.572796 6.900169
R$)
Net income per share (in R$ 0.930000 1.200000 1.6100000
Diluted earnings per share 0.93 1.19 1.59

3.2. Non-accounting measures

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

Consolidated (in thousand R$ 2016 2015 2014
EBITDA 343,917 332,042 436,587
EBITDA Margin% 15.7% 17.4% 24.6%

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

Consolidated (in thousand R$) 2016 2015 2014
Net Income 152,269 194,946 262,798
Equity pickup - 75 583
Income and social contribution taxe: 23,252 59,888 97,460
Financial result 36,732 (26,526) (13,182)
EBIT® 212,253 228,383 347,659
Depreciation / Amortization 131,664 103,660 88,928
EBITDAY 343,917 332,043 436,587
Net Revenue 2,183,786 1,908,737 1,772,447
EBITDA Margin% 15.7% 17.4% 24.6%

DThe EBIT is theet profit for the period, plusincome taxedinancialexpensa net of financialncome

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

©® EBITDA margin consists of tBBITDA divided by the net revenues of the same period.

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 bthe 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 not capitalized, bej fully
reflected in the research and development expense line of the income statementaftéistingthe
EBITDA and EBITDA Margin of the Company.

3.3. Subsequent events to the last financial statements

Subsequent eventeferto events occurred during the period corresponding to the end of fiscal
year 205 or December 31, 2016 and the date of approval of the issuance of financial
statements by the Company’s Board of Directors, whiah February 20, 2017

The Companyeported in its financial statements for the year esdl December 31, 2@]

availableon the CVM websitewiww.cvm.gov.by and on its own websit in the investor
relations section i.totvs.com, that there wereno subsequent events related to the 201
financial year.
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3.4. Policy for theprofits destination

In R$ 2016 2015 | 2014
Rules for profit The Company has no policy rules establishing additional to those provided b
retention retention. According to Law 6,404/76, the Company can retain fiveeppt (5%), at least

for the legal reserve, until it reaches twenty per cent (20%) of the social capital. |
year during which the legal reserve balance plus the amounts of the capital res
exceeds thirty per cent (30%) of the social capital, testidation of part of the yea
profit to the legal reserve will not be mandatory. Moreover, according o 62104/76,
the Company mayetain the amount related to the capital budget submitted by t
management with the justification earnings retentioncinding the sources and uses
capital, fixed orcurrent, and may last up a five (5) years, except icase of
implementation for longer term,of investment project. Thecapital budget may be
approved by the General Meeting tesolveon the Company’s fiancial positiorof the
year andmay bereviewed annually, whers longer than one fiscal year.

Legal retention (5%) 7,632,922.85 9,776,465.34 13,147,979.11

Profit retention in the 54,237,526.81 58,658,792.13 84,148,832.64
capital budget

rules fordividends The amountcorresponding to twentifive per cent (25%) of the net adjusted yea
distribution profit, as foreseen by Article 202 of the Corporations Law, will be destined tg
payment of the minimum necessary dividend.

Frequency of dividends | At the end of eacliiscalyear. The Bylaws (art. 34f the Company contain a provisiq
distribution regarding the possibility to distribute dividends in shorter periods.

occasional restrictions | Currently there are no restrictions regarding the distribution of dividends imposed by
to the distribution of or special regulation or agreements applicable to the Canyp

dividends imposed by
law or speciakegulation
applicable to the issued,
as well as agreements,
judicial, administrative
or arbitral decisions
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3.5. Distribution of dividends and retention of net profit

TOTVS 3.1

Fiscal Year
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(in Reais)

12/31/2016

12/31/2015

12/31/2014

Adjusted net profit

Dividend distributed regarding
the adjusted net profit

wSGidzZNy NI GS NEB:

net equity

Total dividend distributed

Net profit retained

Retention approvaldate

145,025,534.13
63.157787

7.500476

91,595,03979
54,237,526.81
04/20/2017

185,752,841.41
68.421053

10.268301

127,094,049.39
68,435,257.36
04/26/2016

249,811,603.12

66.315087

14.816954

165,662,770.48
97,296,800.63

03/30/2015

Year ended 12/31/2016 Year ended 12/31/15 Year ended 12/31/14
NI TR Amount S Amount Payment date Amount Payment date
(R$) date

Interest on capital

ordinary shares 43,605,490.37 | 08/24/2016 29,195,590.02 08/19/2015 21,769,188.56| 08/20/2014

y 40,614,573.51 | 05/10/2017 31,319,281.04 01/13/2016 19,525,634.18| 01/14/2015

Mandatory dividend

Ordinary shares | -36,552,933.04| 05/10/2017 -5,964,687.25 05/11/2016 67,958,593.85| 04/15/2015
Other Dividends

Ordinary shares | 43,897,908.95 | 05/10/2017 72,543,865.58 05/11/2015 56,409,353.89| 04/15/2015

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

There were no dividends stated on the retained profits or reservesusatdn thefiscalyearsof 2016,

2015 and 204.

3.7. Debtlevel

(Consolidated in R$)

Fiscalyear 12/31/2016

Total amount of the debt céiny nature

CGearing Ratio

1,222,993,787.33

1.00170084
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3.8. Obligations according to the nature and maturity schedule
Fiscalyearg 12/31/2016 (in R$)
Type of Type of Debt Within 1 year 1yearto 3 3yearto5 Over 5 Total
Obligation years years years
Debt Security| Floating Guarantee | 31,709,396.96 | 28,367,720.66| 30,587,000.00 0.00 90,661,117.62
Financing Unsecured Guaranteg 196,012211.37 | 185,174,788.97| 180,544,000.00; 0.00 561,741,000.34
Total Total 227,718,608.33| 213,542,509.63| 211,141,000.00| 0.00 652,402,117.96

Notes: i) Loans and financing lines wemdassified as financingvith unsecured guarantee; ii)
debentures of TOTV&nhd Bematech were classified as dedefcurity with floating guarantee The
information provided in this itennefersto the consolidated financial statements as at 31/12/201

3.9. Other relevant information

The adjusted net income for the base payment of dividends presented iitetime3.5 consists of the
net income of the parentompanyless 5%, with refers to the legal reserve.
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4. RISK FACTORS
4.1. Risk factors description

a) Risks Related to the Company

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

The revenue depends substantially on the Company’s enterprise management sofhrelated
services, and more specifically, on the fees charged for its license, subscription of its solutions by the
clients, andon the implementation and maintenance services, which represented almost all of the
revenues. If competition or other markebnditions force the Company to substantially lower its prices,

if the demand for enterprise computer software and related services in Brazil decrease, or if the Company
fails to sell new licenses, subscriptions and services, its revenue might be loweitshexpectations

which could, as a result, materially and adversely affect the operating results, cash flows and liquidity.

TOTVS may be unable to compete effectively in the highly competitive software industry

TOTVS competes with a wide rangeapanies that are active in the global, regional and local software
and professional services market, companies engaged in the development of open source software, which
may provide free of charge, and companies engaged in consulting and outsourciitieac®ome of 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, marketing and otheesources than TOTVS has, enhancing their ability to compete with the
Company. Also, the Company could lose market share if the companies with whom it competes introduce
or acquire new products that compete with the Company’s or add new functionalitiesithéhe same.

In addition, as the enterprise management software market for large businesses becomes increasingly
saturated, some of its competitors, such as SAP, Oracle and Microsoft, have indicated their intent to more
actively pursue the market for eatprise management software for smaihd mediumsized businesses,
which could have a material adverse effect on the Company’s business, results of operations, financial
conditions and cash flows.

The Company’s success depends on its ability to devetepproducts and services, integrate acquired
products and services and enhance its existing products and services

The management systems market, which represents the main market in terms of revenue in which TOTVS
competes, is characterized by constant teological advances, evolving standards in computer hardware,
software and communications infrastructure, changing and increasingly complex customer needs and
frequent product improvements and enhancements. If TOTVS fails to anticipate these developments to
enhance and improve its products and services in a timely manner or to position or price its products and
services to meet market demand, the customers may not buy new software licendescribe for the

use of software and contraservices from TOTV®, it may not be able to compete effectively for new
customers. In addition, standards for network protocols, as well as other standards adopted by the
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industry or for the Internet, are rapidly evolving. Therefore, TOTVS cannot guarantee that the ssandard
on which it has developed its current products or choose to develop new products will allow the Company
to continue competing effectively.

TOTVS growth depends on the continued service of key members of its senior management team and
on its ability to @ntinue to attract and retain qualified individuals

The future success of the Company depends in large part on the continued service of key members of its
senior management team. The loss of any key member of its senior management team could materially
afSOG ¢he¢+{ Qad o0dzaAySaa IyR 2LISNIridAz2ylf NBadzZ Gad ¢r
and key employees. There is substantial and continuous competition in the IT industry for highly skilled
sales, technical and other personnel, as the Canypcompetes in a global market for these services. As

a result, TOTVS may have to offer higher compensation to attract and retain qualified employees, which

may represent additional costs that may not be offset by improved productivity or higher prices.

Competitors 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 software and intellaghl property free and companies engaged in
consulting and outsourcing activities

The lower entry barriers, the recent trend towards outsourcing activities to external providers, including
new distribution methods (e.g. Software as a Service) and oppoismresented by the Internet and e
commerce, could result in increased competition for the Company’s products through the entry of
systems integrators, consulting firms, telecommunications firms, computer hardware vendors and other
IT service providers.

In addition, TOTVS believes that competition tends to increase as a result of consolidations among current
and potential customers of its products, as well as among its competitors, or as a result of strategic
alliances between its competitors and othemgpanies. In response to competition, consolidation within

the industries in which we are active and general adverse economic conditions, TOTVS has been required
in the past, and may be required in the future, to discuss discounts for its products anteseswvieven

modify its billing practices. These developments have affected and may continue to affect its business and
results of operations.

TOTVS may experience significant errors, delays or security flaws in its products and services

Despite testing por to their release, software products frequently contain errors or security flaws,
especially when first introduced or when new versions are released. Errors in its software products could
affect their ability to work with other hardware or software mhacts, could delay the development or
release of new products or new versions of products and could adversely affect market acceptance of its
products. If the Company experiences errors or delays in releasing new products or new versions of
products, its inancial condition, cash flow and results of operations could be materially adversely
affected. Software product errors and security flaws in its products or services could expose TOTVS to
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product liability, performance and/or warranty claims and couldrhafOTVS” reputation, which could
affect its future sales of products and services. In addition, addressing problems and claims associated
with actual or alleged errors or security flaws can require significant time and resources, which could
divert resoures and the attention of key employees from other operations, result in unexpected expenses
and have a material adverse effect on its business, financial position and results of operations.

TOTVS may fail to achieve its financial forecasts or make inadégdacisions due to inaccurate sales
forecasts or other factors

The revenue, and particularly the new software license revenue, is difficult to forecast. TOTVS uses a
GLALISE AYySé aedadasSyz | 02YY2y Ay Rdza bbisiBess INsal€Sieand S = (i 2
analyzes the status of all its product and service sales and estimates when a customer is likely to make a
purchase decision and the amount of the sale. These estimates are aggregated periodically to generate a
sales pipeline and nygprove to be inaccurate during a particular quarter or over a longer period, in part
0SOlFdzaS GKS LIALIStAYS aO2y@SNEAAZ2Y NI GS¢é o0GKS 0O2y @S
to estimate. A variation in the conversion rate of the pipelitself can make TOTVS to plan its budget
incorrectly thereby adversely affecting its business or results of operations. In particular, a reduction in
demand for information technology or a eé&celeration of the Brazilian or Latin American economy could

reduce the conversion rate in certain periods as purchasing decisions are delayed, reduced in amount or
canceled. The conversion rate can also be affected by the tendency of some of its customers to wait until

the end of each month, quarter and fiscal jwat in the hope of obtaining more favorable business terms.

Because a substantial portion thie contracts responsible for generating theftware revenue contracts

are completed inthe end of thequarter, and its cost structure is largely fixed in the rsherm, revenue

shortfalls tend to have a disproportionately negative impact on its profitability. Delays in even a small
number of large software license transactions can cause its quarterly results to fall significantly short of

its predictions.

IT searity measures may be breached or compromised and it may sustain unplanned IT system outages

TOTVS relies on encryption, authentication technology and firewalls to provide security for confidential
information transmitted to and by the Company over theelmtet. Anyone who circumvent security
measures of the Company and/or its suppliers could misappropriate proprietary information from the
Company and/or its customers, or cause interruptions in services or operations of the Company and its
customers. The tarnet is a public network, and data is sent over this network from many sources. In the
past, computer viruses and software programs that disable or impair computers have spread rapidly
across the Internet. Computer viruses could be introduced into #g&egys or those of its customers or
suppliers, which could disrupt the Company’s network or make it inaccessible to customers or suppliers.
{ SOdzNR (& YSIF&adaNBa YlIeé 06S AYylFIRSIldz2GS (G2 LINBOSy
Datacenteirislocated ner the Campo de Martairportin S&o Paulo, a place with potential risk to aviation
accidents.If the mentioned risks materialize, the Company's business may be adversely affected.
Furthermore, TOTVS may be required to expend significant capital andrefitemces to protect against

the threat of security breaches and to alleviate problems caused by breaches as well as by any unplanned
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unavailability of the IT systems of the Company or its clients, generally for other reasons, which could
adversely affecit business or operational results.

Acquisitions present many risks, and TOTVS may not realize the financial and strategic goals that were
contemplated at the time of any transaction

The acquisition of assets is an important element of the Companyperate strategy, and TOTVS expects

to continue to acquire companies, products, services and technologies. Risks we may encounter due to
an acquisition include the following: (i) the acquisition may not contribute to its business strategy, or we
may paymore than its real value; (ii) it may have difficulty assimilating the acquired technologies or
products with its product lines thereby failing to maintain uniform standards, controls, procedures and
policies; (iii) its relationship with current and new ployees, clients and distributors could be impaired,;

(iv) the due diligence process may fail to identify technical problems, such as issues with the acquired
O2YLI yeQa LINPRdzOG ljdzl £t AG& 2NJ LINPRdzOG & ( Nabildyj dzNBET 6
intellectual 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
RAGSNI AdGa YI yl 3 Sxsing dpetions;aadJwiYithraybe dnbiie Yo 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, whic
could adversely affect the Company's business. During this integration process, 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 quality 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 inabilityto coordinate and integrate sales efforts and development of software to effectively
communicate the possibilities of selling combined products, so @ekbsproducts and successfully
manage the combined sales of products as well as the integrationv&lalement 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 coultlave a material adverse effect on the Company’s business, 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 rétatedure acquisitions, existing
shareholders may have their holdings diluted, and earnings per share may decline.

TOTVS may be subject to unfavorable results in legal or administrative suits that could adversely affect
its results and financial position
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The Company is a party to legal and administrative suits. Unfavorable rulings on these suits may negatively
affect the results and financial position of the Company, if the guarantees contracted and provisions
constituted by the Company are not enoughftdly satisfy the total amount that the Company may be
summoned to honor.

The Company may be subject to ribased processes allegations of breach of copyrights of third party
intellectual property

The Company is subject to this kind of risk due, in part, to the recent increase in number of patents and
copyrights registered by tech companies. There may be technological improvements, growth and
development of new solutions new product mallg the Conpany with the objective of meeting demand
market with standards already developed and registered by other companies in the sector information
technology. The Company verifies the copyrights before the developmeit$ sblutions in order to
reduce theirexposure to lawsuits based on claims of breach of copyright of intellectual property.

The Company may be subject to risks related to raw materials costs

A portion of our raw materials and/or components for hardware manufacturing has its prices directly or
indirectly pegged to the US dollar. In these terms, their prices and/or prices of its components vary
according to changes in supply and demand as well as the variation of the exchange rate.

Traditionally, several factors that are and will continue toole of our control contribute to the change
in prices of these raw materials in the international market.

In the case of a significant increase in the prices of imported raw materials or linked to the US dollar, we
may be unable to pass these costs on tor customers, which may affect our profit margins and our
business. Additionally, if the price increase is passed on to our customers, our sales may be reduced and
some of our products may lose certain tax incentives linked to the maximum sales pride caiid have

a material adverse effect on our business, financial condition, operating results and cash flows.

The Company may be subject to secusiglated risks in transactions involving our products or services.

Fraud protection is of utmost importaacto final customers in our solutions. We implement security
features, such as encryption software and secure hardware in our solutions, to prevent fraud in electronic
payment transactions and to ensure privacy and integrity of customer information. Regardr fiscal
printers and tax software applications, we also implement safety devices to ensure accurate registration
and protection of information transactions to calculate the tax to be collected by our customers and for
the inspections by the tax authities. Our solutions can be vulnerable to security breaches due to defects
in security mechanisms in the operating system, the software application, the hardware platform, or by
misuse by users or third parties, which may jeopardize the safety of infamuaansmitted or stored
during use of our solutions. If the security of our solutions is compromised, our reputation and acceptance
of our solutions in the market may be affected.
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The Company may be subject to risks related to defects in products tiaat be difficult or even
impossible to be fixed.

We offer technically complex products that, when first introduced or launched as new versions, may
contain software or hardware defecthat are difficult to be detected and correctedhe existence of
defeds and delays in correcting them can result in negative consequences, including: (i) cancellation of
orders; (ii) additional warranty expenses; (iii) delays in the receivables collection; (iv) product returns; (v)
loss of acceptance of our products in timarket; (vi) misuse of research and development resources that
could be used to develop new products; (vii) low inventory; and (viii) loss of any of our governmental
approvals to sell certain products, whether hardware or software.

We test all ourproducts, but in any case, new defects can be identified after the products have been
delivered. The correction of defects can be the@nsuming, expensive and difficult. Errors and security
breaches of our products could expose the Company to produdlityadnd claims as well as damage the
reputation, which could impact on future sales of products and services.

The Company may be subject to risks related to unauthorized or improper use of our intellectual and/or
industrial property, software or hardwae.

We use several protections for our intellectual property, such as copyrights, patents, trademarks and
industrial property, including confidentiality agreements and prohibitions against reverse engineering and
unauthorized copies. We also entered intont@ctual commitments for the protection of our
information, source code, object code, products and servigesasures taken to protect our intellectual
and/or industrial property may be insufficient to prevesgppropriation;causing the inappropriate uss

our products or makings toprotect our intellectual or industrial property through legal or administrative
proceedingsThe misuse of the software and/or hardware by users may also imply in fines for us, when it
is provable that we contributed to themisuse. In the case of our tax applications (software) there is still

a joint responsibility forecast in some states between the application provider and the user taxpayer, for
the taxes that were not collected during the misuse of the prodlitius, theinappropriate use of our
products or the measures taken to protect our intellectual and/or industrial property may result in
significant costs and divert resources and attention of our management and technology team, which could
adversely affect our bus@ss, competitiveposition, financial condition, operational results and cash flows.

The Company may be subject to risks related to the provision of software implementation services,
customer assistance and relationship to its exclusive franchises.

Weusel KANR LI NIié RA&AGNRAOdzAZ2Y OKIyySta dzyRSNJ SEOf dza
in various regions of Brazil and that, when contracted by clients, are responsible for implementing the
solutions. These franchises are qualified, trained approved by the Company to provide these services

with the same implementation quality offered by our own sales channels.

These measures adopted by the Company may be insufficient to ensure quality in the provision of
implementation services and costumeassistance and relationship services to our clients, causing
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financial and operating losses for customers that use our business solutions and consequently fines and
lawsuits for TOTVS, plus any additional implementation services to be performed by DOAd{St
incorrectly implemented solutions made by franchises; which could adversely affect our business,
competitive position, market reputation, financial condition, results of operations and cash flows.

b) Risks related to the Company control

TheCompany does not have one controlling shareholder or controlling group holding more than 50% of
voting capital, which could leave TOTVS susceptible to alliances among shareholders, conflicts between
shareholders and other events arising from the absenca abntrolling shareholder or controlling group

Currently, the Compangoes not have a controlling shareholder of grodfowever, it may be that
alliances or agreements between shareholders are formed, which could have the same effect as having a
control goup. If a control group arises and it has the power of decision of the Company, the Company
could suffer sudden and unexpected changes in its corporate policies and strategies, including through
mechanisms such as the replacement of its manadéaoseover, it is possible that we will become more
vulnerable to hostile takeover attempts, and to disruptions that may be associated with these attempts.

It may also be possible that TOTVS becomes a target of attacks by investors attempting to evade the
provisionsof its bylaws that require a shareholder who acquires more than 20% of its shares to conduct
a tender offer for all shares.

The absence of a controlling shareholder or group holding more that 50% of the voting capital could make
certain decisiormaking pocesses difficult, since the minimum quorum required by law for certain
deliberations may not be achieved. In the event that TOTVS does not have a controlling shareholder
holding an absolute majority of voting capital, the Company and its minority shaletisainay 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 sudden or
unexpected change in the management teamthie company policy or strategic orientation, an attempt

at acquisition of control or any dispute among shareholders concerning their respective rights may
adversely affect the business and results of operations.

c) Risks related to shareholders

The marketvalue of the securities issued by Brazilian companies is influenced by the perception of risk
in Brazil and other emerging economies, which may have a negative effect on the market price of shares
and may restrict the access to international capital matke

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 in
such countries may differ significantly from ¢¢c@ YA O O2y RAGA2Yy & Ay . NI TAf X
developments in these other countries may have an adverse effect on the market value of securities of
Brazilian issuers.

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

dwidla NBEFGESR G2 /2YLIyeQa adoOaARAFNARSE | yF

All risk factors discussed under item 4.1 a@pply to subsidiaries and affiliated companies.

eewAdlad NBEfFGSR G2 /2YLIyeQa &adzZJJ ASNA

Solutionsespeciallyfrom acquired companies depend on technology licensed from third parties to the
Company, and the loss of these technologies could delay the laurfgpraducts or could force the
Company to pay higher licensing fees

The Company licenses from third parties: language and/or that technology platform for programming
software from acquired companies. The Company can adapt these solutions to its own tgghnolo
platform. However, there is no guarantee that the Company will be able to replace the current language
and/or platform used by property/notproperty language in a timely manner or at any time. Moreover,

as TOTVS is using language and/or third partygstat there is no guarantee that such licenses will not

be rescinded. In addition, the Company may not be able to renegotiate with third parties the acceptable
license sales conditions to reflect changes in the Company's collection models. Changesgarthird
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 atidnal research and development to ensure continuity of its
software performance.

Risks related to our suppliers delay in fulfilling their obligations or if there is strike in customs and port
services.

Delay or failure on the fulfillment of contractuabligations by suppliers may adversely affect our
production, sales and hardware revenues. Maintaining low levetssehtoriesis a feature of our market

and thus we depend on these suppliers. In the event of delays o#fuifiltiment of obligations, this
dependence may adversely affect Bs. a significant portion of our raw materials and/or components are
imported, possible sikes affecting the services provided by customs and port authorities, or the IRS in
Brazil, could also affect the delivery of these materials by our suppliers. Brazilian ports are subject to
occasional strikes, including dockers and customs officialkeStmay affect the delivery of certain
products and raw materials and thus our production capacity, if our safegntoryis not enough.

f) Risks related to clients

Clients of TOTVS products and services may also be impacted if errors, delays ofdabardsed intem
a).
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If the customers lose confidence in the security of data on the Internet, revenues could be adversely
affected

Maintaining the security of computers and computer networks in the software sector is critical for the
Company’s customers. Attempts by experienced computer programmers, or hackers, to gain
unauthorized access to networks or web sites to misappropriatédential information are currently an
industry-wide phenomenon that affects computers and networks across all platforms. TOTVS, in the
development of new products and in the improving process of existing products, seeks to create features
designed to opthize the security of its products (or the Internet in general) and 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 incgegsintion of their 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 affect the business and results d¢ibogera

g) risks related to the sectors of the economy in which the company operates

The Company believes that the risks related to the the economy sectors were described on item a) risks
related to the Company, specifically:

1 The Company's revenuesubstantially depends on licenses revenues, subscription,
implementation and maintenance services, generated by ERP and services related to them, and;

1 The Company may not be able to compete effectively in the highly competitive software
industry.

h) risks rdated to the regulation of the sector in which the Company operates

TOTVS may not be able to protect its intellectual property, which may reduce the value of its brands and
products

TOTVS relies on a combination of intellectual property protections sactopyright, patent, trade
secrets, trademark laws, confidentiality procedures and contractual commitments to protect its
confidential information. Despite its efforts, there can be no assurance that these protections will be
adequate. In addition, it mape possible for third parties to copy or reverse engineer portions of its
products or otherwise obtain and use its intellectual property, which could adversely affect its competitive
position and reduce the value of its brands and products.

The Company ialso subject to risks related to market performance.

Our revenues also depend on our sales of hardware platforms. We face increasing competition from
global hardware suppliers. These companies sell hardware, personal computers, servers and computer
peripherals directly to customers and through business alliances with IT service providers such as our
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company, worldwide. Changes in pricing or increase in direct sales to customers by these companies could
reduce our hardware sales.

The Company is subject tsks related to changes in the tax and labor laws of the countries in which
it has operations, especially in Brazil

The Company's activities have direct or indirect incidence of taxes, fees and contributions that are subject

to change, and may adversdffectour business, financial conditiooperationalresults and cash flows.

These changes may result in higher taxation to be applied: (I) on the gross revenue of the Company; (ii)

2y GKS NRerfaGdASa LI AR (G2 ¢h¢Hon@oniphndnls ysBdidassedbk( K Ay
the hardware solutions offered by the Company; (iv) on financial revenues; (V) on gross profitability; and
especially (vi) on the Company's personnel costs. The adverse impact of these changes in tax and labor
legislation nay adversely affect the Company's competitivenessawis its competitors, especially
foreigners, in the case of these changes increase taxation only for companies established in Brazil.

i) risks related to foreign countries where the Company operates

¢he+{ YAIKG FI 0SS RAFFAOdZ GASE& NBIFNRAYy3I (KS SELIY
Currently, TOTVS has operations in other markets beyond Brazil, and its strategy further expansion in
these markets. It might face the following difficultj@snong others, related to the foreign markets where

the Company currently operates or will operate in the future: (i) unexpected regulatory changes; (ii)
inability to attract personnel and to manage foreign operations; (iii) changes in tax laws; (igeshan
commercial and investment policies and regulations; (v) difficulties in trademark and software registration

and protection; and (vi) cultural and language barriers. If any or all of these risks occur and TOTVS is unable

to overcome such difficultiest might not be able to implement our strategy to continue expanding
internationally.

i. Risks related to environmental issues

Ly G4KS [/ 2YLJ,devéaopmedtZobnimdzcialiZatboy and implementation of software do not
significantly affects envimmmental issues.

Regarding the development and commercialization of hardware, the Company only makes the handling,
storage and assembly of components that are produced by third pafsiesn our evaluationthese
activities do not affect the environment in a harmful way. However, it is important to mention that the
disposal of products and components are carried out by the Company through companies licensed by
environmental agencies and authorized by thed®dr Environmental InstitutelAP.

4.2. 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
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The maircosts and expenses of the Company are regularly adjusted. An example of expenditures adjusted
based on inflation rates previously set are rent and communications expenses. The personnel expenses
(salaries, duties and benefits), which represented approxétyat3.0% of the total operational costs and
expenses in the year of 26lare part of regional collective bargaining, which take the inflation rate as a
reference(usually close to IPCA)

In the other hand, the agreements regarding the retwgmaintenance revenues, which represented
56.3% of 20t Qtétal net revenues (which covered approximatel?.46 of operational costs and
expenses), arelso annually updated takingflation rate as a referengén general the IGPM index

Historically, the Companypdates its price list of software license feggbscription accessesourlyrates

of servicesand hardwarebased on inflation rates, however these are A@eurring revenues and there

is no guarantee that the Company will continue to pass on the inflationary impacts on these revenue lines
in the future.

Once the inflation index used to adjust the revenuediaee different from those used to adjust costs and
expensesthe inflation may cause eelevant effect on the Companyéperations, as observed in 2015,
when the inflation rate usetio adjustrecurring contracts was materiallpwer than the inflation index
used to update costs and expensaffecting negativellyhe profitability of the business in the period.

Interest rate

The Company's financial instruments are represented by cash and cash equivalents, accounts receivable,
payables, debentures, loanséfinancing, and are recorded at cost plus income or charges incurred and
which, on December 31, 26land2015approximated their market values.

¢tKS 1S@& NR&ala NBfFTGSR G2 GKS / 2YLJI yeé Qermitelddd (A 2y a
rate (TJLP) and the extended consumer price index (IPCA) for funding from the Brazilian Development
Bank (BNDES), and for the debentures issued, and the variation of the overnight intere S D#tdof

financial investments.

Investments at fair valuéhrough profit or loss relate to startups privately held and which do not have
guoted prices in an active market. The fair values of these investments are measured by a valuation
technique or multiple valuation techniques employed by the market considénmgeasonableness the
range of values shown by them. The fair value measurement is the point within that range that best
represents the fair value in the circumstances. Additionally, the biggest invesim@abdData- refers

to the D Series preferred ahes, which have pference in case of liquidation.

In order to verifythe sensitivity of indexes for the financial investments that the Company was exposed

to on December 31, 2@] three different scenarios werdefined Based on the forecast by financial
institutions,the CDI projection for December 2017 was obtained, averaging 12.88%, and was defined as
a probable scenario (scenario ). From this, variations of 25% (scenario Il) and 50% (scenario Ill) were
calculated.
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investment yields. The reference date for the portfolio was December 38, 2ith a oneyear projection
to check the sensitivity of CDI to each scenario.

Operation Balances ir2016 Risk Proba_ble Scenario I Scenario Il
Scenario (1)
Financial
investments (R$ R$154,631 Reduction (CDI) 12.88% 9.66% 6.44%
thousand)
Financial Revenue R$19,916 R$14,937 R$9,958

* Balances as of December 31, 801

To check the sensitivity of the indexes to which the Company is exposed when estimating the debts as on
December 31, 2@, three different scenarios were created. Based on TJLP and the IPCA rates in force on
December 31, 208, the most probable scenariog@nario 1) was determined and, from this, variations of

25% (scenario II) and 50% (scenario I1l) were calculated.

For each scenario, the gross financial expense was calculated, not taking into account the tax and the
maturity flow for each agreement sctialed for 2056. The reference date used for the financing and
debentures was December 31, &)Jprojecting the rates for one year and checking their sensitivity in

each scenario.

Operation Balances in 2016 Risk Probaple Scenario Il Scenaridll
Scenario (1)
Increase
Financing Lines 0 9 0
Hidedc BNDES R$458,947 TILP (a) 7.50% 9.38% 11.25%
Estimated Finance R$34.421 R$43,048  R$51,632
Expense
Increase
Debentures (R$ R$58,784 IPCA (b) 6.29% 7.86% 9.44%
Thousand) TILP (a) 7.50% 9.38% 11.25%
R$31,877 CDilI (c) 12.88% 12.88% 19.32%
Estimated Finance
R$11,755 R$17,398 R$22,977

Expense

(a) Longterm Interest Rate

b . NIXTAE QA

(c) Interbank Deposit Certificate

Exchange rate

IEGSYRSR
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Some subsidiaries have international operations and are exposed to exchange risk arising from exposures
in some currencies, such as the U.S. dollar (USD), Argentinian peso (ARS), Mexican peso (MXN), Taiwan
new dollar (TWD), Chilean peso (CLP) and Rusgiasr The Company ensures that its net exposure is
maintained at an acceptable level in accordance with the policies and limits defined by the Management.

Below are the balances of each group company, showing a positive net exposure, since the eyaimsnge
exceed exchange losses:
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Consolidated net exchange exposure on December 31, 2016

Accounts  Accounts Other Net
Company . Currency
payable receivable assets exposure
Bematech S.A. (2,004) 115 - (1,889)
Bematech International i i 14 14 USD
Corp.
Logic Controls Inc. (1,575) 7,965 14,011 20,401 USD /CNY
Bematech Asia Co. Ltd (14) 1,965 143 2,094 Usb / TWD
RJ Consultores México - 7 685 692 Peso (MEX)
CMNet ParticipacBes S.A. (208) 1,007 932 1,731 EUR/ Peso (CHI and ARC
TOTVS México (433) 4,649 - 4,216 Peso (MEX)
TOTVS Argentina (1,345) 6,547 - 5,202 Peso (ARG)
TOTVS Corporation (144) 298 56,800 56,954 UsD
Total (5,723) 22,553 72,585 89,415

4.3. Lawsuits in progress with provision for contingencies and legal obligatiamised to court
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 mati&ased on information from its legal
advisors andénalysis of pending legal claims, Management recorded a provision in an amount considered
sufficient to cover the probable losses expected in the outcome of the pending lawsuits. The provisioned
amount reflects the current best estimate of the Managemehthe Company and its subsidiaries.

The assessment of likelihood of loss includes assessing the available evidence, the hierarchy of laws,
current case law, the most recent court decisions on each subject, and the evaluation of outside lawyers.

TheCompany reviews its estimates and assumptions continuously.

The provisions recorded on December 31, 2016 and 2015 are as follows:

Parent Company Consolidate Company
(R$ Thousand) Provisior 2016 2015 2016 2015
for Contingencies
Tax 2,259 1,323 13,879 12,965
Labor 54,513 40,070 58,816 45,466
Civil 28,551 28,999 29,530 32,076
85,323 70,392 102,225 90,507

Taxand Social Security

The Company is defendant in tax matters that focus on the discussion of the municipality, due to ISSQN,
and social security nature. On December 3016, the provision recorded for these claims isSIB879
thousand (R$2,965thousand in 20%).
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There is ondax case individually considered relevant by the Company:

9 Case: 2006.70.00.032676
a. Court:Regional Court of the 4th Region
b. Court LevelSecond Court

c. Date filed:12/18/2006

d. Parties to the case:

Plaintiff: Bematech S.A.

Defendant: Delegate of the Federal Revenue Servi€udfiba

e. Amounts, assets or rights involved (R$ thousar®}B,203 (restated as of Dec/31/2).

f. Main facts: Security mandate to obtain the recognition of illegal/ unconstitutional inclusion of
relevant values to ICMS on calculation base of PIS and COFINS. Process stopped in TRF4 (until the
final decision of the Plenary Supreme Court). There is a judicial deposit in the amouBi2ifR$

g. Chance of los®robable

h. Impact in case of loss alit: Conversion of the judicial deposit in income.

i. Amount provisioned (R$ thousandR$8,203.

Civil

The Company is a defendant in actions for damages filedidaytsfor contract 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 Decemb20 8],

the provision for these claimsr@untsto R$9,530thousand (R$2,076thousand in 203%).

Below the civil proceedings that the Company deems relevant individ@ialthousands)

1 Case004674237.2008.808.0024/001223081.2015.8.08.0024
a. Court:11th Civil Court of VitériaES

b. CourtLevel:1rst Court
c. Date filed:07/22/2009

d. Parties to the case:
Plaintiff: Unimed Vitéria Coopeativa de Trabalho Médico
Defendant: TOTVS S.A.

e. Amounts, assets or rights involved (R$ thousarid¥6,778 (restated as of Dec/31/20116

f. Main facts: Adion of indemnification for material damages. Process in impugnation stage of
compliance with judgment.

g. Chance of los®robable

h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involvedto be ascertained upon liquidation of the award.

i. Amount provisioned (R$ thousandR$6,778 (restated as of Dec/31/2016)

1 Case000134591.2001.8.16.0083
a. Courtit | NJJidticeCourt

b. Court Level3™ Court
c. Date filed:03/31/2011
d. Parties to the case:
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Plaintiff: Comercial Atacadista Luciana’s

Defendant: TOTVS S.A.

e. Amounts, assets or rights involved (R$ thousar®$6,336 (restated as of Dec/31/2016)

f. Main facts: Indemnification for moral and material damages. Pending juelginof the special
appeal filed.

g. Chance of los®robable

h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involved upon the liquidation of the award.

i. Amount provisioned (R$ thousandR$6,336 (restated as of Dec/31/2016)

Labor

The Company recorded a provision related to lawstilesd by former employeesand third-party
companieswhere allegedecognition of employment, commissions on sales and services, severance pay,
overtime and wage parityThe amountprovisionedis R$8,816thousand on December 32016 (R$
45,466thousand in 20%).

There is no labor claims that the Company deems relevalinidually.

Other processes in progress (loss classificatigpossible')

Additionally, he Company and its subsidiariagse involved in otheractions, withthe risk of losses
according tolegal counse$ and the Company management,considered as possibldor which no
provision has beeret up asfollows:

Parent Company Consolidate Company
Nature R$ Thousand) 2016 2015 2016 2015
Tax 119,384 79,204 163,310 97,861
Labor 94,069 69,022 143,842 76,717
Civil 252,984 237,312 276,985 248,788
466,437 385,538 584,137 423,366

The Company understands that only those processes whose amounts involved may materially impact its
equity or that of its subsidiaries are relevant. Below are the procdbsg¢she Company deems relevant:

Tax and Social Security

The tax and social security lawsuits classified as possible lossmeiaty, to actions that discuss IRRF
launches, ICMS, IRPJ and CSLL debits on the dPeelismed of ICMS resulting fromgavernment
subsidy.

At December 31, 2016, the amount discussed in these lawsuits, classified as a possible loss, amounts to
Amount of 163,310 thousand (R$ 97,861 thousand in 2015).

I Case19515.000597/2006.4
a. Court:Federal Revenue Service
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b. Court level: Lower Administrative Instance
c. Date filed:03/01/2013
d. Parties to the case:
Plaintiff: Federal Revenue Service;
DefendantTOTVS S.A
e. Amounts, assets or rights involved (R$ thousarR$10580 (restated as of Dec/31/2016
f. Main facts:Assessment notice. The tax authorities considered that the company made payments
to unidentified beneficiaries, affecting the tax on such amounts, and identified unproved costs by
adding their values to real profit. There was an impugnation and nowaday&isng the judgment
of the voluntary appeal.
g. Chance of los®0ssible
h. Impact in case of loss of sult the event of the total loss of the suit, the Company must disburse
the amount.
i. Amount provisioned (R$ thousandNone

 Casel148330020332
a. Court:State Revenue Serviog Santa Catarina

b. Court Level2" Administrative Instance

c. Date filed:03/01/2013

d. Parties to the case:

Plaintiff: StateRevenue Service;

Defendant: TOTVS S.A.

e. Amounts, assets or rights involved (R$ thousari@}16,725 (restated as of Dec/31/2016)

f. Main facts:Infraction notice against TOTVS asresponsible for caring ICMS debts on outputs
not taxed by the taxpayer. Responsibility stems from being the manufacturer's output control
software on the taxpayer. Pgling judgment by the lower administrative instance.

g. Chance of loss:

Possible (R$14,385)

Remote (R$2,340)

h. Impact in case of loss of suiln the event of the total loss, the Company must disburse the
amount.

i. Amount provisioned (R$ thousandNone

 Case10980.729.381/2012A1
a. Court:Administrative- CARF

b. Court Level2" Administrative Instance

c. Date filed:12/12/2012

d. Parties to the case:

Plaintiff: Federal Revenue Service

Defendant: Bematech S.A.

e. Amounts, assets or rights involvg®$ thousand):R$28,224 (updated until 12/31/2016)

f. Main facts:In 2016, there was a change in the clasatibn of the degree of risk from remote

loss topossible referring to an infraction notice drawn up by the Federal Revenue requiring IRPJ
(Income Taxand CSL{Social Contributiomn presumed ICMS credits arising from a governmental
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subsidy granted by the State of Parana for the years of 2007 to 2009 of the subsidiary Bematech.
This change in the opinion of our legal advisors is duedettistence of jurisprudential dissent.
g. Chance of los®0ssible
h. Impact in case of loss of suiln the event of the total loss, the Company must disburse the
amount.
i. Amount provisioned (R$ thousandNone

Civil

The civil lawsuits classified asssible 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 mischarges. The value of these shares amount&276,8% thousand on
December 31, 20 (R$48,788thousand on December 31, 26)1

Y Case000130910.2009.8.26.0659
a. Court:1st Civil Court of VinheddSP

b. Court Level1s Administrative Instance

c. Date filed:03/06/2009

d. Parties to the case:

Plaintiff: Guaicurus Comercio E Assessoria De Microcomputadores Ltda, Ginfor Comercio De
Sistemas E Computadores Ltda., Sogem Comercio E Representacdes Ltda., Terena Comercio E
Assistencia Tecnica Ltda.;

DefendantTOTVS S.A.

e. Amounts, assets or rights involved (R#®usand):R$124,540 (restated as of Dec/31/2016)

f. Main facts: Process of indemnity for complaint of contract of commercial representation,
combined with moral and material damages. Process in preparation of expert report stage.

g. Chance of loss:

Protable (R8598);

Possible (R#1,233;

Remote (859,949

h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involved, to be ascertained upon liquidation of the award.

i. Amount provisioned (R$ tbusand):R$358

T Case000036157.2013.8.26.0100
a. Court:6th Civil Court Civil Central Court

b. Court Level2" Administrative Instance

c. Date filed:03/11/2013

d. Parties to the case:

Plaintiff: Universal Automotive Systems S/A.

DefendantTOTVS S.A.

e. Amounts, assets or rights involved (R$ thousarR¥63,301(restated as of Dec/31/2@8)

f. Main facts: Process of indemnity for moral and material damages. Process in preparation of
expert report stage. Awaiting the presentation of closimguanents.

g. Chance of los$ossible
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h. Impact in case of loss of sult the event of the total loss of the suit, the Company must disburse
the amount involved, to be ascertained upon liquidation of the award.
i. Amount provisioned (R$ thousandNone

1 Case002500455.2008.8.11.0041

a. Court:10th Civil Court of Cuiba

b. Court Level1® Instance

c. Date filed:10/03/2008

d. Parties to the case:

Plaintiff: Tecnopoint Informatica Ltda., Sabianti Consultoria Empresarial LTDA., Valdir Pereira de
Souzalunior E André Giovani Silva Maciel.

Defendant.TOTVS S/A

e. Amounts, assets or rights involved (R$ thousari@d$l11,37(restated as of Dec/31/2016)

f. Main facts:Indemnity action for moral and material damages caused by commercial problems
with exfranchisees. Action in the stage of instruction and defense duly presented by the Company.
g. Chance of los®0ssible

h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involved, to be ascertainegbon liquidation of the award.

i. Amount provisioned (R$ thousandNone

1 Case003179814.2016.8.26.0100

Labor

Labor
requir

a. Court:38th Civil Court Central Civil Forum

b. Court Level1® Instance

c. Date filed:08/10/2016

d. Parties to the case:

Plaintiff: Reginaves Industria e Comércio de Aves Ltda.

Defendant.TOTVS S/A

e. Amounts, assets or rights involved (R$ thousari@d$16,228restated as of Dec/31/2016)

f. Main facts:Civil action filed by a customer alleging alleged problems related to the prodingt be
implemented, which would have caused damages. Action at the stage of specification of evidence
and defense duly presented by the Company.

g. Chance of los$0ssible

h. Impact in case of loss of sulti the event of the total loss of the suit, the Cpamy must disburse
the amount involved, to be ascertained upon liquidation of the award.

i. Amount provisioned (R$ thousandNone

lawsuits classified as possible losses refer to lawsuits filed by former employees of the Company
ing labor claims, as well as from service providers pleading for recognition of employment and other
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labor claim3he value of these shares was1R$,842 thousand on December 31, 20(R¥6.717
thousand on 20%).

Y Case001102421.2016.5.03.0013
a. Court:13" Labor Court of Belo Horizonte

b. Court Level1® Instance

c. Date filed:07/04/2016

d. Parties to the case:

Plaintiff: Sindicato do€Empregados em Empresas de Processamento de Dados, Servicos de
Informatica e Similares do Estado de Minas Gey&NDADOBIG

Defendant: TOTVS S/A

e. Amounts, assets or rights involved (R$ thousanth;386(restated as of Dec/31/2016)

f. Main facts:Action brought by union questioning the application of labor routines. The Company
filed defense in the lawsuit challenging the merits of the union's claim, as well as the amount
involved. The case is in the first instance.

g. Chance of los®0ssible

h. Impactin case of loss of suitn the event of the total loss of the suit, the Company must disburse
the amount involved, to be ascertained upon liquidation of the award.

i. Amount provisioned (R$ thousandNone

4.4. Non-confidential legal, administrative oarbitration proceeding whose adverse party are
managers, former managers, controlling shareholders, former controlling shareholders or
investors

Y CaseD00127813.2012.5.01.0018
a. Court:1st Labor Court of Sdo Paulo

b. Court Level2" Instance

c. Date fied: 02/01/2013

d. Parties to the case:

Plaintiff: F.P.R.F.R

Defendant.TOTVS S/A

e. Amounts, assets or rights involved (R$ thousari@¥®, 785 (estated as of Dec/32016)

f. Main facts:Recognition of bond in the statutory period, with payment rigatising from the
employment relationship. Process awaiting judgment.

g. Chance of loss:

PossiblgR$ 893

Remote R$ 8,892

h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involved, to bascertained upon liquidation of the award.

i. Amount provisioned (R$ thousandNone

I Case100107639.2016.5.02.0054
a. Court:54™ Labor Court of Sdo Paulo

b. Court Level1st Instance
c. Date filed:03/16/2017
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d. Parties to the case:
Plaintiff: M. J.
Defendant.TOTVS S/A
e. Amounts, assets or rights involved (R$ thousardyne
f. Main facts:Recognition of bond in the statutory period with payment of rights arising from the
employment relationship and moral damages. Audience awaits.
g. Chance of losNone
h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involved, to be ascertained upon liquidation of the award.
i. Amount provisioned (R$ thousandNone

1 Case007070054.2000.5.02.0055
a. Court:Regional Labor Court of Sdo Paulo

b. Court Level2M

c. Date filed:03/31/2011

d. Parties to the case:

Plaintiff: F.J.D.L.O

Defendant.TOTVS S.A.

e. Amounts, assets or rights involved (R$ thousari@$3,30qrestated as of Dec/3P016)

f. Main facts: Recognition of bond in the statutory period, in ancient Datasul, with payment rights
arising from the employment relationship and differences in commissions. The process has already
been settled, but the complainant alleged attempts to fetch thenaéning balance. Awaiting
judgment of the appeal for the rejection of the existence of the remaining balance.

g. Chance of los®robable (R$3,306)

h. Impact in case of loss of sulti the event of the total loss of the suit, the Company must disburse
the amount involved, to be ascertained upon liquidation of the award.

i. Amount provisioned (R$ thousandR$3,30qrestated as of Dec/32016)

4.5. Relevant confidential proceedings

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

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

The Company does not have repetitive or related 1confidential judicial, administrative or arbitral
proceeding taken jointly

4.7. Other relevant contingen@s

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

Not applicable, as thednpanyhas no securities outside the country of origin.
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5. RISKMANAGEMENT POLICY AND INTERNAL CONTROLS

5.1. Risk management policy

a. If the issuer has a formal policy of Kamanagement, highlighting in affirmative case
the organ which approved it anthe date of its approval, and, if not, the reasons for which
the issuer has not adopted a policy

The Company has a risk management policy in order to support the process of identification, evaluation,
treatment, monitoring and communication of strategaperational, financial and market risks.

This policy was reviewed and approved by the Administrative and FinanciaPiémieency and by the
Board of Directors and Management of Internal Controls, Risks and Compliance0&in20456, and its
review isannual or may occur promptly if specific changes are identified.

According tathe Policyof Preparation and Publication &tandardsthe Risk Management Polisiallbe
submitted for review and approval ltkie Board of Directors in 2017.

b. The objectivesand strategies of risk management policy, including:

The objective of the Risk Management Policy is to define the guidelines and responsibilities to be observed
in managing risks of TOTVS, incorporating the vision of rigke ttecision making process, in accordance
with the marketbestpractices and seeking to prevent the oaance of risks or minimizing thgiotential
impacts. The policglsoaims to:

- Promote risk management culture at aénioritylevels and respectivéepartments;

- Define risk appetite according to the mission, vision, policies and strategic objectives of the Company;
- Manage risk exposure by defining action plans;

- Ensure the implementation of the processes.

- Maintain the Board of Directors aware of the maisks mapped by the Company's risk management
system.

The methodology applied in the Company is supported by the components of COSO (Committee of
Sponsoring Organizations of the Treadway) and COSO ERM (Committee of Sponsoring Organizations of the
Treadvay CommissionEnterprise Risk Management Framework) in relation to the internal environment,

risk assessment, activity control, information, communication and monitoring.

i. Risks against which protection is sought
The main risks to which the Compangxposed are:

Strategic Risks (Business):

It is associated with the senior managemetgcisionsand can generate substantial losses in the
value of the Company. This type of risk may materialize du€Edmpany’s poor management,
resulting in significant imgcts on the financial statements.
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Operational Risks:

It is associated with losses from failures, deficiencies or inadequacy of internal processes and
activities related to the Company (services, assets, customers and revenue), people, systems or
external events that are not related to credit risk or market. h ba seenn various ways, including
fraudulent acts, business interruption, misconduct of employédature contracts, failures in the
application of laws and other regulations, resulting in financial losses, regulatory fines, legal and
reputational impats.

FinanciaRsks:

It is associated with Companygposure tdfinancial operations, which may materialize as a result
of cash flowshot managed effectively to maximize operating cash flow, financial transacgsnés,
funding/investmentsof cash possibility of reporting finagial, managerial and tax reports that are
incomplete, nonéxact or not appropriaexposing the Company to fines and penalties.

Instruments used for protection:

The instruments used for protection are:

Strateqgic Risks (Busirss

After defined the risks by impact analysis and probability, are nominated by Company management
"Owners" for such risks to be responsible for drawing up action plans to ensure its full
implementationin order to minimize thempacts.

Operational and Rancial Risks:

They are monitored by mappingrocesses consideradlevantandwhich are defined by thenternal
Controls, Risknd Complianc®fficer and Managemwhere are identified and defined contrasming
to mitigate theexistingrisks.

Organizational structure of risk management:
The Board of Directors should define the strategic objectives ofGbmpany thaguides the risk

identification

The Audit Committee should supervise the risk management in order to ensure that the methodology
is appropriate, taking into account the structure, processes and the evolutitwe oésidual risk after
the implementation of the action plans defined by the Company.

The Internal Contro|Riskand Complianc©ffice is responsible for monitoring and pess mapping,
identification of controls and risk management, reporting to the CFO.

The Internal Audit Teams responsible forauditing the risk management processes and internal
controls.

The Independent External Audit has the objective of evaluatingtivedeconment of internal controls
and risks of the Company considered relevant for the preparation and correct presentation of the
Financial Statements.
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c. Adequacy of the operational structure and internal controls to verify the effectiveness
of the policy alopted:
Even having atructure that covers the different risk factors to which the Company's business is

involved, the current risk management structure is in revaluation process to achieve greater
effectiveness of risk management polichhat revaluationincludes a review of the polichy the
corporate governance bodies of the Compating review ofthe structure of thedepartmentsdirectly
involved in the risk management and the unification of practices used by thegsrtments

In addition, the Company maintains a Code of Ethics and Con@@DEQChat guides its participants
regarding behavior patterns aligned with valugsides its participants regarding behavior patterns
aligned with valuesused by these nt risk managemtestructure is in revaluation process to achieve
greater effectiveness of risk manaing of the Compahg. ffaining onthe Code of Ethics and Conduct

are conducted annually, and in the previous fiscal year 6,177 participants were trained and approved
through Elearning.For about 11 participantsvho do not have internet accegbe trainingscarried out
personally

As for compliance with the CODEC, a complaints channel is kept open to all internal and external
participants to report ethical or behaviordeviations, and during the year 2016, 95 complaints were
received. The improvements made as a result of the determination of these complaints were: dismissal
for just cause of professionals with proven evide in serious unethical actsaming and suspesion
application to professionals with proven evidence of low aratliimnm severity unethical actspplication

of online training (dearning) onthe CODEC;mprovement of the followup process of the
complementary channels oflient orientation; and improvement of internal policies, standards and
procedures.

5.2. Description of the market risks management policy

a. If the issuer has a formal policy of risk management, highlighting in affirmative case, the
organ which approved it and the date of its approvalnd, if not, the reasons for which the
issuer has not adopted a policy

As mentioned iritem 5.1, the Company has a Risk Management Policy in order to support the process
of identification, evaluation, treatment, monitoring and communication of strategjgerational,
financial and market risks.

This policy was reviewed and approved by @EGand by the Internal Control, Risk and Compliance
Officeron 04/06/2016,and its review is annual or may occur promptly if specific changes are identified.

b. The objectives and strategies of risk management policy, including:

i risks for which protection is sought

The operational result of the Company may be affected by the local economic changes, mainly
regarding the short and lontgrm interest rates, government policies to the sector, inflation rate
and exchange policy, as discusseddm 4.2.
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equity protection strategy (hedge)

Historically, the risks presented previougkem 5.1-b-i) have their effect attenuated becauske
Companyhas a disseminated clients base, both in terms of income, @srrs of industry sectors
in which these clients act.

Inflation - The Company believes that the inflationary impact on its operating results is mitigated
by the annual adjustment of maintenanaadsubscriptioncontractsand the periodic adjustments

in the prices of new licensing fees and the hourly ratesalés service project¢lowever, as
mentioned initem 4.2 this natural protection strategy does not address the residust df
mismatch betweertosts and expensésflation andthe inflation rates applied to maintenance and
subscription contracts. Basauh previous periodsthe Company believes these inflation indicators
tend to converge in the mediurtong term.

Interest Rate The Company tries to monitor the net indebtedness through the comparison of the
operational cash generation and the total debt, as showetkim 3.70f this form.

Exchange rateAt this stage of maturity of its international operations, the Company steeksale

cost structures and expenséaking into account their respectiveevenues. With respect to the

portion of costs and expenses of TOTVS, even incurred in Brazil, which is influenced by the exchange
rate, particularly the cost of hardware, the Coamy seeks to anticipate payments suppliers to
determinethe exchange rate and reduskortterm fluctuations in itcost structure.

instruments used forequity protection (hedge)
The Company does not use, at the moment, any active hedge instrumemtldition to the
"natural" hedgesmentioned in the previous item (“ii'that consist ofrevenuesadjustment based
oninflation indexes(protection against inflation); net indebtednes®nitoring (protection against
interest rate) and cash flow of th@arernt and consolidated operations; amaternational operations
with revenuesand costs especially incurred in the same currencies (protection against exchange
rates).

parameters used to manage these risks
The main parameters are the representa@nessof the maintenanceand subscriptiomevenuesof
total revenuesthe recurring revenus, the client satisfaction levethe monitoring of thenet debt
level (item 3.7), debt maturity scheduleittm 3.8 and the net equity denominated in foreign
currency rg@arding the total net equity of the Company

if the issuer operates financial instruments for purposes of asset protection (hedge) and
what are objective that
In the period comprised by this Reference Form, the Company did not conduct operations of this
nature.

organizational structure for risks control and management
The Board of Directors, advised by the Audit Commitéeshown irtem 12.1, monitors the quality
and effectiveness of the risk managemesyistem conducted bythe Internal Control Risks and
ComplianceOffice, which reports to the CEO

Adequacy of the operational structure and internal controls to verify the effectiveness

of the policy adopted:
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Even having a structure that covers the different risk factors to which the Compaunsfisess is
involved, the current risk management structure is in revaluation process to achieve greater
effectiveness of risk management policy. That revaluation include a review for their own political by
the corporate governance bodies of the Compatg structure of the areas directly involved in the
risk management and the unification of practices used by these areas.

5.3. Description of internal controls

a. Main practices of internal controls and the level of efficiency of such controls, indicating
any imperfections and measures adopted to correct them.

The Company hasénternal ControlsRiskand Complianc©ffice whose purpose is to lead and establish
guiddines for the works related to internal controls and ensure the functioning of the identified controls,
seeking to mitigate riskaccording to the complexity of the TOTVS business and ensurbdste
governanceand marketpractices,jn compliance with lawsnd regulations.

Still, the process defined by the Company's management aims to provide reasooafittencefor assets
protection, accuracy and reliability of financial reporting, operational efficiency and compliance policies,
standards and procedures.

The methodology used in TOTVS is supported by the COSO (Committee of Sponsoring Organizations of
the Treadway Commissioahd in line with the rules established by the Brazilian Securities and Exchange
Commission (CVM) and other regulatory and accourgiagdards.

Definition of scope and performance:

The programming of the Internal Contralspartmentis defined taking into account the main groups of
accounts of the Financial Statements, processes considered relevant by the Company and according to
professional judgment, in order to analyze the processes that have a more relevant financial and
accounting impact.

After defining the scope of the processes to be mapped, interviewsa@rductedwith the responsibles
of each of the Companytepartments and at themoment ofunderstanding the processes, tfinancial,
operational and compliance risks and related controls associated with these risks are identified.

If there are no control®r unsatisfactory controls to mitigate the existing risks, the deficies in the
process are identified and reported to the Audit Committee and resporssinkss.

Additionally the following aspects to define the scope of waire taken into consideration:

- Business knowledge;
- Composition and nature of the financedcounts;
- The possibility of losses resulting from errors and fraud;

- Complexity in the transactions of the financial accounts;



TOTVS 3.1 43

REFERENCE FORM 2017 V5

It is the responsibility of the Audit Committee of the Company to periodically monitor the identified gaps
and the action @ns developed by those responsibles for the processes, with the objective of eliminating
them and creating controls that mitigate such gaps.

b. Organizational Structures Involved:

Attributions of the Bodies:

Board of Directors:

- Promote the implementatiomf efficient business practices, effective and appropriate internal controls
to mitigate the existing risks;

- Define appropriate structure for management activities of the Internal Control Sgstem

- Responsible for monitoring the implementation of then@many's business policies.

Audit Committee:

The Audit Committee, reporting to the Board of Directaisall

- Monitor and evaluatahe effectiveness of the work of the Internal Contrdtsksand Compliancarea;
- Monitor the action plans for identiid weaknesses iprocesses;

- Evaluate and recommend improvements in the risk management policies and internal controls;

- Makerecommendations to the Company's management for improvements of internal controls and risk
reduction.

Internal Controb, Risksand Compliancéffice

It is up tolnternal Controls, Risks and Compliance Offiegorting to the CFCo:

- Establish, maintain, promote and evaluate the practices of internal controls;
- Approvethe scope of internal control activities;

- Report to theowners of processes the deficiencidentified;

- Map the strategic risks to which the Company is exposed;

- Monitor the implementation of action plans to reduce the impact of strategic risks to which the Company
is exposed,;

- Develop the conduct anethical integrity program of the Company and ensure adequate dissemination
and implementation.

Internal Audit:
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- To verify the existence and effectiveness of the accounting, financial and operational controls mapped
by the Internal Controls area;

- Evaluate the strategic, financial, operational and compliance risks of the Organization;

- Monitoring of the deficiencies and respective action plans identified during the mapping carried out by
the Internal Controls area.

c. If and how the internal contol efficiency is supervised by the management, indicating
the position of the persons responsible for such monitoring.

After the completion of the mapping of processes, risk identification, control and testing,the
responsibility of thelnternal Controls, Risks and CompliandManagementto report referring the
weaknesses identified to the main responsgbfer the processes so thtiey are aware and can define
action planslt is the responsibility of the Managers of the areas in which the @efidés were identified
to establish a deadline with Internal Controls for the implementation of the action plans.

d. Deficiencies and recommendations on internal controls included in the detailed report
prepared and sent to the issuer by the independent atali in accordance with

regulations issued by the CVM that deals with the registration and the exercise of
independent auditing activity.

All deficiencies identified by external audit, regardless of their classification (Significant deficietiwes,
deficiencies or @servations related to business and operatioaatag are reported bythe Internal
Controls, Risks and Compliardeparment to the areas and theiofficees thatwere audited, and these

are responsible for defining action plans as well as the dates that they will be implemented. After these
settings, the Internal Audit is responsible for the follaw process of the action pla@gming to confirm

the implementatio of theactionplan and verify its effectiveness.

At the last Independent Audit, no significant deficiencies were identified by the independent auditor in
the Internal Audit Improvement Recommendations Report

e. Management comments on the deficiencies idiied in the detailed report prepared
by the independent auditor and on the corrective measures adopted

No significant deficiencies were identified in the detailed report, so there are no relevant comments to
be made by the Company's Board of Execubifcers.

5.4. Significant changes

Management understands that there has been significant changelif.2f addition, the Company's
current Risk Management structure is undergoing-&valuation process, aiming at a more efficient
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integrated risk managemenallowing a better identification, understanding and response to the key
risks that may impact the Company in achieving its business objectives.

5.5. Other relevant information

The Company didot identify other relevant information related to items of Risk Management and
Internal Contraod.

6. COMPANY HISTORY

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

LaadzsSNRa O2yaidAid 12131983
LaadzSNRa O2yadidA il PublicCompany

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

6.3. Brief historywe

TOTVS had its origin from a services bureau, created in 1969 by Mr. Ernesto Mario Haberkor@3alled

- 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 processes.1B83, 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 Cosentihe,current CE@f TOTVSThe Company had the purpose

of elaborating sofivare 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 (pnQas aSOSNIft &0GNIGS3IAO RSOA adwhywith 6 SNBE
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:

1990:0pening of the first franchise;

1996:certification of Microsiga Software S.A. in the ISO 9001 standards, being the first Brazilian software
company to obtain such certification;

1997:0pening of the first unit abroad, Microsiga Argentina;

1999: launching of the ADVPL (Advanced Protheuggliage) language developed by the Company
throughout the seven previous years and the entrance of a foreign partner, Advent Intenal
/| 2N1LR2 NI GA2yY gKAOK aiGlFNISR (2 K2fR wp: 2F (GKS 0O2Y
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2002:Company'shusinesgpurpose chaged to ‘specialied retailingof computer equipment and supplies,
retail sales of apparel andccessories, other activities related pwoviding information services not
specified before, according to the Extraordinary Geneg&ilareholders” Meeting @8/28/2002.

2003:aqquisition of assets of the company Sipros, in Mexico, and opening of Microsiga Mexico;

20051 OljdzA aAGA2yY 2F [ 2320SyGdSNI NBLIZNOKIF &S 2F GKS !
BNIESPAR as partner of the Compaaryd constitution of TOTWEMI, in the Extendedusinesdodel;

2006: IPOat the S&o Paulo Stock ExchanB®&&FBOVESPAN the Novo Mercado(highest level of
Corporate Governance); and acquisition of RM Sistemas S.A;

2008: amerdment to the Company's business purpose, accordinthé Extraordinay Shareholders’
Meeting of 04/30/2008, for éthe provision of consultancgervices advisory and developmenof
computersystems (software}he operation of computerized systems use riglotwn or third partiesthe
provisbn of data procesing servicestraining and the purchase and sale of computers, accessories,
peripherals and supplies, being allowed to import goods and services relatisdrain activity retailing

of wearing apparel and the like and their complememn¢search and tehnological innovation activities,
technical support actity in information technologincludinginstallation,configuration and maintenance

of computer and database programs, provision of management consulting service pet@ssing
activities, hostingportals, providers and infaration services on the Interngtais well agarticipate in
other companiesas a partner or sharehold&rmerger of Datasul SA ("Datasul"); 1st position of the
Brazilian ERP market and 9th in the world iagkof ERP providerseleased by Gartner; launch of the
web service and customer relationship platform, which allows remote deployment of the Company's
software solutions;consolidation of Microsiga and RMlistribution channelsin TOTVS Franchises
channels to sell anoinplement the full TOTVS solutions portfolio.

2009k YSYRYSy G (2 (KS / pogdtdintlade the aotwity difiankdisiimgSondekkbid"

according tahe Extraordinary Shareholders” Maw of 16/04/2009;0NB | G A2y 2F aCdzZ f ¢ h¢
involving the TOTVS and Datasul franchises; and creation of segmented software offers, fiathdiy

client (series T, 3 arg, and by activity sector, combining components of horizontal and vertical solutions

of the companies incorporated by TOTVS;

20112 amendmentto thd 2 Y LJI opr@dfbie purpose to include the activity of "software and hardware
NB y (atcording tahe Extraordinary Shareholdensleeting of 03/21/2011

2012:Participation of the Company in thiBrasil Maor Fang, which led to the rduction of thetax rate

for calculation of thesocialsecurity contribution (INSS) froB0% ofthe payroll to 2.5%between April

and August2012 and 2.0% ofjyross revenue, excludir@ancellations 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), whieims to relief the payroll tax in several different Brazilian industries, and
information technology is among them

2013:increased investmds in the specialization ofolutions for each type ofarket industry, both
organic, with investments in research and development astructuring of sales teams, as through
mergers and acquisitions, with acquisition of PC Sistemas, PRX, RMS and 8euer@senents in new
technology, such as the acquisition of minority intgrén GoodData and uMov.me; ataunchof an
agnostic clouglatform for process, identity and contemhanagementnamedfluig; amendnent to the
Company's businegsurpose to indicte the preponderance of the businepsirposes activities and to
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specify that the provision of consultancy in management sesyigeder the Company's busingagpose,
is classified as business nagement, according to the Extraordinary Shareholders” Megetdf
03/01/2013

2014 maintenance of investments in spedzation of solutions byndustry sector, both organic, with
investments in research 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 the @npany in itcommercial models, aimeat the expansion ofugscription

sales as Software as Servi&ad@y and the consequent increase in the level of recurrence of the
Company's net revenueand the commercial partnership agreement with REDECARD S.A."[;Rede
wherely the Company an&ede will offer micro and small entrepreneurs the product "Fly0l by TOTVS
with the paymentmeans ofRede, a complete management solution that will integrate theommerce
transactions to physical stores.

2015:Launch of the newsubscripion model of"'TOTVS Intera" in June 2015 for small, medium and large
O2YLI yASa o6& ¢6KAOK OftASyda RSTFAYS FyR YIrylFr3aS GKS
unrestricted and simultaneous access to all the management, productivity and aeitedn software

solutions of TOTVS. The model allows clients to use the solutions in any of the clouds approved by TOTVS
or, if more convenient, in their own infrastructure (on premises).

In addition, the Company maintained investments in specializati@oloitions by type of industry, both
organic, with investments in research and developmant through mergers and acquisitiongith the
corporate reorganizabn between TOTVS and Bematétlorder to create thdusiness solution provider

for Retail wih the widest national coverage and the most complete portfolio of solutions and innovations
for the sector.

Together, TOTVS and Bematesave the entire retail chain, combining kndww of brickand-mortar

retail and ecommerce, with portfolios of speciaéd solutions such as management systems, point of sale
(POS), commercial automation, fiscal solutionscommerce, mobile, means of payment and
collaboration platform, in a variety of retail stg@gments, such as food service, supermarkets,
wholesalersapparel and footwear, department stores, electronics and home appliances, construction
materials, drugstores, hotels, car dealerships and passenger transportation, among others.

It is also important to highlight that, on August 2815, the Brazilian Seteaapproved the Bill 863/15,
reducing the tax reliefs on payroll granted in recent years by the Brasil Maior Plan to 56 sectors of the
economy, including information technology,

With the approval of the Bill 863/15, since Decemb®r 2015, the contributin for taxpayers increased
from 2.0% to 4.5% over gross revenues.

2016 Significant progress in the trasition from the licensing model to the software subscription model,
evidenced by the 21.4% growth in subscription revenue, mainly as a consequence of the higher share of
sales to new small and medium clients, specially iMTV® Intera commercial model (subscription
commercial model launched in June 2015).

The Company also made progress in integrating Bematech operations, expanding its participation in the
micro segment with the launch of Bemacash, a solution that combinem#rmagement software Fly01

2T ¢he+x{ 6AGK .SYIFIGSOKQa KIFNRgIFINB az2fdziaAzyasz | yR
a pointof-sale integrated with the new generation of payment terminals, and is already integrated with

Lio Smart POS, pra\ad by Cielo, SmartRede, provided by Rede.
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In August, 2016 TOTVS sold 100% of its participation on the capital stock of TOTVS Resultados em
hdzi a2 NOAyYy3 [¢5! o6a¢he¢x{ whéoz O2YLI ye F20dzaAaSR 2V
Outsorcing) servis, to Propay S.A. In May of the same year, TOTVS Mexico and TOTVS S.A. acquired
recpectively, 18.5% and 0.5% of the capital stock of the Russian company National Computer Corporation
(NCC), with the aim of developing and bringing to the Russian markethageament system with a
combination of reliability, secutity, data integrity, continuity, high performance and scalability, features
I f NEF Ré LINBaSYiSR Ay ¢he¢+x{Q az2ftdziazyaod

6.5. Information about the bankruptcy request based on a relevant amount or judicial o
extrajudicial recovery

Not applicable. There was no such request.

6.6. Other relevant information

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

7.1. Description of the activities of the company and it®ntrolled companies

The purpose of the company is to develop computing systems (software), provide consulting and counsel
services, exploit rights of use of computing systems, both our own and third party, inclusively by lease of
software and hardware, pwide data processing and training services, buy and sell computers, their
accessories, peripherals and suppligsmay import products and services concerning its main activity

grant franchising, retail clothing and accessories, engage in activitiéscbnological research and
innovation, computer technical support, including installation, setup and maintenance of computer
programs and databases, provide management consulting services, engage in activities of data handling,
hosting, portals, informabn providers and services on the Internet, and outsourcing, as well as
participate in other corporations as partner, stockholdeigaota 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 centers), and enterprise instruction.

TOTVS has ovér600 direct employees and operates il countries, withown branchesin Brazil,
Argentina,ColombiaMexicq Taiwan, China Portugahd USA

7.2. Information on operating segments

a) Traded products and services:
TOTVS

Software Solutions

TOTVS believes technologgrthsmore when it enables 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:

1 Fluid Tebnology: easy to use and be implemented, simple and mobile, it promotes
productivity, sharing and collaboration, thereby impacting a larger number of individuals and
companies;

1 Essentialityspecific offerings focused on the core business of each segment, with complete
adherence;

f AgileERPiIKS fl&@SNJ AYy GKAOK GKS /fASYydiQa FRYAYA

increasingly light and flexible for an agile and efficient operation.

The htegrated Management Software offerings are designed according to size and area of operations of
companies.
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The structuring of offerings by segment is aimed at consolidating business solutions and processes by
economic segment, thereby optimizing the deMminent, upgrade and innovation of solutions. 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 mainly the core business
of companies, such as control of student records in a university, inventory control in a manufacturing
industry or construction management in a building company.

The structuring of offerings according to company size is aimed at providing solutionkevétpgropriate
level of complexity and robustness, taking into account the needs of micro, small, medium and large
companies.

the+x{Q LRNIF2fA2 A& 2NHFIYAT SR AylG2 az2tdzixizya F2N
Supply Chain, Consumer, Services, Healthcare and Financial Services.

MICROENTERPRISES

With its line of customized solutions for microenterprises, YOTesponds to the challenges of managing

a business efficiently and at a low cost. These solutions are-ta#ole for clients that seek cuttingdge
technology, simple and rapid implementation, and compliance with applicable legislation, provided by a
trustworthy vendor. The software programs are developed by specialists in each business: medical clinics,
small retailers, microindustriesljstributors,service providers and law firms.

Fly01 Managementlt is TOTVS 'complete solution for the micro and lsergrepreneur that guarantees
an intuitive management experience, helping the microentrepreneur with financial management,
purchasing, inventory and billing, as wal providing access mobility, atyatime and place.

Manufacturing¢ The FLY01 Manufaaing is Totvs' complete management system for micro and small
Industries. It is the ideal software for the microentrepreneur who wants to control their financial
managementogetherwith their productive process.

Distribution - FlyO1l Distribution is a complete management systeyn TOTVSor micro and small
wholesalers and distributors who wish to have complete control of their accounts payable and receivable,
their inventory, invoice and electronic invoice issuance.

Retail¢ TOTVS offering for companies that have an Eoks6or de Cupom Fisedhx receipt issuer),
which integrates the main areas of the company, speeding up flow of information and enabling quick
access to the data for management.

Fly 01Health¢ Is the solution for medical offices that provides mobility in the management of the patient's
electronic agenda and medical records, with intuitive use experience, specific resources for each specialty
and meeting the ANS regulation requirements for relasibip with health plan operators. It is the only
solution that allows integrating financial management and issuance of service invoice adhering to the
different laws in force, through a network of specialized partners with-fagce support.

Legalg Sdution for law firms for managing processes and deadlines with WEB mobility, which enables
access to online information with high availability, effective control over the legal liabilities of their clients
and data security ensured by the TOTVS Data Céatrmework.
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Fly 01Beauty and AestheticSTOTVS solution for salons, spas and beauty clinics, with zero spending on
technology and infrastructure as it is 100% clhaded. This allows clients and employees to access
information, such as schedules anehgce and product consumption, from anywhere. The system also
provides simple management information on billing and employee productivity.

Supermarketg TOTVS solution for small supermarkets, which performs financial, commercial, operations
and tax maagement, covering the entire sales process, fromgakes to checkout.

BemacasHhRetailTrade and Food Truekis everything the small retailer needs to make their sales. It is
unique in the market as it is composed of an integrated front box systeim au@loud Management
System and all the necessary equipment ttoe day byday: tablet, receipt printer, cash drawer and
wireless scanner. It does not require the purchase of the equipment and it has a warranty of 36 months.
In addition, it makes it posdibto comply wih tax legislation (NF€ and &T) and has a wide network of
specialized resellers to support and implement the product in person.

Bemacastrashiort is the complete hardware and software solution for apparel and footwear. It is unique
in the market because it is composed of a front box system integratedas@lboud Management System

and all the mcessary equipment for the day tay: tablet, receipprinter, label printer, cash drawer and
wireless scanner. It does not require the purchase of the equipment and it has a warranty of 36 months.
In addition, it makes it possible to comply with tax legislation (B&@d &T) and has a wide network of
specialized resellers to support and implement the product in person.

Bemacash Bar and Restauraris the complete hardware and software solution for the Bars and Small
Restaurants segment. It is unique in the market because it consists of an integrateddkoesystem with
aCloud Management System, table management and all the equipment needéxfitay to day: tablet,
receipt printer, cash drawer and wireless scanner. It does not require the purchase of the equipment and
it has a warranty of 36 month# addition, it makes it possible to complytlwitax legislation (NF€ and

SAT) and has a wide network of specialized resellers to support and implement the product in person.

SUPPLY CHAIN (Agribusiness, Manufacturing, Logistics)

Agribusinesg TOTV®as adherent solutions for the Sugarcane, Grains, Fruticulture, Cotonicultura,
Coffee, Silviculture and Other Crop Production specialties. Solutions that help clients overcome the
major challenges of this segment (essentiality).

Management of activities ad resourcesEfficient management of purchases and inventory of
inputs and maintenance items, and appropriate management of agricultural activities, with
2LIAYdzY dziAE AT GAZ2Y 2F @2dzNJ O2YLJ yeQa NBaz2dzaNIDS:

Traceability: Guaranteed traceability of production and inputs used in the process, in addition to
compliance with tax, social and regulatory requirements of the segment.

Phytosanitary ManagementSurvey and monitoring of levels of infestation of pests, diseases and
weeds.

Economic and financial managementManagement of production costs, cash flow and
identification of key indicators for benchmarking.

Planning and control:Anticipation of actions and incidents to increase the success rate in
production, with reafime aaess to information in order to reduce idleness and wastage.
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Mobility: Capture of information in the field through tablets and cell phones, reducing the time of
receipt of information and ensuring higher quality in field information records.

Origination and ProcessingProcessing involves turning a primary product into an industrialized
product with a higher value. The producer must ensure optimum storage, which is an essential
adr3asS Ay GKS O2YY2RAl(GeQa Ff2¢ lmgeAyYRAZAGNRBI GKI

Coresolutions:

TOTVS PIMS Multicrop Rural Productio8plution that meets the needs of managing a multiple

crop production chain, besides helping small, medium or large producers who wish to produce
quality raw material with high productivity, maging their production costs to ensure profitable
margins, ensuring the levels of compliance required of processes and products, and meet regulatory
requirements. It can be connected to ERP solutions, such as ERP Protheus and Datasul, which
integrates theentire production management, constituting a rapid and safe connection.

TOTVS PIMS Sugarcafiée PIMS Sugarcane solution from TOTVS helps analyze productivity of
existing areas for planting, calculate which areas and the average radius are apprigpndéating

and identify the places that need renovation, and based on this information, begin Activity and
Resource Planning for the harvest. With this tool, agricultural managers can monitor the plan and
timetable of agricultural operations and theirgeurces, as well as control service orders in the
field. This tool enables agronomic control and management of service contracts and raw material
purchase contracts. This solution is connected to ERP solutions, such as ERP Datasul, which
integrates the erite production management, resulting in a rapid and secure connection.

TOTVS PIMS Asset Maintenan¥éith the TOTVS PIMS Asset Maintenance solution, it is possible
to plan and manage the maintenance of agricultural and industrial equipment. Measureakhihric
fuel consumption levels, and manage maintenance resources.

TOTVS PIMS Industrial Proce®éth TOTVS PIMS Industrial Process solution, it is possible to plan
and manage each stage of the ethanol and sugar production process. From raw materiabrecepti
broth extraction, process analysis, laboratory management and control of the resources used in
industrialization.

TOTVS Agro Mobild-rom soil preparation to harvest, field technicians use the TOTVS Agro Mobile
solution to input field data regarding pts and diseases and send it to the agricultural system.

TOTVS Grain OriginationGrain Origination is part of ERP Datasul and Protheus, which supports
management of storage, purchase and sale of grains, connecting rural production, from the receipt
of grains and their weighing, analysis and unloading silos for drying and storage, and distribution to
delivery to third parties or the industry.

TOTVS Cotton Processingfter rural production, the cotton harvested is processed before
reaching textile industes. To manage the entire processing, TOTVS has the Cotton Processing Unit
(UBA-Unidade de Beneficiamento de Algodao) module. This is a native tool in BackOffice Protheus.

TOTVS Seed Processirigpr producers of commercial seeds of grains and cengals)taining the
safety and traceability of product handling, that is, seeds of quality and the documentation process,
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is essential for successful processing. This module is responsible for controlling the processes
involved in seed processing. This is @veatool in BackOffice Protheus.

TOTVS Agricultural Producer Portéh order to improve the communication of the agroindustry
with the agricultural producers, TOTVS Developed a web solution in which the agricultural producer
can consult information regding his negotiations with the agroindustry.

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 eigbegoients:
Extraction and Processing; Pulp and Paper; Chemicals and Recyclingyrifletahd Plastics; Capital
Goods; Durable Goods; Consumer Goods; and Textile and Apparel.

Solutions that help clients overcome the biggest challenges in the segment (essentiality).

Lean manufacturing, Flexibility and speed on a lower scale, with grediéferentiation, efficiency
and productivity, as well as application of Lean Manufacturing concepts, such as continuous
improvement, increase in productivity and cost reduction.

Sustainable manufacturing; Development and retention of human capital, wiknowledge
management, technological innovation and product development combined with environmental
preservation. All this with the management of quality, sustainability and traceability.

Automated manufacturingg Synchronization of the supply chain, withpture of digital data and
content, collaboration and sharing of information, mobility and connectivity for better performance
in all industry routines.

Core Solutions:

TOTVS MANUFACTUREOTVS ERP for manufacturing includes essential processesufstriaid
management, integrating solutions tailored to each sg@igment in a productivity and collaborative
platform. The standard version includes back office operations, with full compliance with
legislation, and modules to run in any type of industrit®subsegments.

TOTVS DPR The product developer systematically separates the processes involved in the
development of a new product or new product version in an area prior to its production and sale.

TOTVS APSTOTVS APS brings speed in production planning by matching the necessary resources
with sale orders and available materials to generate the best delivery schedule possible in each
work line.

TOTVS SHShop Floor Controf) It expands control over recordad production stages, collection
collecting of control items, measurement and comparison of Overall Equipment Effectiveness (OEE)
indicators per Work Center, Production Area and Plant, in addition to the 13 indicators composed
of performance, availabilitgnd quality variables.

TOTVS Qualitg Composed of modules to make execute and maintain the quality management
system (QMS). This solution covers inspection of material inflows, processes (production) and
equipment (metrology) and is managed by documentlinand nonconformity control modules.

TOTVS Maintenancelt maintains the availability of machinery and equipment, reducing the costs

of corrective maintenance and increasing operator safety. It also manages maintenance processes,
tasks and deadlines drthe team. Its extension fdfleet Managemenenables management and

Al gAy3a gAGK (GKS O2YLI yeéQa Y2Gi2N1lR2ft @
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TOTVS Environmental Managementt values the image of the company and its brands, showing

its concern for the environment and the application pblicies aligned with environmental
agencies. It brings financial returns by making processes more efficient to generate less waste and
surplus material and pave the way to obtain recognized environmental certifications such as 1SO
14001.

TOTVS COMEXThe solutions meet the needs of companies of all sizes and in all segments,
covering functions that range from operations and documentation processes to managerial and
financial processesimport, export and drawback. The solution also includes calculaifoall
services contracted or provided abroad integrated with Siscoserv, the system to monitor cross
border transactions involving services and intangibles.

TOTVS Marketplace, Automatic quotation for purchases with an online supplier network,
integratedwith ERP. This solution has weased portal for management of the entire process,
including approval and issue of orders, with the best performance indicators of the area.

TOTVS ME®anufacturing Execution SystemMonitors each phase of production the shop
floor, digitally connecting machines and equipment to ERP in order to obtain the production
achieved, materials used, transport, stoppages, losses and rework, translating all this isikmeeal
visual indicators.

TOTVS&anbang The electronicanban replaces physical cards with dynamic electronic signaling,
which alerts and triggers the replenishment in quantities and times necessary to keep the
production line operating, facilitating and streamlining production planning and control on the
factory floor. This solution is an important component of Lean Manufacturing, which aims to
consume only the ideal amount of materials and components within the production process.

Logisticsg TOTVS haspecificsolutions for the segment that help clientsercome the main challenges
in the segment (essentiality).

Balanced inventoriesAccuracy of balances and increase in inventory turnover through the use of
purchase, receipt, warehouse management (WMS), inventory optimizer, distribution resource
planning(DRP), port solutions and bonded warehouse.

Reductionofcycletim¥ ! 3Af AdGé& YR FTfSEAOAfAGE Ay 2NRSNI LIN
sales force automation (SFA), customer relationship management (CRM), supplier management,
marketplace, s&s management, credit analysis and supply chain intelligence.

Lower operating costs Increase in margin and profitability with management of freight,
inventories, transportation cost, asset maintenance and purchases, among others.

Increase in service levelGreater client satisfaction and loyalty, driving sales through CRM,
transportation management (TMS), logistics optimization, freight management (GFE), warehouse
management (WMS) and yard and concierge management (YMS).

Accurate information Supply of rehble management data through performancgrategic
indicator tools Smart Analytics transportation management (TMS), billing, purchase
management, tax management and social platform (Fluig).

Ontime deliveries: Compliance with Service Level AgreementA)Sof clients through logistic
cockpit, cargo assembly (OMS), control tower, logistic monitor, automation of cargo terminal and
warehouse monitor.
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Core solutions:

TOTVS TM&Automates the management of cargo carriers, increasing fleet productivitydiacee

lead time and optimize demand planning. Thus, it enables carriers to allocate vehicles according to
the actual business needs, improving fleet use and reducing transportation cost. Also meets all tax
requirements and obligations with drivers, such waerk hours and payment to outsourced
employees through the Transport Operation Identification Code (CIOT) system.

TOTVS WMS (own operatiol) Warehouse management system for own operations, organizes
physical spaces, automates the receipt, checking, s&ragders, segregation, dispatch and
shipment processes involving both human resources and physical resources. With the WMS
solution, clients can speed up processes, monitor and improve operational flow and service level,
2001 Ay GSIFYQa d3NaBdRcxtify pogsiblé @peradtighRl balileniécks, in addition to
enhancing accuracy of inventories, leading to reduction in stock and inventory levels.

TOTVS OMESpeeds up distribution operations by consolidating sales orders, thereby optimizing

the didJ- § OK LINRPOS&aa oAGK | o0SGGSNI aSljdzSyOAay3a 27
restrictions and better using own vehicles, controlling deliveries and returns with information
provided by reports integrated with the financial module through acceurteivable.

TOTVS GRHmproves control in contracting and audit of outsourced fleet, optimizing the levels of
quality and efficiency in cargo dispatch and receipt, ensuring punctual in deliveries by outsourced
carriers, with control of information about incidents in onlinemimunication through EDI or
webservice, in addition to minimizing errors with freight payments through audit, with payment
control integrated with ERP in accounts payable of the financial and accounting modules.

TOTVS WMS (logistics operatof) Manages andcontrols storage of thirgbarty products
(client/bailor) based on a storage service contract with the client. Using radio frequency technology,
it automates and optimizes the operating team by generating service orders, matches the activities
to human andphysical resources in the receipt, checking, storage, orders, segregation, dispatch
and shipment processes. With the WMS solution, clients can speed up processes and improve
quality of operations, monitor and improve personnel and equipment productieiels, and
optimize operational flow and level of service to the final customer.

TOTVS SIP The integrated port system enables the control of processes necessary to provide
services in maritime agents, port operators and customs clearance agents. With tegnaritime
agents, it enables negotiation/scheduling of berth, inspection, control of provisions, payment of
lighthouse and lookouts, contracting of pilotage and statement of facts. In the case of port
operators, it allows to escalate and pay the Liablmnagement Agency (OGMO), lease equipment,
calculate operating costs and issue the laytime statement. In the case of customs clearance
companies, it enables classification of documents, preparation/signature of documents, debit taxes
and quote internatimal transports.

TOTVS SARATools for management for storage and operational controls in Customs Faditities
locations authorized to operate with IMPORTED goods or goods meant for EXPORT under customs
control of the Federal Revenue Service of Braafth information records and control over
operations, more agility and operational productivity, traceability and information security,
transparency in processes and reports for decisimaking (Management), in addition to meeting

all customs laws.



TOTVS 3.1 56

REFERENCE FORM 2017 V5

CONSUMER (Retail, Distribution)

Retail¢ A comprehensive management solution for retailers, which includes automation of administrative
processes to finalization of sale at the pedaftsale (checkout), includit, pricing, RFID, grid management
and mix, wih information security and integratng store management, credit management, mobility, e
commerce, inventory managemened solutions. Offerings are available for Retaéguoients, such as
Automotive, Fashion, Franchise, Networks, Cosmetics, Supermarkets, Food, Magazines and Department
Stores,and Construction Materials.

Solutions that help clients overcome the biggest challenges in the segment (essentiality).

Speed and experiencall the TOTVS expertise to speed up customer service processes, totally in
compliance with laws all across Brazil.

Efficiency of inventories, logistics and store operation¥ative integration with ERP TOTVS to
monitor the most important processes of the business

Solutions for all retail stagegOperational scopfrom back officeo the Omni Channébr all clients

Core solutions:

TOTVS Balancing inventorieSolution that manages inventories with the focus on increasing
turnover and reducing stockouts to engupwer inventory costs. All this with indicators to estimate
demand and guidelines about what, when, how much and where to replenish, with high successful
rates. With this, the company has balanced inventories and reduces revenue losses. NeoGrid
Partnerslip.

TOTVS Smart Analytigewered: Solution focused on usability and user experience, 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 witMSTERPs and versions ready for the
Retail segment. GoodData Partnership.

TOTVS DMSSolution integrated with Protheus Backoffice for specific management of car
dealerships car centers and car services starBertfolio and inventory management; workshop

panel with traceability of car parts; management of car parts, production and budget; analysis of
proposals; assessment of used vehicles; CRM; Credit approval (F&A and FINAME); EDIs with
automakers; Complete back office including accounting, taxatidmdipurchase, payroll, fixed

asset and business intelligence (Bl).

TOTVS EOMMERCE PLATFOREtommerce solution for B2C and B2B. Flexible and easily
managed platform, 100% clotdzhsed. Price flexibility; autonomy in products sold; promotions and
important dates; multistores; mobile commerce; marketplace. Ciashop Partnership.

TOTVS Retail Commercial Managemelhtis the ideal solution for commercial control of retailers
such as sellers of footwear, apparels, bed and bath, tablecloths, accessoriegantindat stores,

among others. A tool that allows client to manage products by color, size and references, as well as
categories, brands and collections. All this supporting pricing processes, interstore transfers, and
purchase and distribution control.
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TOTVS PQSStorefront solution natively integrated with ERP, fully complies with legislation.
Integration with ERP; centralized environment and sales monitor; agnostic (supports and integrates
with other BackOffice solutions); high usability, with lighd émtuitive interface.

TOTVS AGILE PRESACESated to be used by tablets in assisted store sales, natively integrated
with TOTVS POS or assisted sale that will conclude the payment of the sale. Allows sellers to monitor
customers as they choose produdtsan assisted and consultive sale, enabling upselling and-cross
selling; Enables excellent purchase experience.

TOTVS RMS RETAIL MANAGEMBHGdk office solution with modules and processes tailored to
Food Retail. Management of goods; Supply (WMNS8Hito of prices and shelvesiinance; Tax;
Accounting; CRM; Managerial information; Mobility solutions (RF); Integration with storefront and
other TOTVS solutions.

TOTVS RetaiBack office solution for the store and management, with modules and processes
tailored to Retail. Assisted sale with delivery or pickup; multiple sellers; prevention of losses and
price formation; Panel of indicators; control of obligations required by the National Sanitary
Surveillance Agency (ANVISA); complete management of invesjtoparchases, billing,
accounting, taxation and others.

TOTVS Fashio&pecialized and complete solution for the Fashionsedment, ranging from the
Textile Industryfrom the administraton of Shoppings and Franchisitogthe POS in the store. It
provides a managerial and integrated vision of the process, focusing on the agility of the main
processes inherent to this client profile, such as planning collections, indicating marketing actions,
uncomplicated merchandise exchange among other functionatitiatsallow solution customers a
performance gain in a short time.

TOTVS LiveSolution for Networks and Franchises that allows the franchisor girealcontrol of
the network and makes available to its network of franchisees innovative experiencestiorés,
such as the Mobile POS. This solution deployment of an Omni Channel experience to our customers.

Distribution

WinThor Distribuidor Solution specialized in the distribution, aiming to develop offers to organize,
rationalize and optimizeprocesses and departmentsffering your customers simple and agile
information fordecisionmaking Market leader in tls segment

WinThor Medicines Designed to meet the pharmaospital segment, this software coverthe
specific legislation requirementsf these kind of distributor, generatinghe integration ofits
operations and processes amdsulting in efficient and safe management.

WinThor WMS Complete distribution management. Named Warehouse Management System or
Warehouse Management System, iiis essential tool in the logistics chain. It has-gedined and
intelligent rules to maximize the use of the physical space, to avoid losses of products and to speed
up the process of separation and dispatch of products, contributing to the reductiorstd, gain

of productivity, safety and agility in the Distribution Centers.

Radicfrequency Module Gateway for greater control of processes and business rules of the
Distribution Center. This solution creates more security in logistics operations, sugteater



TOTVS 3.1 58

REFERENCE FORM 2017 V5

accuracy in receiving, separating and inventorying goods, increasing team productivity, reducing
logistics costs, and automating complex processes.

WinThor RFIDA solution that allows you to control inventory entry, exit, and inventory in n@sut
From radio frequency identification (RFID) tags, operations become simpler and more assertive,
with full control.

MyFrota Cloudbased solution for fleet management, it was developed to manage the entire
vehicle and equipment fleet in an easy and agile manner. The solution optimizes fleet efficiency
through total control over maintenance of vehicles and their parts, diraefifgcting in reduced
costs.

PROFESSIONBERVICES (Services, Construction & Projects, Education and Legal)

Services¢ TOTVS has solutions tailored to the following -sabments: Service Providers, Travel /
Passenger transport, Utilities / Public sectadaviedia. Solutions that help clients to overcome the main
challenges in the segment, such as operational control, Relationship, qualified manpower, etc.

Solutions that help clients overcome the main challenges in the segment (essentiality).

Control of opeations: It allows user to optimize allocations and increase productivity, which are
two major differentials in winning more profitable contracts and reducing operating costs,
considering enormous human resources and pieces of equipment and the compiaxignaging

the operation.

Relationship: Promotes quality relationship with final customers, enabling clearer and deeper
understanding of their needs and desires. Thus, the client can plan actions that add value to
business, transmitting safety and contityuof partnership.

Skilled workforce In order tokeep final customers always satisfied with the quality of services
provided their employees need trainingnotivation and alignmenivith business guidelines.

TOTVS solutions directly address these pgees and help clients to maintain profitable contracts
and strengthen relationships of trust with final customers.

Core solutions:

Service ManagementDetailed control of the entire process of the company providing qualified
manpower, managing opportunés through sales pipeline, includes budgeting and technical
inspection using traceability, safe execution of contracts with greater success and higher
profitability. From the operational point of view, the highlight is the management of shifts in the
operaion desk, enabling management of contracts, information on entry/departure, in addition to
control of employee discipline. Also useful for companies with armed surveillance, in which
controlling weapons, vests and ammunition is part of the processifuégrated with BackOffice.

Equipment Rental ManagementSpecialized solution for the management of rentals of light,
medium and heavy equipment; includes segregation, availability for reservations, simple shipments
and materials held by third parties, caidering the possibility of human resources management
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and related costs, in addition to maintenance and assembly of equipment. All this with native
integration with BackOffice solutions that support its operation.

Management of Travel Agencie€ompriseghe most important processes for travel agencies
operating in the corporate, events and tourism segments, manages sales records, billing of
customers and suppliers, reimbursements and calculation of revenues, and commissions and fees.
All this with integrdon with BackOffice and legacy systems of the sector, such as global
consolidators and card operators.

Passenger Transport ManagementSpecialized solution in regular passenger transport
management, it comprises, among other features, centralization of data of the entire sales process;
ticket sales accountability control; calculation of commissions paid to agencies and drivers; and
priceadjustment. It also manages charter budgets and shifts of drivers and vehicles, in addition to
enabling generation of Federal, State and Local tax obligations, automating financial entries,
accounting records, and payroll payments.

Construction &Projects¢ TOTVS has specific solutions for the construction, projects / special services,
development and engineering and design sdgments.

Solutions that help clients overcome the main challenges in the segment (essentiality).

Mobility: Integration, interconnection and mobility for the construction site, with project
management and realme access to activities to ensure agile exchange of information and solid
decisionmaking All this with measurement of physical progress, record keeping of labdr an
equipment, and control of transportation cycles.

Planning:Creation of service (budget) and activity (performance) spreadsheets and performance
schedule to automate and customize standard distribution curves. All this with automatic
replanning, analysiscenarios, physical, acquisition and financial planning, equalization of labor and
equipment, task sheet management for sheetm planning and allocation of tasks to teams, in
addition to creation of material packages.

Budget: Improvement in agility and ssertiveness in construction work budgeting, ensuring
efficiency in consolidation of sales, in addition to thiabela de Composicdes de Precos para
Orcamentos(TCPO), or Budget Price Structure Table database, containing previously defined
market price stratures and online price update by region.

Monitoring: Analysis of contracts entered into with subcontractors, with revenue deduction,

control over material supply and agreement guides, in addition to reimbursement schedule and
generation of accountingertrSa a2 Ay OdzNXé ! ff (GKA& SAGK Ydzf (A
and performance, as well as comparisons of project versions, revisions and scenarios with work
breakdown structure (WBS), inputs, structures and prices. The solution also controlage

according to the histogram or extra histogram to generate material resource planning (MRP), with
approval authority and automatic control of payments, among other advantages.

Core solutions:

TOP- TOTVS Construction and Project3 ool that compmses the entire life cycle of a project, in
order to ensure profitability of construction works, attributing essential factors, such as rapid and
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assertive budget, dynamic planning and monitoring of performance and costs to ensure margin and
guality of progcts. Through governance concepts and best practices of the segment, it enables
calculation of cost, preparation of bill of quantities, and control and allocation of resources.

Base TCPQ@ This tool speeds up budgeting and makes it more assersiveamlining budget
preparation process. It imports TCPO structures and offers an online update of input prices by
region. (C&FR PINI Partner)

TOTVS Purchase and Billigdrully integrated witiTOTVS Construction and Projedt$ncreases
productivity with the inclusion and maintenance of moves, quotation map and approval workflow,
in order to facilitate purchase operations and routines, allowing efficient control over inventories
and purchase and billing

TOP Mobileg The project takes place in the cgtruction site, from where information must be
collected. TOP Mobileenables online and offline input of information, transport cycle control and
measurement of physical progress. The system integrates with payroll and Asset Maintenance,
revaluing informaibn input, showing the actual cost of project tasks. (C&OFTSITE Partner)

Asset Maintenanceq It is a maintenance planning and control tool. It provides a complete
management of all maintenance engineering process, comprising management of mateeds, s
items, tools and equipment, and availability of labor and outsourced employees.

TIN- TOTVS DevelopegiSolution tailored to control, monitor and make decisions regarding sales

of assets for development. TIN integrates several areas, streamlinesmgrdvies real estate

brokerage sales practices, and offers features for development contract management: control over
LINE2SO00Qa Ay@Syili2NRASa FyR LRNITFT2tA2> 02y GNY OGd
obligations.

TOTVS Financial ManagemenEuly integrated with TOTVS Developed, it allows efficient control
of receivables, bank communication, negotiation and cash flow, in addition to having default
analysis tools through indicators, facilitating decision making for default reduction.

PVI (Properny Sales Portalg PVI enables developers to have total control over sales strategy, from
prospect service to execution of contract, with total control over commissions paid to brokers. All
information is recorded and accessed in real time, enabling reBervaf units for delivery of
documentation and credit analysis. Virtual proposal simulator estimates more accurate information
to prospects. (C&PPROTOS Partners)

PDC (Client Portaf) Customer Relationship Portal aims to allow the user to obtain irddion on
Odza i 2 YSNBR Q TFAyLl yOAssued irddcgsRdorisult 2ofitFact ignéddeStablish ryilés
and information on financial transfer from customer to construction company in case of bank
financing and centralize maintenance doubts or reqaesbout the real estate. (C&PPROTOS
Partners)

Educatioral ¢ TOTVS has specific solutions for elementary education, higher education and continued
educationsut SAYSy (G azs SKAOK adzlJl2NI Of ASyida G2 208SND2YS
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Attracting students:Improvement in entrance management processes through disclosure, online
enroliment and monitoring tools, through a selection portal and CRM tools.

Management of delinquencySmart management of receivables, from service contractajtgra

and agreements, and availability of invoices through the portal, mobile devices and SMS to
flexibilization of receipt and negotiation. All this combined with an efficient analysis of indicators,
improving results through reagime management.

Student retention: Agility and flexibly in academic, teaching and administrative management,
generating reatime information, with indicator analysis, portal and mobility tools.

Optimization of processesAutomation of enroliment, reenrollment and evaluation mamggment,
GAGK | F20dza 2y alFSGesx 0O02ai NBRdzOIGA2Y YR Ayl

Core solutions:

TOTVS Educatidh LG O2YLINKAASA AyaldAddziazyQa SyGANB | C
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TOTVS Financial Managemeriully integrated withEducation Managementt allows efficient
control of receivables, bank commication, negotiation and cash flow, in addition to having
default analysis tools through indicators, facilitating decision making for default reduction.

TOTVS Selection Proce#sn essential fully integrated tool designed to manage entrance exam
processs, which comprise attraction of candidates, financial management, space control,
resources, tests and activities, and student enrollment.

TOTVS Library Managemernit controls Library catalogue, integrated wito TVS Educatiand
TOTVS Financial Managememanaging the entire catalogue, borrowings and returns and
references.

TOTVS Evaluation and Researdfodule that prepares test forms, answer keys and surveys,
working as an electronic test tool integrated with sevef@TVS Educatiand TOTVS Selection
Procesdeatures.

TOTVS Student Relationship Managemenhis module offers several tools and processes related
to student service (protocols/requirements), control of dropout rates and retention and satisfaction
assessment tools.

Portals and Mobility Provides family, students and professors with access to classroom activity
records from any mobile device.

Legal¢ TOTVS understands the reality of legal service chain and helps law firms, legal departments and
notary public offices to work wittlexibility and agility, maintain themselves up to date, through
specialized and necessary scalable solutions that control operations, reduce costs, improve customer
relations and, consequently, helps achieving new cases.
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Complete managementSolutions mekthe requirements of the legal segment, following advances
in legal technology, increase in competition among firms, new responsibilities attributed to notary
public offices and constant pressures on legal departments of companies for faster responses to
contract, contingency and advisory management. All this combined with proceduraloffanek
and knowledge management, with career planning, admission of partners and profitable sizing of
teams.

Accessible managemenklobility and availability of accesshich provides relationship of quality
with partner offices, in addition to managerial view at any moment.

Definitive management:Support of operation with specialized baofice, facilitating operation
and scalability.

Core solutions:

Law Firms:

TOTVS.egal DeskWebbased access to front office operations with uséendly and intuitive
AYUGSNFIOSd ¢KAa az2ftdziazy Aa | @FLAfFo6fS F2NJ Y204
significant work data in Outlook, enabling edition or creatidmew email, agenda and access to

system totally made by -mail manager. Legal Desk also offers modules for the following:
Timesheet, Enrollment, Expenses, Processes, Preliminary Invoice, Fee List, Commitments, Progress,
Publications, Correspondents aAdenda.

ERP Complete and Flexibl8olution tailored to law firms, such as those with several teams of
lawyers, each one with its own expertise and projects. Calculating profitability of these
professionals can be challenging and complex, raising quaessiach as the following: Is the client
providing the expected result? What is the contribution margin of a specific team? Is service pricing
correct? Are contracts well sized? Our ERP has answers for these and other specific questions of
this subsegment.

TOTVS Legal DacA document management system (DMS) tool that simplifies and optimizes
document management, which informs where a specific document is maintained, in addition to
finding files according to their content. It also organizes versions, tiesdrito official documents,
provides history of prints and downloads and identify document destinations, that is, if accessed or
downloaded through USB flash drive, external hard drive etc.

For Legal Department:

Legal ManagementSolution for managemerdf lawsuits, the user can closely monitor the work
conducted by partner law firms and optimize issue of provision and contingency reports. The
solution also offers statistical indicators, which are presented in a visual and simple manner,
enabling a complte analysis of the activities in the department. It also controls Contracts,
Administrative Proceedings, Powers of Attorney, Corporate Law, Criminal Law, Competitive Bids,
among others.
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GoodData Solution for management of legal indicators, concerning@drating and managerial
activities of the department, such as provisioning of cases, contingency, team goals, requests for
legal advisory, advisory feedback, among others.

Fluig portal for consulting service§:his solution covers requests for preparation and revision of
contracts, enabling a more dynamic control, with reale information on number of pending, late
and concluded requests, as well as indicators on capacity of teams, all in one sole environment.

Integrations with ERPTOTVS solutions are integrated with financial and accounting departments
so that legal payments and recording of provisions sent to accounting department begin to be sent
to Accounts Payable automatically. In practice, this meamartswork reduction and consequent
increase in agility.

HEALTHCARETOTVS has specific solutionstfoe subsegments Providergdinicsand Hospital§ and

Payers (Benefit Administrator, Seflanagement, MdicalCooperatives Dental Cooperativeand Group
Medicine) Solutions that support clients overcoraeS A Y Sy (1 Qa Y I Ay gée&térdudlitgefa S a =
services full compliance with industry regulations, and maxinmézenomic results

Core solutions:

TOTVS Hospital Managemen solution developedbased on the best practices of the market.
TOTVS Hospital Management brings together in a single solution functionalities that facilitate the
flow of data between the Hospital sectors, besides integrating all the hospital processes,
guaranteeing greater linical performance, safety to patients and health professionals,
standardization of processes, generating reduction of Costs and maximizing financial results.

TOTVS Healthcare Plan Managemé¢@PS)TOTVS GPS is the best solution for the management

of Medical Cooperatives. The product was developed in partnership with several Cooperatives and,
therefore, it is able to attend with excellence the processes of its operation, generating value and
competitive advantages. Organizes and controls administraiivancial and managerial activities,

as well as simplifying business activities, managing contracts and beneficiaries, processing and
auditing accounts, and authorizing procedures.

TOTVS Healthcare Plan OperatqfaS) TOTVS Healthcare Plan Operators (FL8)e product
destined to the Management of Benefit Managers, Sadfnagement, Dental Cooperatives, and
Group Medicines. With PLS it is possible to increase control of health costs with agile-tmd up
date information and indicators that facilitate de@mnmaking. A complete and fully integrated
solution that contributes to economic and sustainable development, maximizing operator
performance.

TOTVS Unified Electronic Record (PHRE Electronic Record is a tool developed in four hands, in
partnershipwith doctors and nurses, which provided the creation of a product that brought in a
form of a technological solution the experience and facility of a prescription in paper. The medical
record centralizes the clinical and care information of all the pasiexitended, total legibility of

the information, offering greater productivity for the physicians and support for the deeision
making.

Q)¢
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TOTVS Control of Hospital Infectioit supports quality of service rendered by healthcare
institutions, focusing on hodal infections, based on rules defined by ANVISA and the Consumer
Protection Code (CDC).

TOTVS Hospital Costs ManagemehDTVS Hospital Cost Management allows the client to know
the effective results of the services provided, segregated by kind of espwnputs, fees ankealth
insurance, and provide the development of tools for budgeting, performance evaluation
mechanisms and contribution margin. The solution clarifies the vision of the Health Administrators
about the true costs of the Institution, Wi precise information that will support them in the best
decisions.

FINANCIAL SERVICES

Specialized solutions 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 @pienal efficiency and reliable results.

Core solutions:

Investment Managementlt covers all custody operation and fund and investment management.
Subsegments served: Management of Investment Funds and Securities Dealership, Real Estate
Brokerage, Cusdy and Controllership, Private Pension Entities, Family Offices, Investment
Management, NofResident Investors and Insurance Companies.

Credit It meets the operational, legal and management demands of the main credit products in
the market. Suktsegmerts served: Banking, Finance Companies, Credit Cooperatives and
Development Agencies.

Cards It manages the credit analysis process of applications for Private Label, Open Private and
Branded cards. Integrated with a Credit Engine, it enables the impliati@m of a credit limit

policy in conjunction with Credit Score, SPC, SERASA and Internal Réggriesits served: Card
Managers and Retail Stores.

Core Bankinglt manages castelated operations (checking accounts and similar).-Sdments
served:Banking, Finance Companies, Credit Cooperatives and Development Agencies.

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

Solutions for Human Capital Management (crossing all segments)

TOTVS has complete solutions to caber processes that compose HR suite, providing the clients with
agile and simple human capital management and development, such as: controlling diverse legal regimes,
supporting legal requirements and payroll, managing benefits, controlling work hoursnimda
workforce, attracting talents, managing training and development of strategic goals, compdiased
management, and monitoring results through indicators and action plans.
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Core solutions:

TOTVS PayrolComplete solution that covers activitiesaitdd to people management in a simple

and automated manner, such as payroll and its charges, vacation pay, termination pay and
periodical obligations, mainly eSocial. In Benefits, the client can control and acquire the main
benefits, such as healthcare platransport voucher, meal and food voucher, academic subsides
and complementary pension plans. It serves several types of payments and legal regimes.

TOTVS Electronic Timecard3olution to control attendance of employees, classifying entries in
automaticintegration with payroll. Fully adapted to ordinances 1510 and 373, it allows clients to
control attendance/absence, overtime, bonus, lunchroom facilities, among others.

TOTVS Security and Acce$60% wekbased solution, it manages safety and accessrgileyees

and visitors in an integrated manner with support to biometric identification system. Integrated
with several market devices, it also has an access monitor foitinealsurveillance of visits and
entries in electronic timecards system.

TOTVS Lalbd.itigation: The system manages pending proceedings and lawsuits after delivery and
service of summons/notification, allowing consultation of courts and regions, as well as hearings,
stages, publications, judgments and conclusion of cases, transforthengamplex process of
following procedures and lawsuits into a simpler process for the lawyer or the law firm engaged.

TOTVS Positionsand SalaNes { 2 f dzi A2y F2NJ YIylF3aASYSyid 2F O02YL} Yy
wage structure. It allows defining ptisin structure, skills, requirements and education necessary

to occupy each position. It also allows defining assessment factors, which will be used to measure
differences between positions and wage survey.

TOTVS Recruitment and Selectiofhe solution o#rs a portal for collecting resumes, managing

the entire selection process up to hiring and inclusion in payroll. It allows preparing diverse types
of tests and evaluations and creating a resume database that may be easily managed through
searches, filterand reports.

TOTVS Training and Developmer8olution to manage and plan the entire training structure,
including preparation, definition of instructors, materials, calendars, schedules, expenses etc. It
allows issuing training certificate, controllingextdance list, evaluating training, applying tests and
controlling training activities planned vs. provided.

TOTVS Performance Appraisal and SurvBgsed on required skills for a certain position, this
az2ftdziaAzy SylofSa YSI adzNBerasd/potendafcondpareditozsaibsRills,Q LIS N.
thereby establishing a development plan that permits the client to follow and perform actions
necessary to correct deviations, in order to reach results established by the company.

TOTVS Human Capital Portéfeb-based solution that decentralizes HR operations, speeds up day
to-day activities performed by HR users and makes lives of employees and managers easier. It
allows employees to access their information at any time anywhere and managers to lead their
teams, mantaining automated process and ensuring integrity of information.
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Tax Solutions (crossing all segments)

Brazil has one of the heaviest and more complex tax legislations in the world, exceeding 300,000
standards, and companies need to follow its constahénges. The difficulty of maintaining tax risk
strategic management becomes greater every day due to a tax calendar with obligations and due dates
that differ among diverse regions in Brazil, in addition to the need for investment in professionals,
software, data storage, advisory, outsourcing, counselors and legal expenses.

¢FE FdzikK2NAGeQa O2YLX AlyOS adNlrGdS3e 0S02yY8a Y2NB
operating process practiced by the taxpayer. With access to electronic dotsiifére, NFS, NFeg,

Eventos &ocial etc.), monthly recordkeepingTATE GIAS, SINTEGRA, SPED Fiscal, SPED Contribuigoes,
e-Saocial Journals, Bloco &c.) and annual recordkeeping®ED Contabil, ECF, DIRF, R&$ the tax

authority uses its tagxpertise for the diverse controls of tax information.

Tax obligations are part of the déy-day activities of any company, regardless of its size and operation
segment. Understanding the Brazilian tax scenario is an extremely complex task, whichsré¢iquére
knowledge and constant training.

To support companies, in addition to olmmovation, Maintenance and Technical Supporstructure,
composed of more than 250 skilled professionals, TOTVS has the following solutions:

1 Tax Consulting for Segmentseam exclusively dedicated to tax issues and that participates
actively in discussion groups with tax authority. The main activities performed within this work
model may be followed by all clients through thax Spac¢area dedicated to the topic at T®F Q
Client Portal), which is a knowledge database where our clients have access to Legal Updates that
can be consulted according to location of business everywhere in the country;

1 TOTVS Tax Intelligenc&00% clouébased solution, it includes audit and idation of tax
obligations, tax portfolio, geographic map with all tax features available at TOTVS;

1 Calendar of Obligationssupport tool for management of tax deliveries provided by TOTVS;

1 Clear your Doubtsrepository composed of more than 3,000stomized reports on tax, labor

and social security opinions, where the client posts its doubt and TOTVS makes a study on the case
and provides ideas recommending solutions so that the client feels more comfortable with its daily
activities.

Core solutims:

TAF ¢ TOTVS Tax AutomationSpecialized tax solution characterized by data and layout
consolidation. Its purpose is to support tax process, permeating main and ancillary obligations
through statements and calculations. This solution works as a repgsifaax information capable

of consolidating data and layouts to meet the requirements of the Brazilian tax system.

TIF- TOTVS Tax Intelligence powered by tGElution for audit, analysis and validation of tax
obligations developed in partnership witloB (leading company in the corporate, legal and tax
information market). It is a 100% clodihsed solution, which saves time and money of
implementation, providing tax area professional with guarantee, tranquility and accuracy in
delivery of ancillary oijations.
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Technology Solutions

Fluig Platform for digital transformation with infinite possibilities. Fluig is the platform that brings
together powerful technology tools that accelerate and sustain your digital transformation process by
leveraging thdegacy.

IDENTIT¥dentity creates unique access to internal and external systems with the assurance that only
authorized information reaches employeeslients and suppliers. As an administratpou have
centralized contrglmanaging all identities.

BPM Be more productive and better use your employees' time by managing activities by processes. It is
now easy to see the progress of all activities and correct any possible flaws.

ECM/GEDDocument not only the files, but also their processes. Have mot®Iicover the company's
information and activities.

MALL In addition to purchasing and selling applications, it allows user to establish relations with several
companies and form strategic partnerships in the platform.

PORTALEach area can have its own portal, with customized layout and different levels of access.

SOCIALWith the collaborative interface, it speeds &® dzNJ O 2 iMerdlalye@rné@nication, makes
employees and departments closer to each other and encouragdsigiive exchange of ideas. All this
tailored to each businesall connected to the business context.

LMS Share knowledge through collaborativéearning contextualized to your company's processes and
portals.

ESBWith ESB the integration becomes magile, delivering in less time integrations of the applications
in the company.

TOTVSPlatformL G A& GKS oFaia 2F ¢he+x{Q (SOKyz2fz238&8 2FFSI
1 Application servemruns TOTVS software applications developed on the TPRY&mM and

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

1 DbAccesg€Ensures unigue access of data access with support for multiple databases.

1 SmatClient: Presentation layer, user interface, optimized for remote access to TOTVS
applications. Available in the versio®ichClientwith support for multiple platforms and HTML;
and FatClient for mobile platforms.

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 devetygieetiit

has tools for code analysis and quality, and management of the development lifecycle fgdpglication
Lifecycle Management). Also integrated are environments for the development of mediations of
integration and mapping of TOTVS ESB formasyell as the environment for creation of business
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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 Ginga standard 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 dgectly into the memory of the set

top box, mobile receivers, portable sets or digital TV sets) or transmitted via digital signal through TV
networks.AstroTV offers the following possibilities:

i Full interactivity, allowing viewers to communicate with theoadcasters through the return
channel, in scenarios such as elections, polls, games, and advertising;

1 Extended program capabilities in the areas of entertainment and information, permitting the entry
of extra inputs news related to the program, suclyames, news, advertising, content enrichment, sports
statistics, 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 enabling new scenarios with
the use of technologies such as localization, presence, voice, etc.

1 Accessibility feature of the Brazilian Sign Language (LIBRAS)

Solutions in Services

Sofware implementation:

the+{Q AYLIXSYSyGlraGaA2y GSIY RSLX2ea 2yfeée &a2fdzia?z
implementation methodology, which defines the guidelines, methods, standards and stages that must be
followed from the start of services to peshplementation quality controls.

the+x{Q 26y dzyAldada YR FTNIYOKAASE F2fft2¢6 (GKS ¢he¢=x{
same techniques for executing tasks and the same tools to implement TOTVS software solutions.

Consulting
TOTVS Consulting iset TOTVS business management consultignch and operates in all Brazilian

territory and in some internatioal geographies, from bases in Sao Paulo, Belo Horizonte, Brasilia and
Buenos Aires

Business management consulting services are groupéallaws:

1 Business Performance & Shared Services Center (CXIHeployment and evolution; Merger
Integrationgd / £ Sty ¢Sk YET t 2&a000 Bdy REMSaNd Ihtegratidra Matrix Revghue
Management (GMR); Matrixxpense Management (GMD); Zdxase Budgeng, Corporate governance;
Diagnosi®of Financial Maturity; Strategic planning; BSC; Management by Guidelines (GPAGtisitg

Based CostindABJ.

i Technology: IT strategy; Software Selection; Project Manageméitice (PMO); Systems
integration; Digital Solutions; Development of Custom Systems; Business Intelligence (Bl) and Analytics.



TOTVS S.4 69
V5

REFERENCE FORM 2017
i Talent Management & PerformanceétiR Transformation; Organizational Restructuring; Change
Management and Gamification.

1 Operations & Suply Chain:Supply Chain Maturity Diagnosis; LogiBt@/elopmeniStrategy; Cost

of Serving; Intgrated Supply Chain Planning(3°- Sales & Operation Planning); Collaborative Planning;
Stock Optimization; Integrated Transportation Management; Design ol tgstics Operation; Asset
Management and Sales Force Optimization.

1 Digital Transformation:Digital Business Transformation; Digital Process Transformation; Mobility
and Process Automation.

1 Legal ObligationsBlock K; eSocial; REINF and Analysis of risks and compliance to suit the Anti
Corruption Law.

Infrastructure
Infrastructure services offerings are divided into two groups:

i Cloud Computing; TOTVS Cloud was created to simplify, accelerate and suppartahagement

of our cloud software by providing cloud infrastructure solutions and managed services. The hosting
service is carried out in its own datacenter or of certified third parties. The offer goes beyond the
availability of the infrasticture, the diferential isTOTV&application management servicgypport and
database managemensystem analysts specializetthe architecture of TOTVS solutions, network and
information secutiry specialysts, project managers afteresales service to provide thdient an unique
service and support experience.

1 Dimensioning oHardware- 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 (SLA) regarding availability of the
application.

Corporate Education

Educational Solutionghat use clouébased environments for exercise practigingontent and
infrastructure for knowledge management and professional qualification, botisitenand distance.
Designed for clients and institutions that require intensive processes for knowldifysion and
certification that are centralized or geographically distribut&étdese solutions are offered exclusively in
our accredited network and include:

1 Onsite or Virtual Training (synchronous) on TOTVS software and business prpaessegs
StanddNR 2 NJ Odzai2YAT SR O2yiSyid I O02NRAy3 (2 OfASyidUa

1 Asynchronous training {eearning) on TOTVS solutions, through théearning Center for
companies; subscription or dearning Credit for companies and individuglgalid for one person and
one course only.

f  Distance Learning (DL) Content Factgr¢ h¢ + { Q / 2y GSy i CI OG2NE RS@St
training of high or low complexity on TOTVS and-m@TVS solution content. These training initiatives

aim to meet the need of clients from diverse segments, using what is best in media and pedagogical
resources.
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1 TOTVS Education and Certification: Course designed to educate and certificate professionals in
TOTVS solutions, using-site and virtual classes with practical esises in the system, games, group
activities and simulations. The course is concluded with the application of TOTVS official certification
exam.

BEMATECH:

Data collection Data collector that enables user to register data and information, automating
busiress operations to gain agility and efficiency.

ComputersComputers developed to meet all Store needs, with special desigafes ledger and
customer service activitieS.hey support sales ledger and customer service activities and back
office operations.

Touchscreen computeré M p é-scriéeh dohuters developed to make customer service more
agile and usefriendly.

Drawers Drawers designed to organize and simpdiffes ledger and customer service activities
with special design.

Printers:For printing of invoices, labs, tickets, authentication of documents, among others.
Tax printersinvoice printer.

ReadersBarcode readers that collect data in a fast and accurate manner, in order to optimize time
in sales ledger and customer service activities.

Microterminat It enters information through a keyboard or scanner or scale. It serves retail clients
that need b speed up data input into server.

Monitors: Monitors for sales ledger and customer service activities.

Seltservice Terminal:Electronic service terminals for consultation, issue of passwords and
purchases, which makes customer service more modern atel agi

S@T: Device that generates electronic invoice. This equipment connects the computer to the non
tax printer.

NFCe Tax Platform:NFGe is a type of electronic tax document issued to the consumer. In the
states that adopt this technology, the taxparetailer transmits an electronic invoice (XML file) to

the Brazilian Federal Revenue Office and prints a statement with the sale, which allows the
consumer to consult the tax document through the Internet.

Bematech TEBematech TEF performs fast and wectransactions with the objective of raising

the practicality time to make payments and the security in the receipt. With Bematech TEF, it is
possible to select the purchaser at the time of sale, conduct unlimited transactions, prepare
management reportenline, among others.
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Bematech Fiscal ManageBolution developed to manage information from diverse tax solutions
adopted in the Brazilian states.

b)NE @Sy dzS FNRY GKS aS3IvySyid FyR Ada &aKFENB Ay 0

Between 20% and 2016 the five revenue lines of the Company (License Fees, Mai the following
percentages of tohtanance, Subscription, Services and Hardware) accountea faat revenues:

2016 2015 2014
Licenses 7.7% 12.6% 16.9%
Maintenance 45.8% 481% 48.2%
Subscriptiorf 10.5% 7.4% 5.9%
Srvices 24.8% 29.2% 29.0%
Hardware** 11.2% 2.7% -

* Comprises all revenues related to commercial models in which there is no ownership transferring of license fees.
The amounts shown in this line were mainly reclassified from the License Fee revenue line and, to a lesser extent,
from the Maintenance andevice revenue lines, from 2014.

** Included the sales of equipment and technical support services by Bematechesiremaber2015.

c) profit or loss from the segment and its share in the net income of the issuer:

[@=N
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The level of revenue concentration assed inltem7.2bA & | ft 42 20 aSNIBSR Ay

7.3. Information on products and services related to operating segments

a) Characteristics of the production process:

Components used in the preparation of integrated management software offerings

The integrated management software solutions describeifeim 7.2aare formed from the integration

of components sourced from product lines of different technology platforms as the source of its
development: Protheus Line Logix, RM, Datasul, Finanei@ic8s and other acquired TOTVS and
incorporated into its portfolio.

Technology Platforms Used

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

Historically, TOTVS has been developing the TOTVS Platform to ensure its technological independence,
offering proprietary development languages and execution environments, which provide support to
current software developers and offer newnfttionalities and features for software solutions. This
includes hardware platforms and operating system options, as well as the choice of databases and
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processing and load distribution models among execution environments. This strategy enabled TOTVS to
become one of the few software companies around the world to own this type of technology.

TOTVS currently meets the various infrastructure requirements for applications in both {heimises

and the cloud models. The TOTVS Platform is the company's respotize need for a Platform as a
Service (PaaS) and serves as the foundation for the Software as a Service (SaaS) offering, and is
complemented by valuadded offerings for Infrastructure as a Service (lIaaS) needs.

Languages and technological platforare the foundation of software development.

ADVPL is currently used in 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.

TOTVS beliegas 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 middésiaye u
the company ensures its independence of (i) interface; (ii) technological platform; (iii) topology (physical
installation of and communication between the computers used by the company); (iv) connection
(communication between computers); and (v) dlahse, protecting clients against any conflict with their
operating platforms. 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 suileit to
preferences, technical needs and investment capacity.

Components of the 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.

In Datasul line, the components are developed using Progress, Java (J2EE) and TOTVS Platform
technologies and both language and platform.

Components of the Financial Services line adopt the PowerBuilder and J2EElddwprdent platforms
and languages.

In relatin to Fluig Platform, the components are developed using Java technology.

The Company has also developed a component that enables communication between the Company's
products and software from thirgparty databaes, called TOTVS DBAccess. It thus avoids the creation of
numerous versions of its applications.

Hardware Production (Bematech)

The equipment of the manufacturing process is didideto 3 different categories: wn production,
production by thirdparty Benmatech projectsand productionby third-party OEM products. The focus of
Bematech productions the valueadded products with the Company's strong technological expertise,
such as printers, kiosks and computers. Products with lower added value or lowotegital field of the
Company are produced by Bematech partners primarily located in Asia. A series of subcantrpats

of the manufacturing process, with order to optimize the cost of products produced by specialist suppliers
scale in parts of the anufacturing process (mounting plates, cable production, etc.).
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Research 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 develaiesbf-the-art software and services.

The core objectives of the Technology and Development areas are:

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

9 Adoption of new technologies and assenent of their impact;

T Implementation of technological alternatives that keep the operation of its products protected;
1 Constant improvement of concepts, functionality and usability of software products;

9 Development of special products for clients;

9 Constant pursuit of new development methodologies to seek software agility and quality;

1 Integration of thirdparty tools; and

1 Constant evaluation of new organizational models and their applicability.

Development teams are located mainly in Brazil. However, it is important to mention that TOTVS has
development teams in Mexico, focused on localizing TOTVS solutions for Latin America, and in the United
States, focused on developing new and innovativetsmis and on analyzing key trends in the software
market.

TOTVS has consolidated its leadership of the ERP market in the medium and small enterprise segments.
Investments in research and development, which totaledlR231,5million over the last 5 yearsyere
essential for TOTVS standing out from competition by bringing innovative solutions power by proprietary
technology and by providing vahkalded services.

New Products

The Company invests in the development of new products to access new market&niify igdthich
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 ks channels, potential segments that could help increase business
volume.

b) characteristics of the distribution process

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

Franchigs are exclusive distribution channels and based on the TOTVS franchise system (Sistema TOTVS
de Franquia STF). STF defines the geographic regions of operation for each franchise, in which exclusivity
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is granted by economic sector (segment). In the negiwhere they operate, franchises prospect clients,
carry out demonstration of solutions (pale, sale and postale), negotiate terms of sale (within the
limits predefined by TOTVS), and provide training, deployment and customization of solutio®syfolci &
needs, given their local pgence and proximity to clients.

Franchises and representatives receive a percentage of commission on license revenues. Franchises also
receive commission ogsubscription andnaintenance revenue generated by clients bagederritories
where they operate, besides directly charging for the service carried out.

the+x{Q 24 ysene Nirefe@rcd for the operating, commercial and technical activities of
franchises. TOTVS has a department to control, monitor and cooedinatchises, which provides
advisory services and monitors their operations, as well as commercial, administrative and marketing
strategies. The activities of franchises are also controlled by satisfaction surveys conducted with clients
served by all TOB/commercial agents.

TOTVS also has its own service and relationship unit, TOTVS Private, whose mission is to prospect and
retain large clients.

Own units:TOTVS has 5 own units in Brazity Mexicq 1 in Colombial in Argentinaand 1 in Portugal.
FranchisesTOTVS ha82 franchises in Brazil arizth across Latin America.

Distributors / Resellers (TOTVS and Bematdd®)VS has approximately080 distributors in Brazil
mainly dedicated to sales to the micemterprise software market, and micro, sith medium and large
customers in the hardware marketn the case of larger retailers, it is carried out direct sales as well as
its logistics to the reseller, while for the resale of medium and small billing and logistics are run by one of
its distributors.

Regardng the hardware distribution via resellers,it is important to mention the loyalty program
Bematech Mais. The program aims to strengthen the relationship with resellers and support them in the
development of new businesses, is underpinned fnciples such as transparency, clear rules,
relationships and support channel. 5,000 resellers are prepared to dissemir@at¥ | (i SolDtfoss &and
innovation, unique capillarity in the automation market.

Marketing
The annual resources for marketing aie&016 represented 2% of net revenue. Investments have as

main focus lead igeneration and branding. In 281 marketingefforts should continuevith the brand
building work with the main objective to inform the market that TOTVS has innovative amplete
business solutions for each of the ten segments representing the major sectors of eganamgition
to generating opportunities to sell softwarespeciallyin the subscription model.

c) characteristics of the markets of operation, particularly:

i share in each market

TOTVS essentially operates in the development and sale of integrated management software and,
FOO2NRAY3 (G2 GKS DFNIYSNI INRdzZL) addzReé Sy idAadt SR
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2013-20152 ¢ ¢ Hmg31.9% of the LatilAmerican market and56% of the Brazilian markef
ERP suite

With Bematech, the Company is also present in at least 30% of the market consideringdd total
1.3 million establishmerst as reported by IBGE in tRAC(Pesquisa Annual do Coméryiim 2012

This percentage refers to the presence of at least 1 Company product on site or point of sale, and
was extracted from the crossing of internal Bematech data with official data and the RA4830
Annual de Informacdes Sociais) of the Ministry of Labour

ii. competitive conditions in the markets

The Company's competitors include providers of commercial market applications (such as ERP, CRM
and Bl), collaboration products and business intelligence products, as well as companies dedicated
to initiatives inopen 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 software market in Brazil does not impose barriers oict&sis on tle

entry of foreign competitors.

d) possible seasonality effects
The information technology industry, including the software industry, has no pronounced seasonality.
However, the second half of the year has historically recorded higher saleae/ol

e) key inputs and raw materials, informing:

In Hardware, the main insumes are:

RAW MATERIAL
CTRL BOARD MP-2200 UL ROHS BR
FONTE EXTERNA DE ENERGIA 24V / 2.5 A - SEM CHAVE LIG/DESL (¥)
PLACA MAE RC-8400 IPX1800P1
DISCO RIGIDO SATA S00GB [*)
THERMAL PRINT HEAD ROHM 203DPI1
PLACA CONTROLADORA RB-1000 FI

PLACA MFB 11

FRONT PANNEL DRIVERS BOARD MP-4200 UL ROHS

PLACA CONTROLADORA MP100S TH

PLACA BASE MP4200 TH FI 11
i*]

DESCRIPTION IMPORTED | NATIONAL TOTAL

FONTE EXTERNA DE ENERGIA 24V /25 A 55% 45% 100%
DISCO RIGIDO SATA 500GB 2% 98% 100%

i. description of relations with supplierg, whether they are subject to government control
or regulation¢ identifying the agencies and applicable laws:
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TOTVS developmeiatctivities 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
suppliers of databases that are resold to clients, and has providers of technologit@ipt. There
iS no government control or regulation on these relations.

In hardware, the Company, through Bematech, works with suppliers of raw materials and finished
product suppliers. The supplier of greater representation on the product costing catmopos
bound by contractual instrument, which deals with the operation, forms of pricing, penalties, and
other relevant provisions. It is noted that it has its operation linked to aspects of tax incentives,
according to specific rules of "computer itertsx classification NCM".

il. possible dependence on few suppliers:

TOTVS uses thiqghrty technology to develop a part of its software and technology components,
especially those in the RM and EMS Datasul product lines, which are based on the Micrdsoft .Ne
and Progress platforms, respectively. For more information,itege 7.3.3 "Technical platforms

dza SRé¢ @

In Hardware, the Company, through Bemdiebas dedicated suppliers, depending on the cost,
but in the portfolio of purchasingmetalmechanics, eletronics, OEM there approved suppliers
(backup) able to quickly respond to changes in demand or as commercial criteria (cost, payment
terms), take the dedicated supplier of condition

iii. possible price volatility:
Historically, the prices of TOT¥&tware and services have not shown significant volatility.

In hardware, a significant portion of the raw materials and/or components equipment has its price
directly or indirectly linked to the dollar. this sense, their prices anal/ prices of its components

vary both according to variations in supply and demand, as according to the fluctuation of the
exchange rate. Traditionally, several factors that are and will continue to be beyond the Company's
control contributed to the change in prices of thesev materials in the market. In the case of a
significant increase in raw material pricesnight notbe possible to transfer your immediate sales
prices.

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

There are no clients who, individually,0 02 dzy & F2NJ Y2NB GKIFy wmmE: 2F GKS /

b) operating segments affected by revenues from client

There are no clients who, individually, accountfwre than 1092 ¥ (G KS / 2Y LI yé Qa ySid N
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7.5. Relevanteffects of state regulation on activities

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

The Finance Departments of several Brazilian states require thaCtmpany obtain government
approvals to market certain hardware products (including mtemoninals, coupon issuersEECF and SA
Fiscal) and software (fiscapplications and the Electronlavoice), According to acts and agreements
established by the Mistry of Finance through COTEREermanent Technical Council of the Ministry of
Finance Fiscal equipment are certified according to these rules, and tax applications are certified by
registered institutes. There are also decrees and state ordinancesdgalate the actions in the States.
Some products are also regulated by ANATEL, requiring specific certification for their use and
commercialization.

In 2015, the State of Sdo Paulo introduced a mewipment for retail control (SB. The RB000 FI
equipment was developed to meet this demand, which intensified as of July 2015. In addition, this rule
brought the obligation of updating the tax coupon issuers with more than 5 years of use by new printing
equipment and &T.

Similar situations to that dribed in the paragraph above also occur in the introduction of other
technologies, for example the ECF of ICMS Agreement 09@8me mandatory in the State of thealb
Grosso do Sfitbm May 20151t is important to highlight that NFE€ was also introdeed in ®me states,
such as Amazonas and Mato Grosso.

b)AdadzSNRa SYGANBYYSyGl f L2t A0& YR 02ai0a
regulations and, if applicable, other environmental practices, including compliance with
international environment prdection standards

For software and services activities, cuntlg, the Company is not exposdd any environmental
regulations and has no environmental policy. In May 2014, TOTVS joined the United NakpBdobal
Compact, a planned initiative for companies committed to align their operations and strategies with the
ten universally accepted principles in the areas ahhn rights, labor, environmentahd anti-corruption.

Regarding the environmental aspects related to hardware, the Company also does not carry out activities
subject to specificegulationsof the environmental authorities, since the handling and storage of the
products do not affecthe environmentin a harniul way. In the case of discards of prothi@nd
components, they are sertd companies duly licensed by environmental agencies and authorized by the
IAP (Environmental Institute of Paran#) carry out the disposal procedure.

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

TOTVS uses thimhrty technology in the development of certain components, as mentioned in item
7.3.e.ii
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7.6. Relevant revenues from abroad

a) revenue from clients intheA 4 8 dzZSNN&a O2dzy GNE 2F 2NRAIAY | YR
net revenue

The totalrevenuesearnedin Brazilo A & & dzS N & répeesentsapPraximatalyNgBs% of the total
revenue of the Companparent company andansolidated.

b) revenue fromcliedr & Ay SIFOK 2F (KS 2GKSNJ O2dzy G NASa |
revenue

Not applicableThe total revenues earned outside Brazil represent approximately 4% of the total revenue
of the Company (parent company and consolidated).

7

c) TotalrevenueF NP Y 20KSNJ O2dzy UNASA YR AdGa ¢gSAIKG A

Not applicable. The total revenues earned outside Brazil represent approximately 4% of the total
revenue of the Company (parent company and consolidated).

7.7. Effects of foreign regulatios on activities

Since the revenues earned from ousilrazilrepresents 4% of the total net revenueas mentioned in
item 7.6, the Company believes that there are no significant effects on their activities due to foreign
regulation.

7.8. Relevant long ternrelationships

Sustainability Report
TOTVS will publish the Integrated Repoft 2016 in 2017. This report will be available orCVM
(http://www.cvm.gov.br/) and on the Investor Relations websitgt|f://ir.totvs.com/).

In 2016, TOTVS published its first Integrated Report prepared in the unaudited GRI (Global Reporting
Initiative) for the year 2015. This report is available at the CVM (http://www.cvm.gov.br/) and On the
Investor Relations websitéttp://ri.totvs.com/).

Social and Environmental Responsibility Policy

TOTVS maintains a strong commitment to the protection of the environment and to full compliance with
environmental legislation, developing its productive activities alwayith the concern of not
compromising the environment, as well as preserving resources, whether natural or not. Procedures that
optimize the use of electric energy, water and othare implemented favoring the sustainable use of
natural resources. Special care, determined by technical principlestaken in the dispensation of
chemical and biological waste, aiming at minimizing environmental pollution and personal risk for its
employees and theommunity. All the projects to be developed take into account the environmental
legislation and the possible impacts to the environment.


http://ir.totvs.com/
http://ri.totvs.com/
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This commitment is foreseen in the Code of Ethics and Conduct of the Company, which must be complied
with by allemployees. The code of conduct is available on the Company's investor relations website
(http://ir.totvs.com/).

New Headquarters

In March 2017 TOTVS gathered in only one place almost 3,000 participants, previoriblytelisin seven
locations in the city of Sdo Paulo and metropolitan region. For the new headquarters, a "built to suit" lease
agreement was signed, with a minimum duration of 10 years. The new building has photovoltaic cells on
the facade, which transforraunlight into electricity to serve several workstations and avoid the emission

of more than 500 tons of carbon dioxide per year. The facilities also have a large entrance of natural light
and ventilation, as well as modern systems of air conditioningsaeand water treatment plant,
reinforcing TOTVS 'commitment to the environment.

Other initiatives

Global Compact of the United Nations (UN)

TOTVS joined the Gdal UN Compact (UN), which is a strategic policy initiative for companies that are
committed toaligning their operations and strategies with ten universally accepted principles in the areas
of human rights, labor, environment and agtrruption. With over 12,000 corporate participants and
other stakeholders from over 145 countries, it is the latgeoluntary corporate responsibility initiative

in the world.

Business Compact for Integrity and Against Corruption

TOTVS also joined tiBrisiness Compact for Integrity and Against Corrupifdhe Ethos Institute, whose
mission is toto mobilize, encotage and help companies to manage their businesses in a socially
responsible and sustainable manner. This compact provides a set of guidelines and procedures that meet
the policies adopted in respect of integrity and acirruption systems.

Institute of Social Opportunity (I0S)

TOTVS focuses its investments in social projects by the Social Opportunity Institute (in Portuguese, 10S),
a notfor-profit organization that offers professional qualification for kweome young people and
people with disabilitis.

Created and maintained by TOTVS and partners, IOS has the structure and support necessary for training
g2dzy3 LIS2LIX S G2 SYyaGSNI GKS 102N YINJSG 6A0K ol OKS
technology.

Universities and other social ganizations also help us to maintain IOS and implement it in other cities.
With its special characteristics, 10S transforms individuals into citizens through knowledge. Since its
foundation in 1998, more than 27,000 students were qualified. Today, |IOBhasts in Brazil.


http://ir.totvs.com/
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7.9. Other relevant information

The Company has not identified further relevant information related ts tkem other than those
disclosed
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8. EXTRAORDINARY BUSINESSES

8.1. Acquisition or sale of anyelevant asset not considered as normé&r the operation
within the Company business

The Company did not perform any transactions of such nature.

8.2. Indicate significant changes in the conduction of Company businesses

No significant changes have occurredhia conduction of Company businesses.

8.3. ldentify relevant agreements signed by the Company and its controlled companies not
directly related to its operational activities

There are no relevant agreements signed by the Company and/or its controlled companhidisectly
related to its operational activities.

8.4. Other information considered as relevant by the Company

The Company did not identify any other relevant information related to this item.
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9. RELEVANT ASSETS

9.1. Relevant noncurrent assets others
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TheCompany has no other relevant noaorrent assets for the development of its activities.

9.1.a. Relevant noncurrent assets
The company does not have anglevant active noncurrent assets to the development of its
activities.
9.1.b. Intangible Assets
Asset AssetDescription Duration Events that may result in Consequ.ence of loss of
loss of rights rights

Brand RM 09/08/2019 As per item 9.2. As per item 9.2.
Brand YMF 04/30/2022 As per item 9.2. As per item 9.2.

PROCESSO E SISTEMA DE VENDAS E

PROCESSGETEMA DE IMPLEMENTA(
Patent DE UM SOFTWARE N/I As per item 9.2. As per item 9.2.

METODO PARA ELEVAR A EFICIENCIA

ECONOMICA DA CADEIA DE ATENDIM

DO SISTEMA DE SAUDE E EFICACIA D
Patent ATENDIMENTO MEDICO N/I As per item 9.2. As per item 9.2.
Brand TOTVS 01/21/2024 As per item 9.2. As per item 9.2.
Brand CMNet 10/27/2022 As per item 9.2. As per item 9.2.
Brand GSR 09/14/2018 As per item 9.2. As per item 9.2.
Brand Unum 09/25/2022 As per item 9.2. As per item 9.2.
Brand MisterChef.net 10/03/2020 Asper item 9.2. As per item 9.2.
Brand Bematech 12/24/2023 As per item 9.2. As per item 9.2.
Brand Bemacash 06/18/2023 As per item 9.2. As per item 9.2.
Brand BY YOU 08/24/2020 As per item 9.2. As per item 9.2.
Brand DataSul 11/01/2023 As per item 9.2. As per item 9.2.
Brand Microsiga 11/09/2023 As per item 9.2. As per item 9.2.
Brand FLYO1 01/10/2027 As per item 9.2. As per item 9.2.
Brand Fluig 02/10/2026 As per item 9.2. As per item 9.2.




TOTVS S.4 83
REFERENCE FORM 2017 V5

9.1.c. Interests in companis

) Type of Country L. ) . Issuer
Corporate Name CNPJ CVM Register .. UF of Origin City of Origin
Company of Origin Interest
Bematech S.A. 82.373.077/0001-71 418-9 Controlled Brazil PR Curitiba 100.00%

Description of activities developed

Development of specialized hardware and software solutions for the retail, hotels and food service segments.

. Book Value Market Value Dividends

Fiscal Year i Date Book Value (RS)
Var. (%) Var. (%) Received (R$)

31/12/2016 0.432785 0.00 N/A :Market Value 12/31/2016 0.00

31/12/2015 2.091987 0.00 N/A ;BDDk Value 12/31/2016 457,419,147.80

31/12/2014 10.363034 0.00 N/A :

Reasons for acquiring and maintaining such interest:

Together, TOTVS and Bematech serve the entire retail chain, combining know-how of brick-and-mortar retail and e-commerce, with portfolios of specialized
solutions such as management systems, point of sale (POS), commercial automation, fiscal solutions, e-commerce, mobile, means of payment and collaboration
platfarm, in a variety of retail sub-segments, such as food service, supermarkets, wholesalers, apparel and footwear, department stores, electronics and home
appliances, construction materials, drugstores, hotels, car dealerships and passenger transportation, among others. The proposed merger of TOTVS and Bematech
reinforces the value creation for their customers, who will benefit from a more specialized portfolio of solutions and innovations and from a larger national
presence. Bematech distribution network is composed of more than 5 thousand resellers, which will be added to TOTVS's current distribution network.
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) Type of Country . ) . Issuer

Corporate Name CNPJ CVM Register . . UF of Origin City of Origin

Company of Origin Interest
Ciashop —Solugd

a3 'op_ © u;;ﬂoe_s para 04.364.470/0001-95 - Controlled Brazil PR Curitiba 70.00%
Comércio Eletrénico 5.A.
Description of activities developed
Development and licensing customizable computer software and consulting in information technology.
. Book Value Market Value Dividends
Fiscal Year i Date Book Value (RS)
Var. (%) Var. (%) Received (R$)
31/12/2016 107.209668 0.00 N/A ;Market Value 12/31/2016 0.00
31/12/2015 210.911026 0.00 N/A ;Book Value 12/31/2016 -1,208,439.00
31/12/2014 -1,725.726390 0.00 N/A '
Reasons for acquiring and maintaining such interest:
Expertise in the development and commercialization of cloud solutions for e-commerce.
) Type of Country . ) L. Issuer

Corporate Name CNPJ CVM Register .. UF of Origin City of Origin

Company of Origin Interest
Datasul Argentina S.A. N/A - Controlled Argentina N/A N/A 100.00%

Description of activities developed

Development and commercial exploitation of own or third party computer programs and technological solutions; technical counsel, consulting and training for

areas related to computing systems; trade of assets and products related to technology.

. Book Value Market Value Dividends
Fiscal Year i Date Book Value (RS)
Var. (%) Var. (%) Received (RS)
31/12/2016 -33.453975 0.00 N/A Market Value 12/31/2016 0.00
31/12/2015 -4.037151 0.00 N/A ; Book Value 12/31/2016 215,964.21
31/12/2014 -33.444758 0.00 N/A '
Reasons for acquiring and maintaining such interest:
Selective acquisition of competitors that show synergy with TOTVS, aiming to consolidate the market and gain market-share.
) Type of Country . ) . Issuer

Corporate Name CNPJ CVM Register .. UF of Origin City of Origin

Company of Origin Interest
Datasul S.A. de CV N/A - Controlled Mexico N/A N/A 100.00%

Description of activities developed

Development and commercial exploitation of own or third party computer programs and technological solutions; technical counsel, consulting and training for

areas related to computing systems; trade of assets and products related to technology.

. Book Value Market Value Dividends

Fiscal Year i Date Book Value (RS)

Var. (%) Var. (%) Received (RS)
31/12/2016 0.000000 0.00 N/A Market Value 12/31/2016 0.00
31/12/2015 0.000000 0.00 N/A Book Value 12/31/2016 0.00
31/12/2014 0.000000 0.00 N/A i
Reasons for acquiring and maintaining such interest:
Selective acquisition of competitors that show synergy with TOTVS, aiming to consolidate the market and gain market-share.

) Type of Country . ) . Issuer
Corporate Name CNPJ CVM Register .. UF of Origin City of Origin
Company of Origin Interest

Meolog Consultoria e . .

05.254.381/0001-59 - Controlled Brazil sSP Sao Paulo 60.00%

Sistemas 5.A.

Description of activities developed

Neolog is a software developer, service provider of deployment, customization and support services, whose main product is a logistics optimization solution, that
reduces customer freight costs through algorithms for route calculation and truck accommodation optimally . The company serves large clients in the logistics and
manufacturing segments and markets its solutions in the Saas ("Software as a Service") model.

. Book Value Market Value Dividends
Fiscal Year i Date Book Value (RS)
Var. (%) Var. (%) Received (RS)
31/12/2016 -17.064216 0.00 N/A EMarket Value 12/31/2016 0.00
31/12/2015 -2.396696 28,739.77 MN/A ;BDDk Value 12/31/2016 368,151.80
31/12/2014 0.000000 0.00 N/A :

Reasons for acquiring and maintaining such interest:

With this movement, TOTVS reinforces its specialization strategy and position in the logistics sector bringing Neolog's business know-how and solutions to
enhance the Company’s portfolio supply chain portfolio. The combination of the Company's distribution capabilities with Neolog’s solutions and expertise helps to

optimize costs and increase efficiency in the main Brazilian sectors.
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. Type of Country . . . Issuer
Corporate Name CNPJ CVM Register L. UF of Origin City of Origin
Company of Origin Interest
TOTVS Argentina S.A. N/A - Controlled Argentina N/A N/A 100.00%

Description of activities developed

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

) Book Value Market Value Dividends
Fiscal Year X Date Book Value (R$)
Var. (%) Var. (%) Received (R$)
31/12/2016 -35.594424 0.00 N/A Market Value 12/31/2016 0.00
31122015 27.367042 0.00 N/A ;BDDk Value 12/31/2016 7,080,555.31
31/12/2014 21.364070 0.00 MN/A i

Reasons for acquiring and maintaining such interest:

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

. Type of Country . B . Issuer
Corporate Name CNPJ CVM Register L. UF of Origin City of Origin
Company of Origin Interest
TOTVS Brasilia Software . .
07.577.599/0001-70 - Controlled Brazil DF Brasilia 100.00%

Ltda.

Description of activities developed

Consulting, counsel and development services for computing systems (software); exploitation of rights to use own or third party computing systems and data

processing services, management of business and sub-licensing of TOTVS brand - may import and export assets and services related to its activities.

. Book Value Market Value Dividends H
Fiscal Year X : Date Book Value (RS)
Var. (%) Var. (%) Received (R$)
31/12/2016 10.164781 0.00 MN/A Market Value 12/31/2016 0.00
31/12/2015 5.565790 0.00 N/A Book Value 12/31/2016 129,485,721.49
31/12/2014 20.853184 0.00 N/A

Reasons for acquiring and maintaining such interest:

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

. Type of Country . B . Issuer
Corporate Name CNPJ CVM Register L. UF of Origin City of Origin
Company of Origin Interest
British Virgin
TOTVS Corporation N/A - Controlled slands g N/A N/A 100.00%

Description of activities developed

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

} Book Value Market Value Dividends

Fiscal Year ) Date Book Value (RS)
Var. (%) Var. (%) Received (R$)

31/12/2016 0.000000 0.00 N/A iMarket Value 12/31/2016 0.00

31122015 0.000000 0.00 N/A ;BDDk Value 12/31/2016 0.00

31/12/2014 0.000000 0.00 N/A i

Reasons for acquiring and maintaining such interest:

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

) Type of Country . ) . Issuer
Corporate Name CNPJ CVM Register .. UF of Origin City of Origin
Company of Origin Interest
TOTVS Incorporation N/A - Controlled usa N/A N/A 100.00%

Description of activities developed

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

. Book Value Market Value Dividends i
Fiscal Year i ; Date Book Value (R$)
Var. (%) Var. (%) Received (R$)
31/12/2016 -23.978240 0.00 N/A Market Value 12/31/2016 0.00
31/12/2015 40.115910 0.00 N/A Book Value 12/31/2016 61,099,684.38
31/12/2014 36.659146 0.00 N/A

Reasons for acquiring and maintaining such interest:

Selective acquisition of competitors that show synergy with TOTVS, aiming to complement the portfolio of information technology solutions and Maintenance of a
research and development center for information technology solutions in the United States of America.
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; Type of Country . ) . Issuer
Corporate Name CNPJ CVM Register .. UF of Origin City of Origin
Company of Origin Interest
TOTVS Mexico S.A. N/A - Controlled Mexico N/A N/A 100.00%

Description of activities developed

Innovation, creation, development and updating of programs; software and hardware trade —may import own and third party assets and services related to
computing activities; general services related to consulting for management of processes and models; granting to third parties of rights to use, trade and sell

services.
. Book Value Market Value Dividends
Fiscal Year i Date Book Value (R$)
Var. (%) Var. (%) Received (R$)
31/12f/2016 756.360639 0.00 MN/A :Market Value 12/31/2016 0.00
31/12/2015 994.931803 0.00 MN/A ;Book Value 12/31/2016 8,159,863.01
31/12/2014 -110.750454 0.00 N/A i

Reasons for acquiring and maintaining such interest:

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

Ltda.

) Type of Country . ) . Issuer
Corporate Name CNPJ CVM Register .. UF of Origin City of Origin
‘Company of Origin Interest
TOTVS Nordeste Software } .
07.363.764/0001-90 - Controlled Brazil PE Recife 100.00%

Description of activities developed

Consulting, counsel and development services for computing systems (software); exploitation of rights to use own or third party computing systems and data
processing services, management of business and sub-licensing of TOTVS brand - may import and export assets and services related to its activities.

. Book Value Market Value Dividends
Fiscal Year i Date Book Value (RS)
Var. (%) Var. (%) Received (RS)
31/12/2016 -5.653799 0.00 N/A ‘Market Value 12/31/2016 0.00
31/12/2015 6.646023 0.00 N/A ;BDDI( Value 12/31/2016 68,511,652.43
31/12/2014 1.564840 0.00 N/A :

Reasons for acquiring and maintaining such interest:

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

) Type of Country . ) . Issuer

Corporate Name CNPJ CVM Register .. UF of Origin City of Origin

Company of Origin Interest
TOTVS Ventures . -

L , 15.760.400/0001-72 - Controlled Brazil SP Sao Paulo 100.00%
Participactes Ltda.
Description of activities developed
Participation in other society shareholder, member or in any other legally.
. Book Value Market Value Dividends
Fiscal Year i Date Book Value (RS$)
Var. (%) Var. (%) Received (RS)
31/12/2016 -5.162066 0.00 MN/A Market Value 12/31/2016 0.00
31/12/2015 81.870440 2,554,956.20 N/A Book Value 12/31/2016 11,072,665.35
31/12/2014 -18.445007 0.00 N/A i
Reasons for acquiring and maintaining such interest:
Selective investments in companies that present technology solutions that are synergistic to the Company's business.
) Type of Country . ) L. Issuer

Corporate Name CNPJ CVM Register .. UF of Origin City of Origin

Company of Origin Interest
TOTVS Rio Software Ltda.  02.497.398/0001-49 - Controlled Brazil Rl Rio de Janeiro 100.00%

Description of activities developed

related to its activities.

The company’s purpose is to provide Consulting, counsel and development services for computing systems (software); exploitation of rights to use own or third
party computing systems and data processing services, management of business and sub-licensing of TOTVS brand - may import and export assets and services

. Book Value Market Value Dividends
Fiscal Year i Date Book Value (RS)
Var. (%) Var. (%) Received (R$)
31/12f2016 0.000000 0.00 MN/A :Market Value 12/31/2016 0.00
31/12/2015 -17.262713 11,963,665.85 MN/A ;BDDk Value 12/31/2016 20,629,666.62
31/12/2014 58.495788 0.00 N/A :

Reasons for acquiring and maintaining such interest:

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