
 

 

  

TOTVS S.A. 
Public Company 

CNPJ/MF No. 53.113.791/0001-22 
NIRE 35.300.153.171 

 

 

 

 

 

REFERENCE FORM ς 2017 
(CVM Instruction No. 480, of December 7th, 2009) 

 
 

(In compliance with IOSCO - International Organization of the Securities Commissions ς Shelf Report 

guidelines. Equivalent to 20-F SEC Form)



TOTVS S.A. 
REFERENCE FORM 2017 

2 
V5 

 

Summary   

1. DECARATION AND IDENTIFICATION OF THE INDIVIDUALS 
RESPONSIBLE FOR THE FORM CONTENTS ................................................................ 9 

1.1. Statement and identification of the individuals responsible ....................................... 9 

2. AUDITORS ..................................................................................................................... 10 

2.1. / 2.2. Regarding the independent auditors, indicate: ............................................... 10 

2.3. Provide other information that the issuer deems relevant ....................................... 11 

3. SELECTED FINANCIAL INFORMATION ....................................................................... 12 

3.1. Financial information ï Consolidated ...................................................................... 12 

3.2. Non-accounting measures ...................................................................................... 12 

3.3. Subsequent events to the last financial statements ................................................ 13 

3.4. Policy for the profits destination .............................................................................. 14 

3.5. Distribution of dividends and retention of net profit ................................................. 15 

3.6. Statement of dividends on the retained profits or reserves accounts ...................... 15 

3.7. Debt level ............................................................................................................... 15 

3.8. Obligations according to the nature and maturity schedule ..................................... 16 

3.9. Other relevant information ...................................................................................... 16 

4. RISK FACTORS ............................................................................................................. 17 

4.1. Risk factors description .......................................................................................... 17 

4.2. Description of the main market risks ....................................................................... 26 

4.3. Lawsuits in progress with provision for contingencies and legal 
obligations linked to court proceedings .......................................................................... 29 

4.4. Non-confidential legal, administrative or arbitration proceeding whose 
adverse party are managers, former managers, controlling shareholders, 
former controlling shareholders or investors .................................................................. 35 

4.5. Relevant confidential proceedings .......................................................................... 36 

4.6. Repetitive or related non-confidential legal, administrative or 
arbitration proceeding taken jointly ................................................................................ 36 

4.7. Other relevant contingencies .................................................................................. 36 

4.8. Rules of the origin country and of the country in which the securities 
are under custody ......................................................................................................... 37 

5. RISK MANAGEMENT POLICY AND INTERNAL CONTROLS ...................................... 38 

5.1. Risk management policy: ....................................................................................... 38 

5.2. Description of the market risks management policy ................................................ 40 

5.3. Description of internal controls ............................................................................... 42 

5.4. Significant changes ................................................................................................ 44 

5.5. Other relevant information ...................................................................................... 45 

6. COMPANY HISTORY ..................................................................................................... 45 

6.1. / 6.2 / 6.4. Constitution, duration and registration date of the Company 
at CVM .......................................................................................................................... 45 



TOTVS S.A. 
REFERENCE FORM 2017 

3 
V5 

 
6.3. Brief history we ....................................................................................................... 45 

6.5. Information about the bankruptcy request based on a relevant amount 
or judicial or extrajudicial recovery ................................................................................ 48 

6.6. Other relevant information ...................................................................................... 48 

7. COMPANY ACTIVITIES ................................................................................................. 49 

7.1. Description of the activities of the company and its controlled 
companies .................................................................................................................... 49 

7.2. Information on operating segments ........................................................................ 49 

7.3. Information on products and services related to operating segments ..................... 71 

7.4. Clients accounting for over 10% of total net revenue .............................................. 76 

7.5. Relevant effects of state regulation on activities ..................................................... 77 

7.6. Relevant revenues from abroad ............................................................................. 78 

7.7. Effects of foreign regulations on activities ............................................................... 78 

7.8. Relevant long term relationships ............................................................................ 78 

7.9. Other relevant information ...................................................................................... 80 

8. EXTRAORDINARY BUSINESSES ................................................................................. 81 

8.1. Acquisition or sale of any relevant asset not considered as normal for 
the operation within the Company business .................................................................. 81 

8.2. Indicate significant changes in the conduction of Company 
businesses .................................................................................................................... 81 

8.3. Identify relevant agreements signed by the Company and its 
controlled companies not directly related to its operational activities ............................. 81 

8.4. Other information considered as relevant by the Company .................................... 81 

9. RELEVANT ASSETS ...................................................................................................... 82 

9.1. Relevant noncurrent assets ï others ...................................................................... 82 

9.1.a. Relevant noncurrent assets ............................................................................ 82 

9.1.b. Intangible Assets ............................................................................................ 82 

9.1.c. Interests in companies .................................................................................... 83 

9.2. Information complementary to item 9.1.b: ............................................................... 88 

10. MANAGEMENTôS COMMENTS ................................................................................. 90 

10.1. Executive officersô comments on: .................................................................... 90 

10.2. The executive officers shall comment on: ..................................................... 112 

10.3. The executive officers shall comment on any material effects 
caused by the events mentioned below or to impact the issuerôs financial 
statements and its results: ........................................................................................... 114 

10.4. The executive officers shall comment on: ..................................................... 115 

10.5. The executive officers shall indicate and comment on the critical 
accounting policies adopted by the issuer, especially, analyzing the 
Managementôs accounting estimates on uncertain and relevant issues that 
will explain the Companyôs financial conditions and results that require 
subjective or complex judgments, such as: provisions, contingencies, 
revenue recognition, tax assets, long-lived assets, non-current assetsô 



TOTVS S.A. 
REFERENCE FORM 2017 

4 
V5 

 
useful life, pension plans,  foreign currency translation adjustments, 
environmental recovery costs, assets and financial instruments 
impairment test ........................................................................................................... 116 

10.6. The executive officers shall explain the relevant items not 
evidenced in the issuerôs financial statements, indicating: ........................................... 120 

10.7. In relation to each one of the items not evidenced in the financial 
statements indicated in item 10.8, the executive officers shall comment on ................ 121 

10.8. The executive officers shall indicate and comment on the main 
elements of the issuerôs business plan, specifically exploring the following 
topics: 121 

10.9. Comment on other factors significantly impacting the operating 
performance and not identified or commented in other items of this section ................ 122 

11. PROJECTIONS ........................................................................................................ 123 

11.1. Disclosed projections and assumptions ........................................................ 123 

11.2. Monitoring and amendments to published projections .................................. 124 

12. SHAREHOLDERôS MEETING AND MANAGEMENT .............................................. 126 

12.1. Administrative Structure Description ............................................................. 126 

a) Responsibilities of each agency and committee ........................................... 126 
b) LƳǇƭŜƳŜƴǘŀǘƛƻƴ ŘŀǘŜ ƻŦ ǘƘŜ ŦƛǎŎŀƭ ŎƻǳƴŎƛƭΣ ƛŦ ƛǘ ƛǎ ƴƻ ǇŜǊƳŀƴŜƴǘ ŀƴŘ ƻŦ ŎƻƳƳƛǘǘŜŜΩǎ 
creation ................................................................................................................. 129 
c) Performance evaluation mechanisms of each agency or committee........... 129 
d) In relation to the executive officers members, their responsibilities and individual 
powers................................................................................................................... 130 

12.2. Rules, policies and practices relating to General Meetings ........................... 132 

a) Calling up deadlines ...................................................................................... 132 
b) Competences ................................................................................................ 132 
c) addresses (physical or electronic) in which the documents relating to the general 
ƳŜŜǘƛƴƎ ǿƛƭƭ ōŜ ŀǘ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŘƛǎǇƻǎŀƭ ŦƻǊ ŀƴŀƭȅǎƛǎ ................................... 133 
d) Identification and management of interest conflicts ................................... 133 
e) tƻǿŜǊǎ ƻŦ ŀǘǘƻǊƴŜȅΩǎ ǊŜǉǳŜǎǘ ōȅ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘ ŦƻǊ ǘƘŜ ŜȄŜǊŎƛǎŜ ƻŦ ǘƘŜ ǾƻǘƛƴƎ ǊƛƎƘǘ
 133 
f) The necessary procedures for the acceptance of instruments of power of attorney 
granted by shareholders, indicating if the issuer accepts power of attorney granted by 
shareholders electronically ................................................................................... 133 
g) Formalities requires for acceptance of the Remote Voting Form when sent directly to 
the Company, indicating whether the issuer requires or exempts signature recognition, 
notarization and consularisation .......................................................................... 134 
The shareholder who opts to exercise his right to vote remotely, by sending directly to the 
Company, shall forward the following documents to Rua Desembargador Euclídes da 
Silveira, 232 ς Casa Verde, city of São Paulo, State of São Paulo, Brazil, to the Investor 
Relations Office: .................................................................................................... 134 
(i) physical form of the Remote Voting Form related to the General Meeting meeting duly 
completed, initialed and signed; and .................................................................... 134 
(ii) certified copy of the following documents: ..................................................... 134 

12.3. Rules, policies and practices related to the Management Council ................. 135 

a) frequency of meetings .................................................................................. 135 
b) if available, the provisions of shareholders agreement which establish restriction or 
linking to the voting rights exercise of the members of the council .................... 135 



TOTVS S.A. 
REFERENCE FORM 2017 

5 
V5 

 
c) identification and management rules of conflicts of interests ..................... 136 

12.4. Description of arbitration clause to settle disputes through 
arbitration .................................................................................................................... 136 

12.5. / 12.8 ï Composition and experience of mgmt. and fiscal council ................. 137 

12.7. Composition of the audit, financial and compensation statutory 
committees ................................................................................................................. 144 

12.9. Existence of marital relationship, stable union or family 
relationship up to 2nd degree regarding Company administrators, 
controlled and controlling companies .......................................................................... 151 

12.10. Subordination relationships, services relationship or control 
between the administrators and controlled, controlling and others .............................. 151 

12.11. Agreements, including insurance policies, for payment or 
reimbursement of expenses borne by the administrators ............................................ 155 

12.12. Corporate Governance Practices .................................................................. 155 

12.13. Other relevant Information ............................................................................ 155 

13. MANAGEMENT COMPENSATION .......................................................................... 158 

13.1. Describe the compensation policy or practice of the board of 
directors, statutory and non-statutory executive officers, fiscal council, 
statutory committees and audit, risk, financial and compensation 
committees regarding the following aspects: ............................................................... 158 

13.2. Compensation of the Board of Directors and Executive Board 
recognized in the result of the last fiscal year and expected for the current 
fiscal year .................................................................................................................... 162 

13.3. Variable Compensation of the Board of Directors and Executive 
Board 164 

13.4. Compensation Plan based on shares for the Board of Directors 
and Executive Board in the last fiscal year and expected for the current 
fiscal year .................................................................................................................... 166 

The Company has two stock option plans, ñPlan 1ò approved in the 
Extraordinary General Shareholders´ Meeting of December 26, 2007 and 
the ñPlan2ò approved in the Extraordinary General ShareholdersË Meeting 
of December 27, 2012. ................................................................................................ 166 

a) General terms and conditions ....................................................................... 173 
The TOTVSô Share Based Incentive and Retention Plan (ñPlan 3) is be 
managed by the Companyôs Board of Directors, which shall have full 
powers to manage and govern it, having, among others, the necessary 
powers to: ................................................................................................................... 173 

b) Key objectives of the plan ............................................................................. 175 
c) How the plan contributes to these objctives ................................................ 175 
d) How the plan is included in the compensation policy of the issuer ............. 175 
e) Iƻǿ ǘƘŜ Ǉƭŀƴ ŀƭƛƎƴǎ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘΩǎ ŀƴŘ ǘƘŜ ƛǎǎǳŜǊΩǎ ƛƴǘŜǊŜǎǘs in the short, medium 
and long terms ...................................................................................................... 176 
f) Maximum number of shares ......................................................................... 176 
g) Maximum number of options to be granted ................................................ 176 
h) Conditions for acquisition of shares ............................................................. 176 
i) Criteria to fix the acquisition or exercise price ............................................. 176 



TOTVS S.A. 
REFERENCE FORM 2017 

6 
V5 

 
Arithmetic average of the price in the 30 (thirty) trading sessions prior to the date of grant.
 176 
j) Criteria for setting the vesting period ........................................................... 176 
k) Forms to the transfer of shares .................................................................... 176 
l) Restrictions to the transfer of shares............................................................ 176 
To comply with this plan the beneficiary it should not transfer the shares during the grace 
and lock-up period. ............................................................................................... 176 
m) criteria and events that will cause suspension, alteration or cancellation of the plan
 177 
ƴύ ŜŦŦŜŎǘǎ ƻŦ ǘƘŜ ŜȄƛǘ ƻŦ ǘƘŜ ŀŘƳƛƴƛǎǘǊŀǘƻǊ ŦǊƻƳ ǘƘŜ ƛǎǎǳŜǊΩǎ ōƻŘƛŜǎ ƻƴ Ƙƛǎ ǊƛƎƘǘǎ ǇǊƻǾƛŘŜŘ ŦƻǊ 
in the compensation plan based on shares .......................................................... 177 

13.5. Board of Directors and Executive Boardôs share-based 
compensation recognized in the result of the last fiscal year and expected 
for the current fiscal year. ............................................................................................ 178 

Share-based compensation for the fiscal year ending in 2015: ................................... 178 

Share-based compensation expected for the fiscal year ended in 2017 
(current fiscal year): .................................................................................................... 178 

13.6. Board of Directors and Executive Boardôs pending options at the 
close of the last fiscal year 2016 ................................................................................. 183 

13.7. Options exercised and shares delivered related to the share-
based compensation of the Board of Directors and Board of Officers in the 
last 3 fiscal years ........................................................................................................ 184 

13.8. Brief description of the information necessary to understand the 
data in items 13.6 to 13.8, such as an explanation of the methods used for 
stock and option pricing, indicating at least: ................................................................ 185 

a) pricing models ............................................................................................... 185 
b) data and assumptions used in the pricing model, which should include the weighted 
average price of stocks, price for the fiscal year, expected volatility, term of the option, 
expected dividends and risk-free interest ............................................................ 185 
c) method used and assumptions made to incorporate the expected effects of the 
coming fiscal year.................................................................................................. 185 
d) manner in which expected volatility was determined .................................. 185 
e) if any other optional characteristic was incorporated in the calculation of fair value
 186 

13.9. Inform the number of shares or quotas directly or indirectly held 
in Brazil or abroad, and other securities convertible into shares or quotas 
issued by the issuer, its direct or indirect controlling, controlled by or under 
common control companies by board members administration, the 
executive board or the fiscal council, grouped by body. .............................................. 186 

13.10. Pension plans in effect for members of the Board of Directors 
and Board of Officers .................................................................................................. 186 

13.11. Payments in the last fiscal year ..................................................................... 187 

13.12. Describe all contractual arrangements, insurance policies or 
compensation mechanisms for manager in the case of resignation or 
retirement, indicating financial consequences incurred by the payer ........................... 188 

13.13. In the last 3 fiscal years, indicate the percentage of total 
compensation of each body, as recognized in the result of the issuer, 
related to each member of the Board of Directors, statutory executives or 



TOTVS S.A. 
REFERENCE FORM 2017 

7 
V5 

 
Fiscal Council that is either a direct or indirect controller, according to 
applicable accounting rules ......................................................................................... 188 

13.14. In the last 3 fiscal years, indicate the amounts paid to members 
of the Board of Directors, statutory executives or Fiscal Council, by body, 
for any reason not related to their position (i.e. commissions, consulting or 
advising services) as recognized in the payerôs results ............................................... 188 

13.15. In the last 3 fiscal years, indicate the amounts recognized in the 
results of direct or indirect controllers, corporations under common control 
or the issuerôs subsidiaries, of compensation to members of the Board of 
Directors, statutory executives, or Fiscal of the issuer, by body, specifying 
the type of payment and to whom it was paid .............................................................. 188 

13.16. Provide any other relevant information .......................................................... 188 

14. HUMAN RESOURCES ............................................................................................. 189 

14.1. Description of human resources ................................................................... 189 

14.2. Relevant changes ï Human Resources ........................................................ 190 

14.3. Description of the employee compensation policy ......................................... 190 

a) salary and variable compensation policy ...................................................... 190 
b) benefits policy ............................................................................................... 190 
c) compensation plans based on stocks for non-administrator employees ..... 191 

14.4. Issuer / Union relations ................................................................................. 191 

14.5. Other Informations ........................................................................................ 191 

15. CONTROL ................................................................................................................ 193 

15.1. / 15.2. Shareholderôs Position ....................................................................... 193 

15.3. Capital distribution ........................................................................................ 193 

15.4. Shareholder and Economic organization chart .............................................. 194 

15.5. Shareholders agreement filed in the Company headquarters or in 
the company to which the controller belongs to ........................................................... 194 

15.6. Relevant changes in the interests of members in the Company 
controlling group and administrators ........................................................................... 195 

15.7. Main corporate operations ............................................................................ 195 

15.8. Other relevant information ............................................................................ 195 

16. TRANSACTIONS WITH RELATED PARTIES ......................................................... 196 

16.1. Description of rules, policies and practices of the issuer in terms 
of transactions with related parties .............................................................................. 196 

16.2. Information on transactions with related parties ............................................ 198 

16.3. Identification of measures taken for handling conflicts of interests 
and proof of the strictly commutative character of the conditions agreed or 
the proper compensation payment .............................................................................. 204 

16.4 Other relevant information ................................................................................... 205 

17. CAPITAL STOCK ..................................................................................................... 206 

17.1. Information on capital stock .......................................................................... 206 

17.2. Capital stock increases ................................................................................. 207 

17.3. Information on stock splits, grouping or bonuses .......................................... 208 



TOTVS S.A. 
REFERENCE FORM 2017 

8 
V5 

 
17.4. Information on capital stock reductions ......................................................... 208 

17.5. Other relevant information ............................................................................ 208 

18. SECURITIES ............................................................................................................ 208 

18.1. Rights of stocks ............................................................................................ 208 

18.2. Description of eventual legal rules that limit the right to vote of 
significant shareholders or that oblige them to make public acquisition 
offer 209 

18.3. Describe exceptions and suspension clauses related to equity or 
political rights provisioned in the Bylaws ..................................................................... 216 

18.4. Traded volume and highest and lowest quotations of the 
securities trading values .............................................................................................. 217 

18.5. Description of other securities issued ............................................................ 217 

18.6. Brazilian Markets where securities are accepted for trade ............................ 219 

18.7. Information on class and type of securities accepted for trade in 
foreign markets ........................................................................................................... 219 

18.8. Describe securities issued abroad, where relevant, indicating, if 
applicable: ................................................................................................................... 219 

18.9. Public distribution offers made by the Company or third parties, 
including associated and controlled companies, related to the Company 
securities ..................................................................................................................... 220 

18.10. Allocation of public offerings and possible deviations .................................... 220 

18.11. Description of public buyout offers made by the issuer and 
related to stocks issued by third parties ....................................................................... 220 

18.12. Other relevant information ............................................................................ 220 

19. STOCK BUY-BACK PROGRAM / TREASURE ....................................................... 231 

19.1. Information on the stock buy-back plan of Company stocks .......................... 231 

19.2. Negotiation of Treasure held securities ......................................................... 233 

19.3. Other relevant information ............................................................................ 233 

20. NEGOTIATION POLICY ........................................................................................... 234 

20.1. Information on the securities negotiation policy ............................................. 234 

20.2. Other relevant information ............................................................................ 235 

21. DISCLOSURE POLICY ............................................................................................ 237 

21.1. Description of internal standards, regulations or procedures 
related to the disclosure of information ........................................................................ 237 

21.2. Description of the policy for disclosure of relevant act or fact and 
procedures related to the maintenance of secrecy on relevant information 
not yet disclosed ......................................................................................................... 238 

21.3. Administrators in charge of implementing, maintaining, 
evaluating and inspecting the information disclosure policy ......................................... 239 

21.4. Other relevant information ............................................................................ 239 

 

  



TOTVS S.A. 
REFERENCE FORM 2017 

9 
V5 

 

1. DECARATION AND IDENTIFICATION 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 Sebastião 
Position  Investor Relations Officer 

 
 
Name of the individual responsible for the form contents  Laércio José de Lucena Cosentino 
Position  CEO and President 
  
  

The directors qualified above state that: 

(a) they reviewed this Reference Form; 
 

(b) all the information contained 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 
/ƻƳǇŀƴȅΩǎ ŜŎƻƴƻƳƛŎ-financial situation, of the risks inherent 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: 287-9 

Auditor type: National  

Name/Corporate name: PriceWaterHouseCoopers Auditores Independetes  

CNPJ: 61.562.112/0001-20 

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

Description of the services hired:  Professional services regarding the external audit of the 
Company´s financial statements and the review the quarterly 
information of the Company (parent company and consolidated) 

Total amount of the independent 
auditors compensation 
segregated by service: 

In 2016: 
Audit of the financial statements: R$995,279.00; Review of 
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. due 
to the rotation of external auditors for the fiscal year 2017, in 
compliance with CVM Instruction 308/99. 

Reason presented by the auditor 
in the event of disagreement with 
the issuer's justification: 

N/A 

 

Name of the technical 
responsible: 

Ricardo Novaes de Queiroz 

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

CPF: 528.099.605-00 

Address: Av. Francisco Matarazzo, 1400, Torre Torino, Água Branca, São 
Paulo, SP, Brasil, CEP: 05001-903 
Phone: 55 (11) 3674 3433 
Fax: 55 (11) 3674 2045 
e-mail: ricardo.queiroz@br.pwc.com 

 

Auditor: Yes 

CVM Code: 471-5 

Auditor type: National  

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

CNPJ: 61.366.936/0001-25 

Services provisioning period: Since 01/01/2017 

Description of the services hired:  Professional services regarding the external audit of the 
Company´s financial statements and the review the quarterly 
information of the Company (parent company and consolidated). 

Total amount of the independent 
auditors compensation 
segregated by service: 

In 2016: 
Elaboration of Appraisal Report of Purchase Allocation: 
R$74,141.50; Compliance Consulting: R$121,577.35 
TOTAL: R$ 195,718.85 
 

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

N/A 

 

Name of the technical 
responsible: 

Luiz Carlos Marques 

Services provisioning period: Since 01/01/2017 

CPF: 043.982.278-57 

Address: Av. Presidente Jucelino Kubitschek, 1909, 7th floor, Vila Nova 
Conceição, São Paulo, SP, Brasil, CEP: 04543-011 
Phone: 55 (11) 2573 3473 
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 

following internationally accepted standards: (a) 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 procedures adopted by the Company, according to item III, art. 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 to ensure that the performance of such other services does not affect their 

independence and objectiveness necessary to the performance of the independent audit services, as 

well as obtain the recommendation from its audit Committee.  
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3. SELECTED FINANCIAL INFORMATION  

3.1. Financial information ς Consolidated 

 2016 2015 2014 

Net equity (in R$) 1,220,917,208.58 1,237,732,019.31 1,118,062,328.05 

Total assets (in R$) 2,443,910,955.95 2,662,075,365.77 2,143,866,948.63 

Net income (in R$) 2,183,784,381.98 1,908,736,897.73 1,772,447,553.98 

Gross income (in R$) 1,307,006,494.98 1,202,268,090.01 1,173,288,717.25 

Net income (in R$) 152,658,456.44 195,529,306.83 262,959,582,18 

Number of shares, ex-
treasury 

163,344,952 163,438,452 162,034,061 

Book value of the share (in 
R$) 

7.474472 7.572796 6.900169 

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 non-accounting measures the EBITDA 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 non-accounting 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 taxes 23,252 59,888 97,460 

Financial result 36,732 (26,526) (13,182) 

EBIT (1) 212,253 228,383 347,659 

Depreciation / Amortization 131,664 103,660 88,928 

EBITDA (2) 343,917 332,043 436,587 

Net Revenue 2,183,786 1,908,737 1,772,447 

EBITDA Margin% (3) 15.7% 17.4% 24.6% 
 

(1) The EBIT is the net profit for the period, plus income taxes financial expenses net of financial income. 

(2) EBITDA (Earnings before Interests, Taxes, Depreciation and Amortization) is a non-accounting 

measure prepared by the Company, calculated watching CVM Instruction No. 527 of October 4th, 2012 
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ς That consists in the net profit for the period, plus taxes on income, financial expenses, net financial 

income and depreciation and amortization. 

 (3) EBITDA margin consists of the EBITDA 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 other companies of the sector in Brazil and abroad, once the 

companies of the sector may present different capital structures and different expense levels with 

amortization, especially of intangibles coming from acquisitions. 

In general, investments in research and development of the Company are not capitalized, being fully 

reflected in the research and development expense line of the income statement, fully affecting the 

EBITDA and EBITDA Margin of the Company. 

 

3.3. Subsequent events to the last financial statements 

Subsequent events refer to events occurred during the period corresponding to the end of fiscal 

year 2016 or December 31,  2016 and the date of approval of the issuance of financial 

statements by the Company´s Board of Directors, which was February 20, 2017.  

The Company reported in its financial statements for the year ended December 31, 2016, 

available on the CVM website (www.cvm.gov.br) and on its own website, in the investor 

relations section (ir.totvs.com), that there were no subsequent events related to the 2016 

financial year.  
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3.4. Policy for the profits destination 

In R$ 2016 2015 2014 

Rules for profit 

retention 

 

The Company has no policy rules establishing additional to those provided by law 

retention. According to Law 6,404/76, the Company can retain five per cent (5%), at least, 

for the legal reserve, until it reaches twenty per cent (20%) of the social capital. In the 

year during which the legal reserve balance plus the amounts of the capital reserves 

exceeds thirty per cent (30%) of the social capital, the destination of part of the year 

profit to the legal reserve will not be mandatory. Moreover, according to Law 6,404/76, 

the Company may retain the amount related to the capital budget submitted by the 

management with the justification earnings retention, including the sources and uses of 

capital, fixed or current, and may last up to five (5) years, except in case of 

implementation, for longer term, of investment project. The capital budget may be 

approved by the General Meeting to resolve on the Company´s financial position of the 

year and may be reviewed annually, when its longer than one fiscal year. 

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

Profit retention in the 

capital budget 

54,237,526.81 58,658,792.13 84,148,832.64 

rules for dividends 

distribution 

The amount corresponding to twenty-five per cent (25%) of the net adjusted yearly 

profit, as foreseen by Article 202 of the Corporations Law, will be destined to the 

payment of the minimum necessary dividend. 

Frequency of dividends 

distribution  

At the end of each fiscal year. The Bylaws (art. 34) of the Company contain a provision 

regarding the possibility to distribute dividends in shorter periods. 

occasional restrictions 

to the distribution of 

dividends imposed by 

law or special regulation 

applicable to the issued, 

as well as agreements, 

judicial, administrative 

or arbitral decisions 

Currently there are no restrictions regarding the distribution of dividends imposed by law 

or special regulation or agreements applicable to the Company. 
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3.5. Distribution of dividends and retention of net profit 

 Fiscal Year 

(in Reais) 12/31/2016 12/31/2015 12/31/2014 

Adjusted net profit  145,025,534.13 185,752,841.41 249,811,603.12 

Dividend distributed regarding 
the adjusted net profit   

63.157787 68.421053 66.315087 

wŜǘǳǊƴ ǊŀǘŜ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ƛǎǎǳŜǊΩǎ 
net equity 

7.500476 10.268301 14.816954 

Total dividend distributed  91,595,039.79 127,094,049.39 165,662,770.48 

Net profit retained  54,237,526.81 68,435,257.36 97,296,800.63 

Retention approval date 04/20/2017 04/26/2016 03/30/2015 

 
 Year ended 12/31/2016 Year ended 12/31/15 Year ended 12/31/14 
Net profit retained 

(R$) Amount Payment 
date Amount Payment date Amount Payment date 

Interest on capital 

Ordinary shares 43,605,490.37 
40,614,573.51 

08/24/2016 
05/10/2017 

29,195,590.02 
31,319,281.04 

08/19/2015 
01/13/2016 

21,769,188.56
19,525,634.18 

08/20/2014 
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 accounts 

There were no dividends stated on the retained profits or reserves account in the fiscal years of 2016, 

2015 and 2014.    

 

3.7. Debt level 

(Consolidated - in R$) Fiscal year 12/31/2016 

Total amount of the debt of any nature 1,222,993,787.33 
 

Gearing Ratio  1.00170084 
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3.8. Obligations according to the nature and maturity schedule 

 Fiscal year ς 12/31/2016 (in R$) 

Type of 
Obligation 

Type of Debt Within 1 year 1 year to 3 
years 

3 year to 5 
years 

Over 5 
years 

Total 

Debt Security Floating Guarantee 31,709,396.96 28,367,720.66 30,587,000.00 0.00 90,661,117.62 

Financing Unsecured Guarantee 196,012,211.37 185,174,788.97 180,544,000.00 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 were classified as financing with unsecured guarantee; ii) 

debentures of TOTVS and Bematech were classified as debt security with floating guarantee. The 

information provided in this item refers to the consolidated financial statements as at 31/12/2015. 

 

3.9. Other relevant information 

The adjusted net income for the base payment of dividends presented in the item 3.5 consists of the 

net income of the parent company less 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 software and related 

services, and more specifically, on the fees charged for its license, subscription of its solutions by the 

clients, and on the implementation and maintenance services, which represented almost all of the 

revenues. If competition or other market conditions 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 lower than its expectations 

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 range of companies 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 outsourcing activities. Some 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 other resources 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 functionalities that do the 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 enterprise management software for small- and medium-sized 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 develop new products 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 technological 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 licenses, subscribe for the 

use of  software and contract services from TOTVS, or 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 standards 

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 continue 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 

affŜŎǘ ¢h¢±{Ωǎ ōǳǎƛƴŜǎǎ ŀƴŘ ƻǇŜǊŀǘƛƻƴŀƭ ǊŜǎǳƭǘǎΦ ¢h¢±{ ŀƭǎƻ ǊŜƭƛŜǎ ƻƴ ǘƘŜ ŎƻƴǘƛƴǳŜŘ ǎŜǊǾƛŎŜ ƻŦ ǉǳŀƭƛŦƛŜŘ 

and key employees. There is substantial and continuous competition in the IT industry for highly skilled 

sales, technical and other personnel, as the Company competes 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 intellectual 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 opportunities presented 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 other companies. 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 and services or even 

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 prior 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 products, 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 financial 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 could harm TOTVS´ 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 resources 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 inadequate decisions due to inaccurate sales 

forecasts or other factors 

The revenue, and particularly the new software license revenue, is difficult to forecast. TOTVS uses a 

άǇƛǇŜƭƛƴŜέ ǎȅǎǘŜƳΣ ŀ ŎƻƳƳƻƴ ƛƴŘǳǎǘǊȅ ǇǊŀŎǘƛŎŜΣ ǘƻ ŦƻǊŜŎŀǎǘ ǎŀƭŜǎ ŀƴŘ ǘǊŜƴŘǎ ƛƴ ƛǘǎ business. It sales team 

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 may prove to be inaccurate during a particular quarter or over a longer period, in part 

ōŜŎŀǳǎŜ ǘƘŜ ǇƛǇŜƭƛƴŜ άŎƻƴǾŜǊǎƛƻƴ ǊŀǘŜέ όǘƘŜ ŎƻƴǾŜǊǎƛƻƴ ƻŦ ǇǊƻƧŜŎǘƛƻƴǎ ƛƴǘƻ ŜŦŦŜŎǘƛǾŜ ǎŀƭŜǎύ Ŏŀƴ ōŜ ŘƛŦŦƛŎǳƭǘ 

to estimate. A variation in the conversion rate of the pipeline itself 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 de-acceleration 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 period in the hope of obtaining more favorable business terms. 

Because a substantial portion of the contracts responsible for generating the software revenue contracts 

are completed in the end of the quarter, and its cost structure is largely fixed in the short term, 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 security 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 the Internet. 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 Internet 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 its systems or those of its customers or 

suppliers, which could disrupt the Company´s network or make it inaccessible to customers or suppliers. 

{ŜŎǳǊƛǘȅ ƳŜŀǎǳǊŜǎ Ƴŀȅ ōŜ ƛƴŀŘŜǉǳŀǘŜ ǘƻ ǇǊŜǾŜƴǘ ǎŜŎǳǊƛǘȅ ōǊŜŀŎƘŜǎΦ Lƴ ŀŘŘƛǘƛƻƴΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ 

Datacenter is located near the Campo de Marte  airport in São 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 and other resources 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 affect it 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 Company´s corporate 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 pay more 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 employees, clients and distributors could be impaired; 

(iv) the due diligence process may fail to identify technical problems, such as issues with the acquired 

ŎƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘ ǉǳŀƭƛǘȅ ƻǊ ǇǊƻŘǳŎǘ ǎǘǊǳŎǘǳǊŜΤ όǾύ ƛǘ Ƴŀȅ ŦŀŎŜ ŎƻƴǘƛƴƎŜƴŎƛŜǎ ǊŜƭŀǘŜŘ ǘƻ ǇǊƻŘǳŎǘ ƭiability, 

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 

ŘƛǾŜǊǘ ƛǘǎ ƳŀƴŀƎŜƳŜƴǘΩǎ ŀǘǘŜƴǘƛƻƴ ŦǊƻƳ existing operations; and (viii) it may be unable to obtain timely 

authorizations from governmental authorities under competition and antitrust laws. 

Additionally, the process of integrating the acquired operations may not result in expected benefits, which 

could adversely affect the Company's business. During this integration process, the Company may face 

several risks, including the following: 

¶ 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; 
 

¶ potential inability to coordinate and integrate sales efforts and development of software to effectively 
communicate the possibilities of selling combined products, so cross-sell products and successfully 
manage the combined sales of products as well as the integration of development activities carried out 
by acquired companies, failing to maximize the expected synergies. 
 
Moreover, there may be other unknown liabilities associated with the acquisition and integration of 

acquired companies by the Company. 

These factors could have 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 related to future 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 enough to fully satisfy the total amount that the Company may be 

summoned to honor. 

 

The Company may be subject to risk-based 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 made by the Company 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 development of its solutions in order to 

reduce their exposure 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 to be out 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 to our 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 price, which could have 

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

 

The Company may be subject to security-related risks in transactions involving our products or services. 

Fraud protection is of utmost importance to 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. Regarding our 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 authorities. 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 information transmitted 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 that can 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 defects that are difficult to be detected and corrected. The existence of 

defects 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 the market; (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 our products, but in any case, new defects can be identified after the products have been 

delivered. The correction of defects can be time-consuming, expensive and difficult. Errors and security 

breaches of our products could expose the Company to product liability and 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 hardware. 

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 into contractual commitments for the protection of our 

information, source code, object code, products and services. Measures taken to protect our intellectual 

and/or industrial property may be insufficient to prevent appropriation; causing the inappropriate use of 

our products or making us to protect our intellectual or industrial property through legal or administrative 

proceedings. The misuse of the software and/or hardware by users may also imply in fines for us, when it 

is provable that we contributed to their misuse. 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 product. Thus, the inappropriate 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 business, competitive position, 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. 

We use ǘƘƛǊŘ ǇŀǊǘȅ ŘƛǎǘǊƛōǳǘƛƻƴ ŎƘŀƴƴŜƭǎ ǳƴŘŜǊ ŜȄŎƭǳǎƛǾŜ ŎƻƴǘǊŀŎǘǎΣ ǘƘŀǘ ƻŦŦŜǊ ¢h¢±{Ω ōǳǎƛƴŜǎǎŜǎ ǎƻƭǳǘƛƻƴǎ 

in various regions of Brazil and that, when contracted by clients, are responsible for implementing the 

solutions. These franchises are qualified, trained and 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 costumer assistance 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 TOTVS to adjust 

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 

 
The Company 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 absence of a controlling shareholder or controlling group 

Currently, the Company does not have a controlling shareholder of group. However, it may be that 

alliances or agreements between shareholders are formed, which could have the same effect as having a 

control group. 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 managers. Moreover, 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 

provisions of 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 decision-making processes 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 shareholders may not enjoy 

the same protection given by the Brazilian corporation law against abuses by other shareholders, 

consequently we could have difficulty in obtaining reparations for damages caused. Any sudden or 

unexpected change in the management team, in the 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 market value of the securities issued by Brazilian companies is influenced by the perception of risk 

in Brazil and other emerging economies, which may have a negative effect on the market price of shares 

and may restrict the access to international capital markets 

Economic and market conditions in other emerging market countries, especially those in Latin America, 

may influence the market for securities issued by Brazilian companies. Although economic conditions in 

such countries may differ significantly from ecoƴƻƳƛŎ ŎƻƴŘƛǘƛƻƴǎ ƛƴ .ǊŀȊƛƭΣ ƛƴǾŜǎǘƻǊǎΩ ǊŜŀŎǘƛƻƴǎ ǘƻ 

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 markets with heightened 

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 cool the enthusiasm of investors for securities of Brazilian issuers, 

including TOTVS, which could adversely affect the market price of the Company shares. 

 

d) wƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ /ƻƳǇŀƴȅΩǎ ǎǳōǎƛŘƛŀǊƛŜǎ ŀƴŘ ŀŦŦƛƭƛŀǘŜǎ 
 

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

 

e) wƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ /ƻƳǇŀƴȅΩǎ ǎǳǇǇƭƛŜǊǎ 
 

Solutions especially from acquired companies depend on technology licensed from third parties to the 

Company, and the loss of these technologies could delay the launch of products 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 technology 

platform. However, there is no guarantee that the Company will be able to replace the current language 

and/or platform used by property/non-property language in a timely manner or at any time. Moreover, 

as TOTVS is using language and/or third party platform, 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. Changes in third party 

licenses used by the Company could lead to a significant increase in the cost of licensing, or could make 

that such software to become inoperable, or that its performance reduces in a relevant way, resulting in 

the need for the Company incurring additional research and development to ensure continuity of its 

software performance. 

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 contractual obligations by suppliers may adversely affect our 

production, sales and hardware revenues. Maintaining low levels of inventories is a feature of our market 

and thus we depend on these suppliers. In the event of delays or non-fulfillment of obligations, this 

dependence may adversely affect us. As a significant portion of our raw materials and/or components are 

imported, possible strikes 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 officials. Strikes may affect the delivery of certain 

products and raw materials and thus our production capacity, if our safety inventory is not enough. 

 

f) Risks related to clients 
 

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

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 misappropriate confidential 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 optimize 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 increasing portion 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 of operations. 

 

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: 

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

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

 

h) risks related 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 such as copyright, 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 may be 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 is also 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 to risks 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 adversely affect our business, financial condition, operational results and cash flows. 
These changes may result in higher taxation to be applied: (I) on the gross revenue of the Company; (ii) 
ƻƴ ǘƘŜ ǊƻȅŀƭǘƛŜǎ ǇŀƛŘ ǘƻ ¢h¢±{Ω ǇŀǊǘƴŜǊǎΣ ōƻǘƘ ƛƴ .ǊŀȊƛƭ ŀƴŘ ŀōǊƻŀŘΤ όƛƛƛ) on components used to assemble 
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 may adversely affect the Company's competitiveness vis-à-vis 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 

¢h¢±{ ƳƛƎƘǘ ŦŀŎŜ ŘƛŦŦƛŎǳƭǘƛŜǎ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ŜȄǇŀƴǎƛƻƴ ƻŦ ¢h¢±{Ω ǇǊƻŘǳŎǘǎ ƛƴ ƛƴǘŜǊƴŀǘƛƻƴŀƭ ƳŀǊƪŜǘǎ 

Currently, TOTVS has operations in other markets beyond Brazil, and its strategy further expansion in 

these markets. It might face the following difficulties, among 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; (iv) changes in 

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 difficulties, it might not be able to implement our strategy to continue expanding 

internationally. 

 

j. Risks related to environmental issues 

Lƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŜǾŀƭǳŀǘƛƻƴ, development, commercialization and implementation of software do not 

significantly affects environmental issues. 

Regarding the development and commercialization of hardware, the Company only makes the handling, 

storage and assembly of components that are produced by third parties. So, in our evaluation, these 

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 the Paraná Environmental Institute - IAP. 

 

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 main costs 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 approximately 43.0% of the total operational costs and 
expenses in the year of 2016, are 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 recurring maintenance revenues, which represented 
56.3% of 201сΩǎ total net revenues (which covered approximately 62.4% of operational costs and 
expenses), are also annually updated taking inflation rate as a reference, in general the IGPM index. 

 
Historically, the Company updates its price list of software license fees, subscription accesses, hourly rates 
of services and hardware based on inflation rates, however these are non-recurring 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 revenue lines are different from those used to adjust costs and 
expenses, the inflation may cause a relevant effect on the Company´s operations, as observed in 2015, 
when the inflation rate used to adjust recurring contracts was materially lower than the inflation index 
used to update costs and expenses, affecting negativelly the 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, loans and financing, and are recorded at cost plus income or charges incurred and 
which, on December 31, 2016 and 2015 approximated their market values.  
 
¢ƘŜ ƪŜȅ Ǌƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴǎ ŀǊŜ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ǾŀǊƛŀǘƛƻƴǎ ƛƴ ǘƘŜ ƭƻƴƎ-term interest 
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 interest rate (CDI) for 
financial investments. 
 
Investments at fair value through profit or loss relate to startups privately held and which do not have 
quoted 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 considering the reasonableness 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 investment ς GoodData - refers 
to the D Series preferred shares, which have preference in case of liquidation. 
 
In order to verify the sensitivity of indexes for the financial investments that the Company was exposed 
to on December 31, 2016, three different scenarios were defined. 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 I). From this, variations of 25% (scenario II) and 50% (scenario III) were 
calculated. 
  



TOTVS S.A. 
REFERENCE FORM 2017 

28 
V5 

 
 

CƻǊ ŜŀŎƘ ƻŦ ǘƘŜǎŜ ǎŎŜƴŀǊƛƻǎ ǘƘŜ άƎǊƻǎǎ ŦƛƴŀƴŎƛŀƭ ǊŜǾŜƴǳŜέ ǿŀǎ ŜǎǘƛƳŀǘŜŘΣ ǿƛǘƘƻǳǘ ƛƴŎƭǳŘƛƴƎ ǘŀȄŜǎ ƻƴ 
investment yields. The reference date for the portfolio was December 31, 2016, with a one-year projection 
to check the sensitivity of CDI to each scenario.  

 

 
* Balances as of December 31, 2016 

 
To check the sensitivity of the indexes to which the Company is exposed when estimating the debts as on 
December 31, 2016, three different scenarios were created. Based on TJLP and the IPCA rates in force on 
December 31, 2016, the most probable scenario (scenario I) was determined and, from this, variations of 
25% (scenario II) and 50% (scenario III) were calculated.  
 
For each scenario, the gross financial expense was calculated, not taking into account the tax and the 
maturity flow for each agreement scheduled for 2016. The reference date used for the financing and 
debentures was December 31, 2016, projecting the rates for one year and checking their sensitivity in 
each scenario. 

 

Operation Balances in 2016 Risk 
Probable 

Scenario (I) 
Scenario II Scenario III 

  Increase    

Financing Lines 
Hided ς BNDES 

R$458,947 TJLP (a) 7.50% 9.38% 11.25% 

Estimated Finance 
Expense 

  R$34.421 R$43,048 R$51,632 

  Increase    

Debentures (R$ 
Thousand) 

R$58,784 IPCA (b) 6.29% 7.86% 9.44% 

 TJLP (a) 7.50% 9.38% 11.25% 

 R$31,877 CDI (c) 12.88% 12.88% 19.32% 

Estimated Finance 

Expense 
  R$11,755 R$17,398 R$22,977 

 
(a) Long-term Interest Rate  
(bύ .ǊŀȊƛƭΩǎ 9ȄǘŜƴŘŜŘ /ƻƴǎǳƳŜǊ tǊƛŎŜ LƴŘŜȄ  
(c) Interbank Deposit Certificate 

 
Exchange rate 

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 Russian rubles. 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 exchange gains 

exceed exchange losses: 

 

Operation Balances in 2016 Risk 
Probable 

Scenario (I) 
Scenario II Scenario III 

Financial 

investments (R$ 

thousand) 
R$154,631 Reduction (CDI) 12.88% 9.66% 6.44% 

Financial Revenue   R$19,916 R$14,937 R$9,958 
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Consolidated net exchange exposure on December 31, 2016 

 

Company  
Accounts 
payable 

Accounts 
receivable 

Other 
assets 

Net 
exposure 

 Currency 

Bematech S.A.  (2,004) 115 - (1,889)   
Bematech International 
Corp. 

 
- - 14 14 

 USD 

Logic Controls Inc.  (1,575) 7,965 14,011 20,401  USD / CNY 
Bematech Ásia Co. Ltd  (14) 1,965 143 2,094  USD / TWD 
RJ Consultores México  - 7 685 692  Peso (MEX) 
CMNet Participações S.A.  (208) 1,007 932 1,731  EUR/ Peso (CHI and ARG) 
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 obligations linked 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 matters. Based on information from its legal 

advisors and analysis 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 Management of the 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. 

The Company reviews its estimates and assumptions continuously. 

 

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

 

 

 

 

 

 

 

 

 

 

Tax and 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 31, 2016, the provision recorded for these claims is R$13,879 

thousand (R$12,965 thousand in 2015). 

 

(R$ Thousand) Provision 
for Contingencies 

 Parent Company Consolidate Company 

 2016  2015 2016                      2015 

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 



TOTVS S.A. 
REFERENCE FORM 2017 

30 
V5 

 
There is one tax case individually considered relevant by the Company: 

¶ Case: 2006.70.00.032676-1 
a. Court: Regional Court of the 4th Region 
b. Court Level: Second Court 

c. Date filed: 12/18/2006 

d. Parties to the case:  

Plaintiff: Bematech S.A. 

Defendant: Delegate of the Federal Revenue Service of Curitiba 

e. Amounts, assets or rights involved (R$ thousand): R$8,203 (restated as of Dec/31/2016). 

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 amount of R$8,203. 

g. Chance of loss: Probable 

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

i. Amount provisioned (R$ thousand): R$8,203. 

 

Civil 

The Company is a defendant in actions for damages filed by clients for 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 December 31, 2016, 

the provision for these claims amounts to R$29,530 thousand (R$32,076 thousand in 2015). 

Below the civil proceedings that the Company deems relevant individually (in thousands): 

¶ Case: 0046742-37.2008.8-08.0024/001223081.2015.8.08.0024 

a. Court: 11th Civil Court of Vitória - ES 

b. Court Level: 1rst Court 

c. Date filed: 07/22/2009 

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

e. Amounts, assets or rights involved (R$ thousand): R$6,778 (restated as of Dec/31/2016) 

f. Main facts: Action of indemnification for material damages. Process in impugnation stage of 

compliance with judgment. 

g. Chance of loss: Probable 

h. Impact in case of loss of suit: In 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$ thousand): R$6,778 (restated as of Dec/31/2016) 

 

¶ Case: 0001345-91.2001.8.16.0083 
a. Court: tŀǊŀƴŀΩs Justice Court  

b. Court Level: 3nd 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$ thousand): R$6,336 (restated as of Dec/31/2016) 

f. Main facts: Indemnification for moral and material damages. Pending judgment of the special 

appeal filed. 

g. Chance of loss: Probable 

h. Impact in case of loss of suit: In 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$ thousand): R$6,336 (restated as of Dec/31/2016) 

 

Labor 

The Company recorded a provision related to lawsuits filed by former employees and third-party 

companies, where alleged recognition of employment, commissions on sales and services, severance pay, 

overtime and wage parity. The amount provisioned is R$58,816 thousand on December 31, 2016 (R$ 

45,466 thousand in 2015). 

There is no labor claims that the Company deems relevant individually. 

Other processes in progress (loss classification: "possible") 

Additionally, the Company and its subsidiaries are involved in other actions, with the risk of losses, 

according to legal counsels and the Company´s management, considered as possible, for which no 

provision has been set up, as follows: 

 

 

 

 

 

 

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 processes that the Company deems relevant: 
 
 
Tax and Social Security 
The tax and social security lawsuits classified as possible loss refer, mainly, to actions that discuss IRRF 
launches, ICMS, IRPJ and CSLL debits on the credits Presumed of ICMS resulting from a government 
subsidy.  
At December 31, 2016, the amount discussed in these lawsuits, classified as a possible loss, amounts to 
Amount of R$163,310 thousand (R$ 97,861 thousand in 2015). 

 

¶ Case: 19515.000597/2006-14 
a. Court: Federal Revenue Service 

 

Nature  R$ Thousand)  

 Parent Company Consolidate Company 

 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 
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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;  

Defendant: TOTVS S.A 

e. Amounts, assets or rights involved (R$ thousand): R$10,580 (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 nowadays is awaiting the judgment 

of the voluntary appeal. 

g. Chance of loss: Possible 

h. Impact in case of loss of suit: In the event of the total loss of the suit, the Company must disburse 

the amount. 

i. Amount provisioned (R$ thousand): None 

 

¶ Case: 148330020332 
a. Court: State Revenue Service of Santa Catarina 

b. Court Level: 2nd Administrative Instance 

c. Date filed: 03/01/2013 

d. Parties to the case:  

Plaintiff: State Revenue Service;  

Defendant: TOTVS S.A. 

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

f. Main facts: Infraction notice against TOTVS as co-responsible for caring ICMS debts on outputs 

not taxed by the taxpayer. Responsibility stems from being the manufacturer's output control 

software on the taxpayer. Pending 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 suit: In the event of the total loss, the Company must disburse the 

amount. 

i. Amount provisioned (R$ thousand): None 

 

¶ Case: 10980.729.381/2012-11 
a. Court: Administrative - CARF 

b. Court Level: 2nd 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 involved (R$ thousand):  R$28,224 (updated until 12/31/2016) 

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

loss to possible referring to an infraction notice drawn up by the Federal Revenue requiring IRPJ 

(Income Tax) and CSLL (Social Contribution) on presumed ICMS credits arising from a governmental 
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subsidy granted by the State of Paraná for the years of 2007 to 2009 of the subsidiary Bematech. 

This change in the opinion of our legal advisors is due to the existence of jurisprudential dissent. 

g. Chance of loss: Possible 

h. Impact in case of loss of suit: In the event of the total loss, the Company must disburse the 

amount. 

i. Amount provisioned (R$ thousand): None 

 

Civil 

The civil lawsuits classified as possible losses mainly relate to actions filed by customers alleging certain 

problems in the provision of services to customers, application default increment, grace period to 

canceled contracts and mischarges. The value of these shares amounted to R$276,985 thousand on 

December 31, 2016 (R$248,788 thousand on December 31, 2015). 

¶ Case: 0001309-10.2009.8.26.0659 
a. Court: 1st Civil Court of Vinhedo - SP 

b. Court Level: 1st 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 Representações Ltda., Terena Comercio E 

Assistencia Tecnica Ltda.; 

Defendant: TOTVS S.A. 

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

Probable (R$358); 
Possible (R$64,233); 
Remote (R$59,948) 

h. Impact in case of loss of suit: In 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$ thousand): R$358 

 

¶ Case: 0000361-57.2013.8.26.0100 
a. Court: 6th Civil Court - Civil Central Court 

b. Court Level: 2nd Administrative Instance 

c. Date filed: 03/11/2013 

d. Parties to the case:  

Plaintiff: Universal Automotive Systems S/A.   

Defendant: TOTVS S.A. 

e. Amounts, assets or rights involved (R$ thousand): R$63,301 (restated as of Dec/31/2016) 

f. Main facts: Process of indemnity for moral and material damages. Process in preparation of 

expert report stage. Awaiting the presentation of closing arguments. 

g. Chance of loss: Possible 
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h. Impact in case of loss of suit: In 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$ thousand): None 

 

 

¶ Case: 0025004-55.2008.8.11.0041 
a. Court: 10th Civil Court of Cuibá 

b. Court Level: 1st Instance 

c. Date filed: 10/03/2008 

d. Parties to the case:  

Plaintiff: Tecnopoint Informática Ltda., Sabianti Consultoria Empresarial LTDA., Valdir Pereira de 

Souza Júnior E André Giovani Silva Maciel. 

Defendant: TOTVS S/A 

e. Amounts, assets or rights involved (R$ thousand): R$11,370 (restated as of Dec/31/2016) 

f. Main facts: Indemnity action for moral and material damages caused by commercial problems 

with ex-franchisees. Action in the stage of instruction and defense duly presented by the Company. 

g. Chance of loss: Possible 

h. Impact in case of loss of suit: In the event of the total loss of the suit, the Company must disburse 

the amount involved, to be ascertained upon liquidation of the award. 

i. Amount provisioned (R$ thousand): None 

 

 

¶ Case: 0031798-14.2016.8.26.0100 
a. Court: 38th Civil Court - Central Civil Forum 

b. Court Level: 1st Instance 

c. Date filed: 08/10/2016 

d. Parties to the case:  

Plaintiff: Reginaves Indústria e Comércio de Aves Ltda. 

Defendant: TOTVS S/A 

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

f. Main facts: Civil action filed by a customer alleging alleged problems related to the product being 

implemented, which would have caused damages. Action at the stage of specification of evidence 

and defense duly presented by the Company. 

g. Chance of loss: Possible 

h. Impact in case of loss of suit: In the event of the total loss of the suit, the Company must disburse 

the amount involved, to be ascertained upon liquidation of the award. 

i. Amount provisioned (R$ thousand): None 

 

 

Labor 

Labor lawsuits classified as possible losses refer to lawsuits filed by former employees of the Company 

requiring labor claims, as well as from service providers pleading for recognition of employment and other 
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labor claimsThe value of these shares was R$143,842 thousand on December 31, 2016 (R$76.717 

thousand on 2015). 

¶ Case: 0011024-21.2016.5.03.0013 
a. Court: 13th Labor Court of Belo Horizonte 

b. Court Level: 1st Instance 

c. Date filed: 07/04/2016 

d. Parties to the case:  

Plaintiff: Sindicato dos Empregados em Empresas de Processamento de Dados, Serviços de 

Informatica e Similares do Estado de Minas Gerais ς SINDADOS-MG 

Defendant: TOTVS S/A 

e. Amounts, assets or rights involved (R$ thousand): 16,386 (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 loss: Possible 

h. Impact in case of loss of suit: In 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$ thousand): None 

 

 

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

¶  Case: 0001278-13.2012.5.01.0018 
a. Court: 1st Labor Court of São Paulo 

b. Court Level: 2nd Instance 

c. Date filed: 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$ thousand): R$9,785 (restated as of Dec/31/2016) 

f. Main facts: Recognition of bond in the statutory period, with payment rights arising from the 

employment relationship. Process awaiting judgment. 

g. Chance of loss:  

Possible (R$ 893) 
Remote (R$ 8,892) 

h. Impact in case of loss of suit: In 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$ thousand): None 

 

¶ Case: 1001076-39.2016.5.02.0054 
a. Court: 54th Labor Court of São Paulo 

b. Court Level: 1st 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$ thousand): None 

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 loss: None 

h. Impact in case of loss of suit: In 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$ thousand): None 

 

¶ Case: 0070700-54.2000.5.02.0055 
a. Court: Regional Labor Court of São Paulo 

b. Court Level: 2nd  

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$ thousand): R$3,306 (restated as of Dec/31/2016) 

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 the remaining balance. Awaiting 

judgment of the appeal for the rejection of the existence of the remaining balance. 

g. Chance of loss: Probable (R$3,306) 

h. Impact in case of loss of suit: In 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$ thousand): R$3,306 (restated as of Dec/31/2016) 

 

4.5. Relevant confidential proceedings 

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

 

4.6. Repetitive or related non-confidential legal, administrative or arbitration proceeding 
taken jointly 

The Company does not have repetitive or related non-confidential judicial, administrative or arbitral 

proceeding taken jointly. 

 

4.7. Other relevant contingencies 

There are no other relevant contingencies to the best knowledge of the Company that have not been 

covered in the prior items of this form. 
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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 the Company has no securities outside the country of origin.   
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5. RISK MANAGEMENT POLICY AND INTERNAL CONTROLS  

5.1. Risk 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 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 strategic, operational, financial and market risks. 
 
This policy was reviewed and approved by the Administrative and Financial Vice-Presidency and by the 
Board of Directors and Management of Internal Controls, Risks and Compliance on 04/06/2016, and its 
review is annual or may occur promptly if specific changes are identified. 
 

According to the Policy of Preparation and Publication of Standards, the Risk Management Policy shall be 

submitted for review and approval by the Board of Directors in 2017. 

 
 

b. The objectives and 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 risks to the decision making process, in accordance 
with the market best practices and seeking to prevent the occurrence of risks or minimizing their potential 
impacts. The policy also aims to: 
 
- Promote risk management culture at all seniority levels and respective departments; 
- 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 main risks 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 

Treadway Commission - Enterprise 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 Company is exposed are: 

Strategic Risks (Business): 

It is associated with the senior management decisions and can generate substantial losses in the 

value of the Company. This type of risk may materialize due to Company´s poor management, 

resulting in significant impacts 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. It can be seen in various ways, including 

fraudulent acts, business interruption, misconduct of employees, failure contracts, failures in the 

application of laws and other regulations, resulting in financial losses, regulatory fines, legal and 

reputational impacts. 

Financial Risks: 

It is associated with Company's exposure to financial operations, which may materialize as a result 

of cash flows not managed effectively to maximize operating cash flow, financial transactions results, 

funding/investments of cash, possibility of reporting financial, managerial and tax reports that are 

incomplete, nonéxact or not appropriate exposing the Company to fines and penalties. 

ii. Instruments used for protection: 
 
The instruments used for protection are: 

Strategic Risks (Business): 

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 

implementation in order to minimize the impacts. 

Operational and Financial Risks: 

They are monitored by mapping processes considered relevant and which are defined by the Internal 

Controls, Risk and Compliance Officer and Manager, where are identified and defined controls aiming 

to mitigate the existing risks. 

iii. Organizational structure of risk management: 
The Board of Directors should define the strategic objectives of the Company that guides 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 evolution of the residual risk after 

the implementation of the action plans defined by the Company. 

The Internal Controls, Risk and Compliance Office is responsible for monitoring and process mapping, 

identification of controls and risk management, reporting to the CFO. 

The Internal Audit Team is responsible for auditing the risk management processes and internal 

controls. 

The Independent External Audit has the objective of evaluating the environment 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 adopted: 
Even having a structure 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 policy. That revaluation includes a review of the policy by the 

corporate governance bodies of the Company, the review of the structure of the departments directly 

involved in the risk management and the unification of practices used by these departments. 

In addition, the Company maintains a Code of Ethics and Conduct - CODEC, that guides its participants 

regarding behavior patterns aligned with values guides its participants regarding behavior patterns 

aligned with values  used by these nt risk management structure is in revaluation process to achieve 

greater effectiveness of risk manaing of the Company. The training on the Code of Ethics and Conduct 

are conducted annually, and in the previous fiscal year 6,177 participants were trained and approved 

through E-learning. For about 11 participants, who do not have internet access, the trainings carried out 

personally. 

As for compliance with the CODEC, a complaints channel is kept open to all internal and external 

participants to report ethical or behavioral deviations, 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 evidence in serious unethical acts; warning and suspension 

application to professionals with proven evidence of low and medium severity unethical acts; application 

of online training (e-learning) on the CODEC; improvement of the follow-up process of the 

complementary channels of client 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 approval, and, if not, the reasons for which the 
issuer has not adopted a policy 
 
As mentioned in item 5.1, the Company has a Risk Management Policy in order to support the process 

of identification, evaluation, treatment, monitoring and communication of strategic, operational, 

financial and market risks. 

This policy was reviewed and approved by the CFO and by the Internal Control, Risk and Compliance 
Officer on 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 long-term interest rates, government policies to the sector, inflation rate 
and exchange policy, as discussed in item 4.2.  
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ii. equity protection strategy (hedge)  
 
Historically, the risks presented previously (item 5.1-b-i) have their effect attenuated because the 
Company has a disseminated clients base, both in terms of income, as in terms 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 maintenance and subscription contracts and the periodic adjustments 
in the prices of new licensing fees and the hourly rates of sales service projects. However, as 
mentioned in item 4.2, this natural protection strategy does not address the residual risk of 
mismatch between costs and expenses inflation and the inflation rates applied to maintenance and 
subscription contracts. Based on previous periods, the Company believes these inflation indicators 
tend to converge in the medium/long term. 
 
Interest Rate - The Company tries to monitor the net indebtedness through the comparison of the 
operational cash generation and the total debt, as showed in item 3.7 of this form. 
 
Exchange rate - At this stage of maturity of its international operations, the Company seeks to scale 

cost structures and expenses taking into account their respective revenues. 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 Company seeks to anticipate payments to suppliers to 

determine the exchange rate and reduce short-term fluctuations in its cost structure. 

iii. instruments used for equity protection (hedge) 
The Company does not use, at the moment, any active hedge instrument, in addition to the 
"natural" hedges mentioned in the previous item ("ii") that consist of: revenues adjustment based 
on inflation indexes (protection against inflation); net indebtedness monitoring (protection against 
interest rate) and cash flow of the parent and consolidated operations; and international operations 
with revenues and costs especially incurred in the same currencies (protection against exchange 
rates). 
 

iv. parameters used to manage these risks  
The main parameters are the representativeness of the maintenance and subscription revenues of 
total revenues, the recurring revenues, the client satisfaction level, the monitoring of the net debt 
level (item 3.7), debt maturity schedule (item 3.8) and the net equity denominated in foreign 
currency regarding the total net equity of the Company. 
 

v.  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. 
 

vi. organizational structure for risks control and management  
The Board of Directors, advised by the Audit Committee, as shown in item 12.1, monitors the quality 
and effectiveness of the risk management system, conducted by the Internal Control, Risks and 
Compliance Office, which reports to the CFO. 

 
 

c. 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 Company's business 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 Company, the 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 has an Internal Controls, Risk and Compliance Office, whose purpose is to lead and establish 

guidelines for the works related to internal controls and ensure the functioning of the identified controls, 

seeking to mitigate risks according to the complexity of the TOTVS business and ensure the best 

governance and market practices, in compliance with laws and regulations. 

Still, the process defined by the Company's management aims to provide reasonable confidence for 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 Commission) and in line with the rules established by the Brazilian Securities and Exchange 

Commission (CVM) and other regulatory and accounting standards. 

Definition of scope and performance: 

The programming of the Internal Controls department is 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, interviews are conducted with the responsibles 

of each of the Company's departments, and at the moment of understanding the processes, the financial, 

operational and compliance risks and related controls associated with these risks are identified. 

If there are no controls or unsatisfactory controls to mitigate the existing risks, the deficiencies in the 

process are identified and reported to the Audit Committee and responsibles areas. 

Additionally, the following aspects to define the scope of work are taken into consideration: 

- Business knowledge; 

- Composition and nature of the financial accounts; 

- The possibility of losses resulting from errors and fraud; 

- Complexity in the transactions of the financial accounts; 
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It is the responsibility of the Audit Committee of the Company to periodically monitor the identified gaps 

and the action plans 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 implementation of efficient business practices, effective and appropriate internal controls 
to mitigate the existing risks; 

- Define appropriate structure for management activities of the Internal Control Systems; 

- Responsible for monitoring the implementation of the Company's business policies. 

 

Audit Committee: 

The Audit Committee, reporting to the Board of Directors, shall: 

- Monitor and evaluate the effectiveness of the work of the Internal Controls, Risks and Compliance area; 

- Monitor the action plans for identified weaknesses in processes; 

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

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

 

Internal Controls, Risks and Compliance Office 

It is up to Internal Controls, Risks and Compliance Office, reporting to the CFO, to:  

- Establish, maintain, promote and evaluate the practices of internal controls; 

- Approve the scope of internal control activities; 

- Report to the owners of processes the deficiencies identified; 

- 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 and ethical 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 control 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, it is the 

responsibility of the Internal Controls, Risks and Compliance Management to report referring the 

weaknesses identified to the main responsibles for the processes so that they are aware and can define 

action plans. It is the responsibility of the Managers of the areas in which the deficiencies 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 auditor, 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 deficiencies, Other 

deficiencies or Observations related to business and operational areas) are reported by the Internal 

Controls, Risks and Compliance deparment  to the areas and their officees that were 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 follow-up process of the action plans aiming to confirm 

the implementation of the action plan 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 identified 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 Executive Officers. 

 

5.4. Significant changes  

Management understands that there has been significant change in 2016. In addition, the Company's 

current Risk Management structure is undergoing a re-evaluation process, aiming at a more efficient 
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integrated risk management, allowing 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 did not identify other relevant information related to items of Risk Management and 

Internal Controls. 

 

6. COMPANY HISTORY 

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

LǎǎǳŜǊΩǎ Ŏƻƴǎǘƛǘǳǘƛƻƴ ŘŀǘŜ 12/13/1983 

LǎǎǳŜǊΩǎ Ŏƻƴǎǘƛǘǳǘƛƻƴ ŦƻǊƳ  Public Company   

Constitution country  Brazil 

Duration  Undetermined  

CVM Registration date 03/07/2006 

 

 

6.3. Brief history we 

TOTVS had its origin from a services bureau, created in 1969 by Mr. Ernesto Mário Haberkorn, called SIGA 

- Sistemas Integrados de Gerência Automática 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. In 1983, 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 Cosentino, the current CEO of TOTVS. The Company had the purpose 

of elaborating software for these personal computers and, later, started to act in the integrated corporate 

management software market, accessible to medium and small size companies. 

CǊƻƳ ǘƘŜ флΩǎΣ ǎŜǾŜǊŀƭ ǎǘǊŀǘŜƎƛŎ ŘŜŎƛǎƛƻƴǎ ǿŜǊŜ ǘŀƪŜƴ ǘƻ ǎǘǊǳŎǘǳǊŜ ¢h¢±{ ǘƻ ǘƘŜ ǎǳǎǘŀƛƴŜŘ ƎǊowth, with 

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: opening 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: opening of the first unit abroad, Microsiga Argentina;  

1999: launching of the ADVPL (Advanced Protheus Language) language developed by the Company 

throughout the seven previous years and the entrance of a foreign partner, Advent International 

/ƻǊǇƻǊŀǘƛƻƴΣ ǿƘƛŎƘ ǎǘŀǊǘŜŘ ǘƻ ƘƻƭŘ нр҈ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŎŀǇƛǘŀƭΤ 
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2002: Company's business purpose changed to "specialized retailing of computer equipment and supplies, 

retail sales of apparel and accessories, other activities related to providing information services not 

specified beforeέ, according to the Extraordinary General Shareholders´ Meeting of 08/28/2002. 

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

2005: ŀŎǉǳƛǎƛǘƛƻƴ ƻŦ [ƻƎƻŎŜƴǘŜǊΤ ǊŜǇǳǊŎƘŀǎŜ ƻŦ ǘƘŜ !ŘǾŜƴǘΩǎ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΤ ŀŘƳƛǎǎƛƻƴ ƻŦ 
BNDESPAR as partner of the Company; and constitution of TOTVS-BMI, in the Extended Business Model;    
 
2006: IPO at the São Paulo Stock Exchange (BM&FBOVESPA), in the Novo Mercado (highest level of 

Corporate Governance); and acquisition of RM Sistemas S.A.; 

2008: amendment to the Company's business purpose, according to the Extraordinary Shareholders´ 

Meeting of 04/30/2008, for άthe provision of consultancy services, advisory and development of 

computer systems (software), the operation of computerized systems use rights, own or third parties, the 

provision of data processing services, training and the purchase and sale of computers, accessories, 

peripherals and supplies, being allowed to import goods and services related to its main activity, retailing 

of wearing apparel and the like and their complements, research and technological innovation activities, 

technical support activity in information technology including installation, configuration and maintenance 

of computer and database programs, provision of management consulting service, data processing 

activities, hosting, portals, providers and information services on the Internet, as well as participate in 

other companies as a partner or shareholderέ; merger of Datasul SA ("Datasul"); 1st position of the 

Brazilian ERP market and 9th in the world ranking of ERP providers, released 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 RM distribution channels in TOTVS Franchises, 

channels to sell and implement the full TOTVS solutions portfolio.  

2009: ŀƳŜƴŘƳŜƴǘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻǊǇƻǊŀǘŜ ǇǳǊpose to include the activity of "franchising concession", 

according to the Extraordinary Shareholders´ Meeting of 16/04/2009; ŎǊŜŀǘƛƻƴ ƻŦ άCǳƭƭ ¢h¢±{έ ŦǊŀƴŎƘƛǎŜǎ 

involving the TOTVS and Datasul franchises; and creation of segmented software offers, both by size of 

client (series T, 3 and 1), and by activity sector, combining components of horizontal and vertical solutions 

of the companies incorporated by TOTVS; 

2011: amendment to the /ƻƳǇŀƴȅΩǎ corporate purpose to include the activity of "software and hardware 

ǊŜƴǘŀƭέ, according to the Extraordinary Shareholders´ Meeting of 03/21/2011. 

2012: Participation of the Company in the άBrasil Maior Planέ, which led to the reduction of the tax rate 

for calculation of the social security contribution (INSS) from 20% of the payroll to 2.5%, between April 

and August 2012, and 2.0% of gross revenue, excluding cancellations and discounts, since August 2012. 

The Brasil Maior Plan was established by law 12,546 (resulting from the Provisional Measure 540/11 of 

the National Congress), which aims to relief the payroll tax in several different Brazilian industries, and 

information technology is among them.  

2013: increased investments in the specialization of solutions for each type of market industry, both 

organic, with investments in research and development and restructuring of sales teams, as through 

mergers and acquisitions, with acquisition of PC Sistemas, PRX, RMS and Seventeen; investments in new 

technology, such as the acquisition of minority interest in GoodData and uMov.me; and launch of an 

agnostic cloud platform for process, identity and content management named fluig; amendment to the 

Company's business purpose to indicate the preponderance of the business purposes activities and to 
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specify that the provision of consultancy in management services, under the Company's business purpose, 

is classified as business management, according to the Extraordinary Shareholders´ Meeting of 

03/01/2013. 

2014:  maintenance of investments in specialization of solutions by industry 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 Company in its commercial models, aimed at the expansion of subscription 

sales as Software as Service (SaaS), and the consequent increase in the level of recurrence of the 

Company's net revenue; and the commercial partnership agreement with REDECARD S.A. ("Rede"), 

whereby the Company and Rede will offer micro and small entrepreneurs the product "Fly01 by TOTVS" 

with the payment means of Rede, a complete management solution that will integrate the e-commerce 

transactions to physical stores. 

2015: Launch of the new subscription model of "TOTVS Intera" in June 2015 for small, medium and large 

ŎƻƳǇŀƴƛŜǎ ōȅ ǿƘƛŎƘ ŎƭƛŜƴǘǎ ŘŜŦƛƴŜ ŀƴŘ ƳŀƴŀƎŜ ǘƘŜ ƴǳƳōŜǊ ƻŦ ΨL5ǎΩ όƛŘŜƴǘƛǘƛŜǎύ ǘƘŜȅ ǿƛƭƭ ŜƴŀōƭŜ ǘƻ ƘŀǾŜ 

unrestricted and simultaneous access to all the management, productivity and collaboration 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 specialization of solutions by type of industry, both 

organic, with investments in research and development, and through mergers and acquisitions, with the 

corporate reorganization between TOTVS and Bematech in order to create the business solution provider 

for Retail with the widest national coverage and the most complete portfolio of solutions and innovations 

for the sector. 

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 platform, 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. 

It is also important to highlight that, on August 19, 2015, the Brazilian Senate approved 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 December 1st, 2015, the contribution 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 in TOTVS 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 combines the management software Fly01 

ƻŦ ¢h¢±{ ǿƛǘƘ .ŜƳŀǘŜŎƘΩǎ ƘŀǊŘǿŀǊŜ ǎƻƭǳǘƛƻƴǎΣ ŀƴŘ Cƭȅ лм {ǘŀǊǘΣ ŀƴ ŀƎƴƻǎǘƛŎ ŀǇǇƭƛŎŀǘƛƻƴ ǘƘŀǘ ŦǳƴŎǘƛƻƴǎ ŀǎ 

a point-of-sale integrated with the new generation of payment terminals, and is already integrated with 

Lio Smart POS, provided 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 

hǳǘǎƻǊŎƛƴƎ [¢5! όά¢h¢±{ whέύΣ ŎƻƳǇŀƴȅ ŦƻŎǳǎŜŘ ƻƴ ǇǊƻǾƛŘƛƴƎ IǳƳŀƴ wŜǎƻǳǊŎŜǎ .th ό.ǳǎƛƴŜǎǎ tǊƻŎŜǎǎ 

Outsorcing) services, 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 market a management system with a 

combination of reliability, secutity, data integrity, continuity, high performance and scalability, features 

ŀƭǊŜŀŘȅ ǇǊŜǎŜƴǘŜŘ ƛƴ ¢h¢±{Ω ǎƻƭǳǘƛƻƴǎΦ   

 

6.5. Information about the bankruptcy request based on a relevant amount or judicial or 
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 its controlled 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, provide data processing and training services, buy and sell computers, their 

accessories, peripherals and supplies ς it may import products and services concerning its main activity ς 

grant franchising, retail clothing and accessories, engage in activities of technological 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, information providers and services on the Internet, and outsourcing, as well as 

participate in other corporations as partner, stockholder or quota holder. 

In short, the Company provides the market with integrated corporate management software solutions, 

with value-added technology and services, such as follows: consulting, infrastructure (hardware, 

operating systems, databases, and data centers), and enterprise instruction.  

TOTVS has over 7,600 direct employees and operates in 41 countries, with own branches in Brazil, 

Argentina, Colombia, Mexico, Taiwan, China Portugal and USA. 

 

7.2. Information on operating segments 

a) Traded products and services: 

TOTVS 

Software Solutions 

TOTVS believes technology worths more 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: 

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

¶ Essentiality: specific offerings focused on the core business of each segment, with complete 
adherence; 
 

¶ Agile ERP: ǘƘŜ ƭŀȅŜǊ ƛƴ ǿƘƛŎƘ ǘƘŜ /ƭƛŜƴǘΩǎ ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ ǇǊƻŎŜǎǎŜǎ ŀǊŜ ƘŀƴŘƭŜŘ Ƴǳǎǘ ōŜ 
increasingly light and flexible for an agile and efficient operation. 

 

The Integrated 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 development, 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 solutions with the appropriate 

level of complexity and robustness, taking into account the needs of micro, small, medium and large 

companies. 

¢h¢±{Ω ǇƻǊǘŦƻƭƛƻ ƛǎ ƻǊƎŀƴƛȊŜŘ ƛƴǘƻ ǎƻƭǳǘƛƻƴǎ ŦƻǊ aƛŎǊƻŜƴǘŜǊǇǊƛǎŜǎ ŀƴŘ ǎƻƭǳǘƛƻƴǎ ŦƻǊ ŦƛǾŜ ƳŀŎǊƻǎŜƎƳŜƴǘǎΥ 

Supply Chain, Consumer, Services, Healthcare and Financial Services.  

MICROENTERPRISES 
  
With its line of customized solutions for microenterprises, TOTVS responds to the challenges of managing 

a business efficiently and at a low cost. These solutions are tailor-made for clients that seek cutting-edge 

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, microindustries, distributors, service providers and law firms. 

Fly01 Management - It is TOTVS 'complete solution for the micro and small entrepreneur that guarantees 

an intuitive management experience, helping the microentrepreneur with financial management, 

purchasing, inventory and billing, as well as providing access mobility, at any time and place. 

Manufacturing ς The FLY01 Manufacturing is Totvs' complete management system for micro and small 
Industries. It is the ideal software for the microentrepreneur who wants to control their financial 
management together with their productive process.  
 
Distribution - Fly01 Distribution is a complete management system by TOTVS for 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 ς TOTVS offering for companies that have an ECF (Emissor de Cupom Fiscal - tax receipt issuer), 
which integrates the main areas of the company, speeding up flow of information and enabling quick 
access to the data for management.  
 
Fly 01 Health ς 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 relationship 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 face-to-face support. 
 
Legal ς Solution 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 Center framework. 
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Fly 01 Beauty and Aesthetics - TOTVS solution for salons, spas and beauty clinics, with zero spending on 
technology and infrastructure as it is 100% cloud-based. This allows clients and employees to access 
information, such as schedules and service and product consumption, from anywhere. The system also 
provides simple management information on billing and employee productivity.  
 
Supermarkets ς TOTVS solution for small supermarkets, which performs financial, commercial, operations 
and tax management, covering the entire sales process, from pre-sales to checkout.   
 
Bemacash Retail Trade and Food Truck ς is everything the small retailer needs to make their sales. It is 
unique in the market as it is composed of an integrated front box system with a Cloud Management 
System and all the necessary equipment for the day by 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 months. 
In addition, it makes it possible to comply with tax legislation (NFC-e and SAT) and has a wide network of 
specialized resellers to support and implement the product in person. 
 
Bemacash Fashion - 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 integrated with a Cloud Management System 
and all the necessary equipment for the day by day: tablet, receipt printer, 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 (NFC-e and SAT) and has a wide network of 
specialized resellers to support and implement the product in person. 
 
Bemacash Bar and Restaurant - is the complete hardware and software solution for the Bars and Small 
Restaurants segment. It is unique in the market because it consists of an integrated front box system with 
a Cloud Management System, table management and all the equipment needed for the day 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 months. In addition, it makes it possible to comply with tax legislation (NFC-e and 
SAT) and has a wide network of specialized resellers to support and implement the product in person. 
  

SUPPLY CHAIN (Agribusiness, Manufacturing, Logistics) 

Agribusiness ςTOTVS has 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 and resources: Efficient management of purchases and inventory of 

inputs and maintenance items, and appropriate management of agricultural activities, with 

ƻǇǘƛƳǳƳ ǳǘƛƭƛȊŀǘƛƻƴ ƻŦ ȅƻǳǊ ŎƻƳǇŀƴȅΩǎ ǊŜǎƻǳǊŎŜǎ ǎǳŎƘ ŀǎ ŜǉǳƛǇƳŜƴǘΣ ǇŜƻǇƭŜ ŀƴŘ ƛƴǇǳǘǎΦ 

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 Management: Survey and monitoring of levels of infestation of pests, diseases and 

weeds. 

Economic and financial management: Management 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 real-time access 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 Processing: Processing involves turning a primary product into an industrialized 

product with a higher value. The producer must ensure optimum storage, which is an essential 

ǎǘŀƎŜ ƛƴ ǘƘŜ ŎƻƳƳƻŘƛǘȅΩǎ Ŧƭƻǿ ǘƻ ƛƴŘǳǎǘǊȅΣ ǘƘŀǘ ƛǎΣ ŘǊȅƛƴƎΣ ǇǊƻŎŜǎǎƛƴƎ ŀƴŘ ǎǘƻrage.  

Core solutions:  

TOTVS PIMS Multicrop Rural Production:  Solution 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, managing 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 the entire production management, constituting a rapid and safe connection. 

TOTVS PIMS Sugarcane: The PIMS Sugarcane solution from TOTVS helps analyze productivity of 

existing areas for planting, calculate which areas and the average radius are appropriate for planting 

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 their resources, 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 entire production management, resulting in a rapid and secure connection. 

 

TOTVS PIMS Asset Maintenance: With the TOTVS PIMS Asset Maintenance solution, it is possible 

to plan and manage the maintenance of agricultural and industrial equipment. Measure lubricant, 

fuel consumption levels, and manage maintenance resources.  

TOTVS PIMS Industrial Process: With TOTVS PIMS Industrial Process solution, it is possible to plan 

and manage each stage of the ethanol and sugar production process. From raw material reception, 

broth extraction, process analysis, laboratory management and control of the resources used in 

industrialization. 

TOTVS Agro Mobile: From soil preparation to harvest, field technicians use the TOTVS Agro Mobile 

solution to input field data regarding pests and diseases and send it to the agricultural system. 

TOTVS Grain Origination:  Grain 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 Processing: After rural production, the cotton harvested is processed before 

reaching textile industries. To manage the entire processing, TOTVS has the Cotton Processing Unit 

(UBA - Unidade de Beneficiamento de Algodão) module.  This is a native tool in BackOffice Protheus.  

TOTVS Seed Processing:  For producers of commercial seeds of grains and cereals, maintaining 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 a native tool in BackOffice Protheus.  

TOTVS Agricultural Producer Portal: In 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 regarding his negotiations with the agroindustry. 

Manufacturing ς It is one 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 eight sub-segments: 
Extraction and Processing; Pulp and Paper; Chemicals and Recycling; Metallurgy and 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 ς Flexibility and speed on a lower scale, with greater differentiation, efficiency 
and productivity, as well as application of Lean Manufacturing concepts, such as continuous 
improvement, increase in productivity and cost reduction. 

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

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

Core Solutions:  

TOTVS MANUFACTURE ς TOTVS ERP for manufacturing includes essential processes for industrial 
management, integrating solutions tailored to each sub-segment 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 industry of its sub-segments. 

TOTVS DPR ς 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 APS ς TOTVS 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 SFC (Shop Floor Control) ς It expands control over records of 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, availability and quality variables. 

TOTVS Quality ς 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 document, audit and nonconformity control modules. 

TOTVS Maintenance ς It 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 and the team. Its extension for Fleet Management enables management and 
ǎŀǾƛƴƎǎ ǿƛǘƘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƳƻǘƻǊǇƻƻƭΦ  
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TOTVS Environmental Management ς It values the image of the company and its brands, showing 
its concern for the environment and the application of policies 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 ISO 
14001.   

TOTVS COMEX ς The 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 processes. Import, export and drawback. The solution also includes calculation of all 
services contracted or provided abroad integrated with Siscoserv, the system to monitor cross-
border transactions involving services and intangibles.  

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

TOTVS MES (Manufacturing Execution System) ς Monitors each phase of production in 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 into real-time 
visual indicators.  

TOTVS e-Kanban ς The electronic Kanban 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. 

 

Logistics ς TOTVS has specific solutions for the segment that help clients overcome the main challenges 
in the segment (essentiality). 

Balanced inventories: Accuracy 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. 

Reduction of cycle timeΥ !Ǝƛƭƛǘȅ ŀƴŘ ŦƭŜȄƛōƛƭƛǘȅ ƛƴ ƻǊŘŜǊ ǇǊƻŎŜǎǎƛƴƎΣ ǎŜŜƪƛƴƎ ǘƘŜ άǇŜǊŦŜŎǘ ƻǊŘŜǊέΣ ǳǎƛƴƎ 
sales force automation (SFA), customer relationship management (CRM), supplier management, 
marketplace, sales 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 level: Greater 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 reliable management data through performance strategic 
indicator tools (Smart Analytics), transportation management (TMS), billing, purchase 
management, tax management and social platform (Fluig). 

On-time deliveries: Compliance with Service Level Agreement (SLA) of 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 TMS ς Automates the management of cargo carriers, increasing fleet productivity to reduce 

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 as work hours and payment to outsourced 

employees through the Transport Operation Identification Code (CIOT) system. 

TOTVS WMS (own operation) ς Warehouse management system for own operations, organizes 
physical spaces, automates the receipt, checking, storage, orders, 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, 
ƻōǘŀƛƴ ǘŜŀƳΩǎ ǇǊƻŘǳŎǘƛǾƛǘȅ ƛƴŘƛŎŀǘors and identify possible operational bottlenecks, in addition to 
enhancing accuracy of inventories, leading to reduction in stock and inventory levels. 

TOTVS OMS ς Speeds up distribution operations by consolidating sales orders, thereby optimizing 
the disǇŀǘŎƘ ǇǊƻŎŜǎǎ ǿƛǘƘ ŀ ōŜǘǘŜǊ ǎŜǉǳŜƴŎƛƴƎ ƻŦ ŘŜƭƛǾŜǊƛŜǎΣ ŦƻƭƭƻǿƛƴƎ ŎƭƛŜƴǘǎΩ ǊǳƭŜǎ ŀƴŘ ǘƛƳŜ 
restrictions and better using own vehicles, controlling deliveries and returns with information 
provided by reports integrated with the financial module through accounts receivable. 

TOTVS GFE ς Improves 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 online communication 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 operator) ς Manages and controls storage of third-party 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 and physical 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 productivity levels, and 
optimize operational flow and level of service to the final customer. 

TOTVS SIP ς The integrated port system enables the control of processes necessary to provide 
services in maritime agents, port operators and customs clearance agents. With regard to maritime 
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 Labor Management 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 international transports. 

TOTVS SARA ς Tools for management for storage and operational controls in Customs Facilities or 
locations authorized to operate with IMPORTED goods or goods meant for EXPORT under customs 
control of the Federal Revenue Service of Brazil. With information records and control over 
operations, more agility and operational productivity, traceability and information security, 
transparency in processes and reports for decision-making (Management), in addition to meeting 
all customs laws. 
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CONSUMER (Retail, Distribution) 

Retail ς A comprehensive management solution for retailers, which includes automation of administrative 
processes to finalization of sale at the point-of-sale (checkout), includit, pricing, RFID, grid management 
and mix, with information security and integratng store management, credit management, mobility, e-
commerce, inventory managemened solutions. Offerings are available for Retail sub-segments, 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 experience: All the TOTVS expertise to speed up customer service processes, totally in 

compliance with laws all across Brazil. 

Efficiency of inventories, logistics and store operations: Native integration with ERP TOTVS to 

monitor the most important processes of the business. 

Solutions for all retail stages: Operational scope from back office to the Omni Channel for all clients. 

Core solutions:  

TOTVS Balancing inventories: Solution that manages inventories with the focus on increasing 

turnover and reducing stockouts to ensure lower 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 

Partnership. 

TOTVS Smart Analytics powered: 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 with TOTVS ERPs and versions ready for the 

Retail segment.  GoodData Partnership. 

TOTVS DMS: Solution integrated with Protheus Backoffice for specific management of car 

dealerships, car centers and car services stores. Portfolio 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, taxation, billing, purchase, payroll, fixed 

asset and business intelligence (BI). 

TOTVS E-COMMERCE PLATFORM: E-commerce solution for B2C and B2B. Flexible and easily 

managed platform, 100% cloud-based. Price flexibility; autonomy in products sold; promotions and 

important dates; multistores; mobile commerce; marketplace. Ciashop Partnership. 

TOTVS Retail Commercial Management: It is the ideal solution for commercial control of retailers 

such as sellers of footwear, apparels, bed and bath, tablecloths, accessories and department 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 POS: Storefront 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  light and intuitive interface. 

TOTVS AGILE PRESALES: Created 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 products in an assisted and consultive sale, enabling upselling and cross-
selling; Enables excellent purchase experience. 

TOTVS RMS RETAIL MANAGEMENT: Back office solution with modules and processes tailored to 
Food Retail. Management of goods; Supply (WMS); audito of prices and shelves; Finance; Tax; 
Accounting; CRM; Managerial information; Mobility solutions (RF); Integration with storefront and 
other TOTVS solutions. 

TOTVS Retail: Back 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 inventories, purchases, billing, 
accounting, taxation and others. 

TOTVS Fashion: Specialized and complete solution for the Fashion sub-segment, ranging from the 
Textile Industry, from the administration of Shoppings and Franchising to the 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 functionalities that allow solution customers a 
performance gain in a short time. 

TOTVS Live: Solution for Networks and Franchises that allows the franchisor a real-time control of 
the network and makes available to its network of franchisees innovative experiences in its stores, 
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 optimize processes and departments, offering your customers simple and agile 

information for decision-making. Market leader in this segment. 

WinThor Medicines: Designed to meet the pharma-hospital segment, this software covers the 

specific legislation requirements of these kind of distributor, generating the integration of its 

operations and processes and resulting in efficient and safe management. 

WinThor WMS: Complete distribution management. Named Warehouse Management System or 

Warehouse Management System, it is an essential tool in the logistics chain. It has pre-defined 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 reduction of costs, gain 

of productivity, safety and agility in the Distribution Centers.  

Radio-frequency Module: Gateway for greater control of processes and business rules of the 

Distribution Center. This solution creates more security in logistics operations, such as greater 
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accuracy in receiving, separating and inventorying goods, increasing team productivity, reducing 

logistics costs, and automating complex processes.  

WinThor RFID: A solution that allows you to control inventory entry, exit, and inventory in minutes. 

From radio frequency identification (RFID) tags, operations become simpler and more assertive, 

with full control.  

MyFrota: Cloud-based 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, directly reflecting in reduced 

costs. 

 

PROFESSIONAL SERVICES (Services, Construction & Projects, Education and Legal) 

Services ς TOTVS has solutions tailored to the following sub-segments: Service Providers, Travel / 

Passenger transport, Utilities / Public sector and Media. 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 operations: 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 complexity in managing 

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 continuity of partnership.  

Skilled workforce: In order to keep final customers always satisfied with the quality of services 

provided, their employees need training, motivation and alignment with business guidelines.  

TOTVS solutions directly address these processes and help clients to maintain profitable contracts 

and strengthen relationships of trust with final customers. 

Core solutions:  

Service Management: Detailed control of the entire process of the company providing qualified 
manpower, managing opportunities 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 
operation 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 process fully integrated with BackOffice. 

Equipment Rental Management: Specialized 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, considering 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 Agencies: Comprises the 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 integration with BackOffice and legacy systems of the sector, such as global 
consolidators and card operators. 

Passenger Transport Management: Specialized 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 
price adjustment. 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 ς TOTVS has specific solutions for the construction, projects / special services, 

development and engineering and design sub-segments.  

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 real-time access to activities to ensure agile exchange of information and solid 

decision-making. All this with measurement of physical progress, record keeping of labor and 

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, analysis scenarios, physical, acquisition and financial planning, equalization of labor and 

equipment, task sheet management for short-term planning and allocation of tasks to teams, in 

addition to creation of material packages. 

Budget: Improvement in agility and assertiveness in construction work budgeting, ensuring 

efficiency in consolidation of sales, in addition to the Tabela de Composições de Preços para 

Orçamentos (TCPO), or Budget Price Structure Table database, containing previously defined 

market price structures 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 accounting entrƛŜǎ άǘƻ ƛƴŎǳǊΦέ !ƭƭ ǘƘƛǎ ǿƛǘƘ ƳǳƭǘƛǇƭŜ ǊŜǾƛǎƛƻƴǎ ǘƻ ƳƻƴƛǘƻǊ ǎŀƭŜǎΣ ōǳŘƎŜǘ 

and performance, as well as comparisons of project versions, revisions and scenarios with work 

breakdown structure (WBS), inputs, structures and prices. The solution also controls purchase 

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 Projects ς Tool that comprises 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 

quality of projects. 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 TCPO ς This tool speeds up budgeting and makes it more assertive, streamlining budget 

preparation process. It imports TCPO structures and offers an online update of input prices by 

region.  (C&P ς PINI Partner) 

TOTVS Purchase and Billing ς Fully integrated with TOTVS Construction and Projects, it increases 

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 Mobile ς The project takes place in the construction site, from where information must be 

collected. TOP Mobile enables online and offline input of information, transport cycle control and 

measurement of physical progress. The system integrates with payroll and Asset Maintenance, 

revaluing information input, showing the actual cost of project tasks. (C&P ς SOFTSITE Partner) 

Asset Maintenance ς It is a maintenance planning and control tool. It provides a complete 

management of all maintenance engineering process, comprising management of materials, stock 

items, tools and equipment, and availability of labor and outsourced employees. 

TIN - TOTVS Developed ς Solution tailored to control, monitor and make decisions regarding sales 

of assets for development. TIN integrates several areas, streamlines and improves real estate 

brokerage sales practices, and offers features for development contract management: control over 

ǇǊƻƧŜŎǘΩǎ ƛƴǾŜƴǘƻǊƛŜǎ ŀƴŘ ǇƻǊǘŦƻƭƛƻΣ ŎƻƴǘǊŀŎǘǳŀƭ ŀƳŜƴŘƳŜƴǘǎΣ ǘŜǊƳƛƴŀǘƛƻƴ ƻŦ ŎƻƴǘǊŀŎǘǎ ŀƴŘ ǘŀȄ 

obligations. 

TOTVS Financial Management ς Fully 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 (Property Sales Portal) ς 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 reservation of units for delivery of 

documentation and credit analysis. Virtual proposal simulator estimates more accurate information 

to prospects. (C&P ς PROTOS Partners) 

PDC (Client Portal) ς Customer Relationship Portal aims to allow the user to obtain information on 

ŎǳǎǘƻƳŜǊǎΩ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΣ ƛǎǎǳŜ ōŀƴƪ-issued invoices, consult contract signed, establish rules 

and information on financial transfer from customer to construction company in case of bank 

financing and centralize maintenance doubts or requests about the real estate. (C&P ς PROTOS 

Partners) 

 
Educational ς TOTVS has specific solutions for elementary education, higher education and continued 
education sub-ǎŜƎƳŜƴǘǎΣ ǿƘƛŎƘ ǎǳǇǇƻǊǘ ŎƭƛŜƴǘǎ ǘƻ ƻǾŜǊŎƻƳŜ ǘƘŜ ǎŜƎƳŜƴǘΩǎ Ƴŀƛƴ ŎƘŀƭƭŜƴƎŜǎ όŜǎǎŜƴǘƛŀƭƛǘȅύΦ  
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Attracting students: Improvement in entrance management processes through disclosure, online 

enrollment and monitoring tools, through a selection portal and CRM tools.  

Management of delinquency: Smart management of receivables, from service contracts, grants 

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 real-time management. 

Student retention: Agility and flexibly in academic, teaching and administrative management, 

generating real-time information, with indicator analysis, portal and mobility tools. 

Optimization of processes: Automation of enrollment, re-enrollment and evaluation management, 

ǿƛǘƘ ŀ ŦƻŎǳǎ ƻƴ ǎŀŦŜǘȅΣ Ŏƻǎǘ ǊŜŘǳŎǘƛƻƴ ŀƴŘ ƛƴǘŜƎǊƛǘȅ ƻŦ ƛƴǎǘƛǘǳǘƛƻƴΩǎ ŘŀǘŀΦ 

Core solutions:  

TOTVS EducationΥ Lǘ ŎƻƳǇǊƛǎŜǎ ƛƴǎǘƛǘǳǘƛƻƴΩǎ ŜƴǘƛǊŜ ŀŎŀŘŜƳƛŎ ŀƴŘ ŎƻƴǘǊƻƭ ƳŀƴŀƎŜƳŜƴǘΣ ŦǊƻƳ 

ƳŀƴŀƎŜƳŜƴǘ ƻŦ ŎƻǳǊǎŜǎ ŀƴŘ ǎȅƭƭŀōƛ ǘƻ ŎƻƴǘǊƻƭ ƻǾŜǊ ǎǘǳŘŜƴǘǎΩ ŀŎŀŘŜƳic, pedagogical and financial 

ƭƛŦŜ ŎȅŎƭŜΦ Lǘ ŀƭǎƻ ƛƴŎƭǳŘŜǎ ƳŀƴŀƎŜƳŜƴǘ ƻŦ ŦŀŎǳƭǘȅΩǎ ŀŎǘƛǾƛǘƛŜǎΣ ŀƭƭƻǿƛƴƎ ŀƴ ŜŦŦŜŎǘƛǾŜ Ŏƻǎǘ ŎƻƴǘǊƻƭΦ 

TOTVS Financial Management: Fully integrated with Education Management, 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. 

TOTVS Selection Process: An essential fully integrated tool designed to manage entrance exam 

processes, which comprise attraction of candidates, financial management, space control, 

resources, tests and activities, and student enrollment. 

TOTVS Library Management: It controls Library catalogue, integrated with TOTVS Education and 

TOTVS Financial Management, managing the entire catalogue, borrowings and returns and 

references. 

TOTVS Evaluation and Research: Module that prepares test forms, answer keys and surveys, 

working as an electronic test tool integrated with several TOTVS Education and TOTVS Selection 

Process features. 

TOTVS Student Relationship Management: This 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 ς TOTVS understands the reality of legal service chain and helps law firms, legal departments and 
notary public offices to work with flexibility 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 management: Solutions meet the 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 procedural, back-office 

and knowledge management, with career planning, admission of partners and profitable sizing of 

teams. 

Accessible management: Mobility and availability of access, which provides relationship of quality 

with partner offices, in addition to managerial view at any moment. 

Definitive management: Support of operation with specialized back-office, facilitating operation 
and scalability. 

 
 
Core solutions:  

Law Firms: 

TOTVS Legal Desk: Web-based access to front office operations with user-friendly and intuitive 

ƛƴǘŜǊŦŀŎŜΦ ¢Ƙƛǎ ǎƻƭǳǘƛƻƴ ƛǎ ŀǾŀƛƭŀōƭŜ ŦƻǊ ƳƻōƛƭŜ ŘŜǾƛŎŜǎ ǘƘŀǘ ŎƻƴǎƻƭƛŘŀǘŜǎ ŀƴŘ ŎŜƴǘǊŀƭƛȊŜǎ ŀƭƭ ƻŦŦƛŎŜΩǎ 

significant work data in Outlook, enabling edition or creation of new e-mail, agenda and access to 

system totally made by e-mail manager. Legal Desk also offers modules for the following: 

Timesheet, Enrollment, Expenses, Processes, Preliminary Invoice, Fee List, Commitments, Progress, 

Publications, Correspondents and Agenda. 

ERP Complete and Flexible: Solution 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 questions such 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 sub-segment. 

TOTVS Legal Docs: A 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, turns files into 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 Management: Solution for management of 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 complete 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 all operating 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 services: This solution covers requests for preparation and revision of 

contracts, enabling a more dynamic control, with real-time information on number of pending, late 

and concluded requests, as well as indicators on capacity of teams, all in one sole environment.  

Integrations with ERP: TOTVS 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 means smart work reduction and consequent 

increase in agility. 

 

HEALTHCARE ς TOTVS has specific solutions for the sub-segments Providers  (Clinics and Hospitals) and 

Payers (Benefit Administrator, Self-management, Medical Cooperatives, Dental Cooperatives and Group 

Medicine). Solutions that support clients overcome ǎŜƎƳŜƴǘΩǎ Ƴŀƛƴ ŎƘŀƭƭŜƴƎŜǎΣ ǎǳŎƘ ŀǎ greater quality of 

services, full compliance with industry regulations, and maximize economic results. 

Core solutions:  

TOTVS Hospital Management: A solution developed based 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 clinical performance, safety to patients and health professionals, 

standardization of processes, generating reduction of Costs and maximizing financial results. 

TOTVS Healthcare Plan Management (GPS): 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 administrative, financial and managerial activities, 

as well as simplifying business activities, managing contracts and beneficiaries, processing and 

auditing accounts, and authorizing procedures. 

TOTVS Healthcare Plan Operators (PLS): TOTVS Healthcare Plan Operators (PLS) is the product 

destined to the Management of Benefit Managers, Self-management, Dental Cooperatives, and 

Group Medicines. With PLS it is possible to increase control of health costs with agile and up-to-

date information and indicators that facilitate decision-making. A complete and fully integrated 

solution that contributes to economic and sustainable development, maximizing operator 

performance. 

TOTVS Unified Electronic Record (PEP): The Electronic Record is a tool developed in four hands, in 

partnership with 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 patients attended, total legibility of 

the information, offering greater productivity for the physicians and support for the decision-

making. 
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TOTVS Control of Hospital Infection: It supports quality of service rendered by healthcare 

institutions, focusing on hospital infections, based on rules defined by ANVISA and the Consumer 

Protection Code (CDC). 

TOTVS Hospital Costs Management: TOTVS Hospital Cost Management allows the client to know 

the effective results of the services provided, segregated by kind of services, inputs, fees and health 

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, with 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 operational efficiency and reliable results.  
 
Core solutions:  

Investment Management: It covers all custody operation and fund and investment management. 
Sub-segments served: Management of Investment Funds and Securities Dealership, Real Estate 
Brokerage, Custody and Controllership, Private Pension Entities, Family Offices, Investment 
Management, Non-Resident Investors and Insurance Companies. 
  
Credit: It meets the operational, legal and management demands of the main credit products in 
the market. Sub-segments 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 implementation of a credit limit 
policy in conjunction with Credit Score, SPC, SERASA and Internal Risk. Sub-segments served: Card 
Managers and Retail Stores. 
  
Core Banking: It manages cash-related operations (checking accounts and similar). Sub-segments 

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 post-implementation quality controls. Guided by this methodology, 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 cover the 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 hours, planning 

workforce, attracting talents, managing training and development of strategic goals, competence-based 

management, and monitoring results through indicators and action plans. 
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Core solutions: 

TOTVS Payroll: Complete solution that covers activities related 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 plan, transport voucher, meal and food voucher, academic subsides 

and complementary pension plans. It serves several types of payments and legal regimes. 

TOTVS Electronic Timecards: Solution to control attendance of employees, classifying entries in 

automatic integration 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 Access: 100% web-based solution, it manages safety and access of employees 

and visitors in an integrated manner with support to biometric identification system. Integrated 

with several market devices, it also has an access monitor for real-time surveillance of visits and 

entries in electronic timecards system. 

TOTVS Labor Litigation:  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, transforming the complex process of 

following procedures and lawsuits into a simpler process for the lawyer or the law firm engaged. 

TOTVS Positions and SalariesΥ {ƻƭǳǘƛƻƴ ŦƻǊ ƳŀƴŀƎŜƳŜƴǘ ƻŦ ŎƻƳǇŀƴȅΩǎ ǿŀƎŜ ǇƻƭƛŎȅΣ ŜƴŀōƭƛƴƎ ŀ ŦŀƛǊŜǊ 

wage structure. It allows defining position 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 Selection: The solution offers 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, filters and reports. 

TOTVS Training and Development: Solution to manage and plan the entire training structure, 

including preparation, definition of instructors, materials, calendars, schedules, expenses etc. It 

allows issuing training certificate, controlling attendance list, evaluating training, applying tests and 

controlling training activities planned vs. provided. 

TOTVS Performance Appraisal and Survey: Based on required skills for a certain position, this 

ǎƻƭǳǘƛƻƴ ŜƴŀōƭŜǎ ƳŜŀǎǳǊŜƳŜƴǘ ƻŦ ŜƳǇƭƻȅŜŜǎΩ ǇŜǊŦƻǊƳŀƴŎe and potential compared to said skills, 

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 Portal: Web-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, maintaining 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 constant changes. 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. 

¢ŀȄ ŀǳǘƘƻǊƛǘȅΩǎ ŎƻƳǇƭƛŀƴŎŜ ǎǘǊŀǘŜƎȅ ōŜŎƻƳŜǎ ƳƻǊŜ Ǌƻōǳǎǘ ŜǾŜǊȅ ȅŜŀǊΦ Lǘ ŎŀǊŜŦǳƭƭȅ ƻǾŜǊǎŜŜǎ ŀƭƭ ƘƛǎǘƻǊȅ ŀƴŘ 

operating process practiced by the taxpayer. With access to electronic documents (NF-e, NFS-e, NFC-e, 

Eventos e-Social, etc.), monthly recordkeeping (STATE GIAS, SINTEGRA, SPED Fiscal, SPED Contribuições, 

e-Social Journals, Bloco K, etc.) and annual recordkeeping (SPED Contábil, ECF, DIRF, RAIS, etc.), the tax 

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

Tax obligations are part of the day-to-day activities of any company, regardless of its size and operation 

segment. Understanding the Brazilian tax scenario is an extremely complex task, which requires time, 

knowledge and constant training. 

To support companies, in addition to our Innovation, Maintenance and Technical Support structure, 

composed of more than 250 skilled professionals, TOTVS has the following solutions: 

¶ Tax Consulting for Segments: team 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 the Tax Space (area dedicated to the topic at TOT±{Ω 

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; 

¶ TOTVS Tax Intelligence: 100% cloud-based solution, it includes audit and validation of tax 

obligations, tax portfolio, geographic map with all tax features available at TOTVS;  

¶ Calendar of Obligations: support tool for management of tax deliveries provided by TOTVS; 

¶ Clear your Doubts: repository composed of more than 3,000 customized 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 solutions: 

TAF ς TOTVS Tax Automation: Specialized 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 repository of tax information capable 

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

TIF - TOTVS Tax Intelligence powered by IOB: Solution for audit, analysis and validation of tax 

obligations developed in partnership with IOB (leading company in the corporate, legal and tax 

information market). It is a 100% cloud-based solution, which saves time and money of 

implementation, providing tax area professional with guarantee, tranquility and accuracy in 

delivery of ancillary obligations. 
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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 the legacy. 
 
IDENTITY: Identity creates unique access to internal and external systems with the assurance that only 
authorized information reaches employees, clients and suppliers. As an administrator you have 
centralized control, managing 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/GED: Document not only the files, but also their processes. Have more control over 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.  
 
PORTAL: Each area can have its own portal, with customized layout and different levels of access. 
 
SOCIAL: With the collaborative interface, it speeds up ȅƻǳǊ ŎƻƳǇŀƴȅΩǎ internal communication, makes 
employees and departments closer to each other and encourages productive exchange of ideas. All this 
tailored to each business. All connected to the business context. 
 
LMS: Share knowledge through collaborative e-Learning contextualized to your company's processes and 
portals. 
 
ESB: With ESB the integration becomes more agile, delivering in less time integrations of the applications 
in the company. 
 

 

TOTVS Platform ς Lǘ ƛǎ ǘƘŜ ōŀǎƛǎ ƻŦ ¢h¢±{Ω ǘŜŎƘƴƻƭƻƎȅ ƻŦŦŜǊƛƴƎΦ Lǘ ŎƻƳǇǊƛǎŜǎ ǘƘŜ ŦƻƭƭƻǿƛƴƎΥ  

¶ Application server: runs TOTVS software applications developed on the TOTVS platform and 
provides elements that ensure scalability and availability of applications, as well as portability of 
code developed for execution on multiple platforms. 

¶ DbAccess: Ensures unique access of data access with support for multiple databases.  

¶ SmartClient: Presentation layer, user interface, optimized for remote access to TOTVS 
applications. Available in the versions: RichClient with support for multiple platforms and HTML; 
and FatClient for mobile platforms. 

 

TOTVS Developer Studio - Development and 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 development cycle. It 

has tools for code analysis and quality, and management of the development lifecycle (ALM ς Application 

Lifecycle Management).  Also integrated are environments for the development of mediations of 

integration and mapping of TOTVS ESB formats, as well 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 Televisão Digital), which runs interactive applications developed in Java, NCL and LUA. 

Applications may be resident (inserted by the manufacturer or user directly into the memory of the set-

top box, mobile receivers, portable sets or digital TV sets) or transmitted via digital signal through TV 

networks. AstroTV offers the following possibilities: 

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

¶ Extended program capabilities in the areas of entertainment and information, permitting the entry 
of extra inputs news related to the program, such as games, news, advertising, content enrichment, sports 
statistics, etc.; 

¶ Interactive e-government applications to drive digital inclusion, such as declarations, polls, 
charts, bulletins, schedules and public service announcements; and  

¶ 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.  

¶ Accessibility feature of the Brazilian Sign Language (LIBRAS) 

 

Solutions in Services 

Software implementation: 

¢h¢±{Ω ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ǘŜŀƳ ŘŜǇƭƻȅǎ ƻƴƭȅ ǎƻƭǳǘƛƻƴǎ ǎƻƭŘ ōȅ ǘƘŜ /ƻƳǇŀƴȅ ǳǎƛƴƎ ǘƘŜ ¢h¢±{ 

implementation methodology, which defines the guidelines, methods, standards and stages that must be 

followed from the start of services to post-implementation quality controls. 

¢h¢±{Ω ƻǿƴ ǳƴƛǘǎ ŀƴŘ ŦǊŀƴŎƘƛǎŜǎ Ŧƻƭƭƻǿ ǘƘŜ ¢h¢±{ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ƳŜǘƘƻŘƻƭƻƎȅ ŀǘ ŀƭƭ ǎƛǘŜǎΣ ǳǎƛƴƎ ǘƘŜ 

same techniques for executing tasks and the same tools to implement TOTVS software solutions. 

Consulting 

TOTVS Consulting is the TOTVS business management consulting branch and operates in all Brazilian 

territory and in some international geographies, from bases in São Paulo, Belo Horizonte, Brasília and 

Buenos Aires. 

 

Business management consulting services are grouped as follows: 

 

¶ Business Performance & Shared Services Center (CSC): CSC deployment and evolution; Merger 

Integration ς ά/ƭŜŀƴ ¢ŜŀƳέΤ tƻǎǘ aŜǊƎŜǊ LƴǘŜƎǊŀǘƛƻƴ - 100 Day Plan and Integration; Matrix Revenue 

Management (GMR); Matrix Expense Management (GMD); Zero-base Budgeting; Corporate governance; 

Diagnosis of Financial Maturity; Strategic planning; BSC; Management by Guidelines (GPD) and Activity-

Based Costing (ABC). 

¶ Technology: IT strategy; Software Selection; Project Management Office (PMO); Systems 

integration; Digital Solutions; Development of Custom Systems; Business Intelligence (BI) and Analytics. 
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¶ Talent Management & Performance: HR Transformation; Organizational Restructuring; Change 

Management and Gamification. 

¶ Operations & Supply Chain: Supply Chain Maturity Diagnosis; Logistic Development Strategy; Cost 
of Serving; Integrated Supply Chain Planning (S&OP - Sales & Operation Planning); Collaborative Planning; 
Stock Optimization; Integrated Transportation Management; Design of the Logistics Operation; Asset 
Management and Sales Force Optimization. 

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

¶ Legal Obligations: Block K; eSocial; REINF and Analysis of risks and compliance to suit the Anti-
Corruption Law. 

 

Infrastructure 

Infrastructure services offerings are divided into two groups: 

¶ Cloud Computing ς TOTVS Cloud was created to simplify, accelerate and support the management 
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 infrastructure, the differential is TOTVSΩ application management service, support and 
database management, system analysts specialized in the architecture of TOTVS solutions, network and 
information secutiry specialysts, project managers and after-sales service to provide the client an unique 
service and support experience. 

¶ Dimensioning of Hardware - equipment sales, installation of local infrastructure and help desk. 

 
Since the infrastructure team works with TOTVS proprietary software, it has knowledge of the solutions, 

which allows the company to offer a Service Level Agreement (SLA) regarding availability of the 

application.  

 

Corporate Education 

Educational Solutions that use cloud-based environments for exercise practicing, content and 

infrastructure for knowledge management and professional qualification, both on-site and distance. 

Designed for clients and institutions that require intensive processes for knowledge diffusion and 

certification that are centralized or geographically distributed. These solutions are offered exclusively in 

our accredited network and include: 

 

¶ On-site or Virtual Training (synchronous) on TOTVS software and business processes, using 
StandaǊŘ ƻǊ ŎǳǎǘƻƳƛȊŜŘ ŎƻƴǘŜƴǘ ŀŎŎƻǊŘƛƴƎ ǘƻ ŎƭƛŜƴǘϥǎ ǎȅǎǘŜƳΣ ŀǘ ¢h¢±{Ω ƻǊ ŎƭƛŜƴǘϥǎ ŦŀŎƛƭƛǘƛŜǎΦ 

¶ Asynchronous training (e-Learning) on TOTVS solutions, through the e-Learning Center for 
companies ς subscription or e-learning Credit for companies and individuals ς valid for one person and 
one course only. 

¶ Distance Learning (DL) Content Factory ς ¢h¢±{Ω /ƻƴǘŜƴǘ CŀŎǘƻǊȅ ŘŜǾŜƭƻǇǎ ŎǳǎǘƻƳƛȊŜŘ ƻƴƭƛƴŜ 
training of high or low complexity on TOTVS and non-TOTVS solution content. These training initiatives 
aim to meet the needs of clients from diverse segments, using what is best in media and pedagogical 
resources. 
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¶ TOTVS Education and Certification: Course designed to educate and certificate professionals in 
TOTVS solutions, using on-site and virtual classes with practical exercises 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 

business operations to gain agility and efficiency. 

Computers: Computers developed to meet all Store needs, with special design for sales ledger and 

customer service activities. They support sales ledger and customer service activities and back-

office operations.  

Touch-screen computersΥ мрέ ǘƻǳŎƘ-screen computers developed to make customer service more 

agile and user-friendly.  

Drawers: Drawers designed to organize and simplify sales ledger and customer service activities 

with special design.  

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

Tax printers: Invoice printer. 

Readers: Bar-code readers that collect data in a fast and accurate manner, in order to optimize time 

in sales ledger and customer service activities.  

Microterminal: It enters information through a keyboard or scanner or scale. It serves retail clients 

that need to speed up data input into server. 

Monitors: Monitors for sales ledger and customer service activities. 

Self-service Terminal: Electronic service terminals for consultation, issue of passwords and 

purchases, which makes customer service more modern and agile.  

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

tax printer.  

NFC-e Tax Platform:  NFC-e is a type of electronic tax document issued to the consumer. In the 

states that adopt this technology, the taxpayer/retailer 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 TEF: Bematech TEF performs fast and secure transactions 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 reports online, among others. 
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Bematech Fiscal Manager: Solution developed to manage information from diverse tax solutions 

adopted in the Brazilian states. 

 

b) ǊŜǾŜƴǳŜ ŦǊƻƳ ǘƘŜ ǎŜƎƳŜƴǘ ŀƴŘ ƛǘǎ ǎƘŀǊŜ ƛƴ ǘƘŜ ƛǎǎǳŜǊΩǎ ƴŜǘ ǊŜǾŜƴǳŜΥ  

Between 2014 and 2016, the five revenue lines of the Company (License Fees, Mai the following 

percentages of tot ntanance, Subscription, Services and Hardware) accounted for al net revenues: 

 2016 2015 2014 

Licenses 7.7% 12.6% 16.9% 
Maintenance 45.8% 48.1% 48.2% 
Subscription*  10.5% 7.4% 5.9% 
Services 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 and Service revenue lines, from 2014.  

** Included the sales of equipment and technical support services by Bematech since November, 2015.  

 

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

The level of revenue concentration observed in Item 7.2b ƛǎ ŀƭǎƻ ƻōǎŜǊǾŜŘ ƛƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƴŜǘ ƛƴŎƻƳŜΦ 

 

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 described in item 7.2a are 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, Financial Services 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 collaboration solutions. 

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 new functionalities 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 the on-premises 

and the cloud models. The TOTVS Platform is the company's response to the need for a Platform as a 

Service (PaaS) and serves as the foundation for the Software as a Service (SaaS) offering, and is 

complemented by value-added offerings for Infrastructure as a Service (IaaS) needs. 

Languages and technological platforms are 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 believes is the only company in Latin America to have developed a middleware solution, called 

TOTVS Platform. This middleware solution is also used by associated companies. The middleware used by 

the company ensures its independence of (i) interface; (ii) technological platform; (iii) topology (physical 

installation of and communication between the computers used by the company); (iv) connection 

(communication between computers); and (v) database, protecting clients against any conflict with their 

operating 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 suited to their 

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 J2EE/Java development 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 third-party databases, called TOTVS DBAccess. It thus avoids the creation of 

numerous versions of its applications. 

Hardware Production (Bematech) 

The equipment of the manufacturing process is divided into 3 different categories: own production, 

production by third-party Bematech projects, and production by third-party OEM products. The focus of 

Bematech production is the value-added products with the Company's strong technological expertise, 

such as printers, kiosks and computers. Products with lower added value or low technological field of the 

Company are produced by Bematech partners primarily located in Asia. A series of subcontracts are part 

of the manufacturing process, with order to optimize the cost of products produced by specialist suppliers 

scale in parts of the manufacturing 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 develop state-of-the-art software and services.  

The core objectives of the Technology and Development areas are: 

 ¶ Improvement of the technical fundamentals of its software, enabling more efficient development 

of solutions;  

¶ Adoption of new technologies and assessment of their impact;  

¶ Implementation of technological alternatives that keep the operation of its products protected;  

¶ Constant improvement of concepts, functionality and usability of software products; 

 ¶ Development of special products for clients;  

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

¶ Integration of third-party tools; and 

¶ 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 innovative solutions 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 totaled R$ 1.211,5 million over the last 5 years, were 

essential for TOTVS standing out from competition by bringing innovative solutions power by proprietary 

technology and by providing value-added services. 

New Products 

The Company invests in the development of new products to access new markets. To identify which 

products should be developed, TOTVS constantly carries out market surveys to identify business segments 

that require tailored solutions and then develops solutions for such segments. The surveys are also used 

to analyze, in conjunction with sales channels, potential segments that could help increase business 

volume. 

b) characteristics of the distribution process 
 

TOTVS licenses and subscribes its software through a combination of sales through direct (own units, 

subsidiaries or branches) and indirect (franchises, representatives, authorized dealers and business 

agents) channels. The franchise is the main indirect channel. Relationship with indirect sales channels 

increases TOTVS' market penetration in both the domestic and foreign markets. 

Franchises are exclusive distribution channels and based on the TOTVS franchise 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 regions where they operate, franchises prospect clients, 

carry out demonstration of solutions (pre-sale, sale and post-sale), negotiate terms of sale (within the 

limits predefined by TOTVS), and provide training, deployment and customization of solutions to cliŜƴǘΩǎ 

needs, given their local presence and proximity to clients. 

Franchises and representatives receive a percentage of commission on license revenues. Franchises also 

receive commission on subscription and maintenance revenue generated by clients based in territories 

where they operate, besides directly charging for the service carried out. 

¢h¢±{Ω ƻǿƴ ōǊŀƴŎƘŜǎ serve as reference for the operating, commercial and technical activities of 

franchises.  TOTVS has a department to control, monitor and coordinate franchises, which provides 

advisory services and monitors their operations, as well as commercial, administrative and marketing 

strategies. The activities of franchises are also controlled by satisfaction surveys conducted with clients 

served by all TOTVS 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 Brazil, 1 in Mexico, 1 in Colombia, 1 in Argentina and 1 in Portugal. 

Franchises: TOTVS has 52 franchises in Brazil and 25 across Latin America. 

Distributors / Resellers (TOTVS and Bematech): TOTVS has approximately 5,000 distributors in Brazil, 

mainly dedicated to sales to the micro-enterprise software market, and micro, small, medium and large 

customers in the hardware market.  In 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. 

 

Regarding 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 by principles such as transparency, clear rules, 

relationships and support channel. 5,000 resellers are prepared to disseminate .ŜƳŀǘŜŎƘΩǎ solutions and 

innovation, unique capillarity in the automation market. 

Marketing 

The annual resources for marketing area in 2016 represented 2.2% of net revenue. Investments have as 

main focus lead in generation and branding. In 2017, marketing efforts should continue with the brand 

building work, with the main objective to inform the market that TOTVS has innovative and complete 

business solutions for each of the ten segments representing the major sectors of economy, in addition 

to generating opportunities to sell software, especially in 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, 

ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ DŀǊǘƴŜǊ ƎǊƻǳǇ ǎǘǳŘȅ ŜƴǘƛǘƭŜŘ ά!ƭƭ 9ƴǘŜǊǇǊƛǎŜ {ƻŦǘǿŀǊŜ aŀǊƪŜǘ {ƘŀǊŜΣ ²ƻǊƭŘǿƛŘŜΣ 
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2013-2015Σέ ¢h¢±{ has 31.5% of the Latin American market and 51.6% of the Brazilian market of 

ERP suite. 

With Bematech, the Company is also present in at least 30% of the market considering a total of 

1.3 million establishments, as reported by IBGE in the PAC (Pesquisa Annual do Comércio) in 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 RAIS (Relação 

Annual de Informações 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 BI), collaboration products and business intelligence products, as well as companies dedicated 

to initiatives in open source software, in which competitors can provide software and intellectual 

property without payment of license, and companies that provide consulting and outsourcing 

services. Note that the software market in Brazil does not impose barriers or restrictions on the 

entry of foreign competitors. 

 

d) possible seasonality effects 
 

The information technology industry, including the software industry, has no pronounced seasonality. 

However, the second half of the year has historically recorded higher sales volume. 

 

e) key inputs and raw materials, informing: 
 

In Hardware, the main insumes are: 

 

 

i. description of relations with suppliers ς whether they are subject to government control 

or regulation ς identifying the agencies and applicable laws: 



TOTVS S.A. 
REFERENCE FORM 2017 

76 
V5 

 
TOTVS development activities are concentrated in its own team of professionals. However, the 

Company has suppliers and partners for developing some of its software solutions, as well as 

suppliers of databases that are resold to clients, and has providers of technological platforms. 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 composition is 

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 items - tax classification NCM". 

 

ii. possible dependence on few suppliers:  

TOTVS uses third-party 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 Microsoft .Net 

and Progress platforms, respectively. For more information, see item 7.3.a, "Technical platforms 

ǳǎŜŘέΦ 

In Hardware, the Company,  through Bematech, has dedicated suppliers, depending on the cost, 

but in the portfolio of purchasing - metal-mechanics, electronics, 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 TOTVS software 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. In this sense, their prices and/or 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 these raw materials in the market. In the case of a 

significant increase in raw material prices, it might not be 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, ŀŎŎƻǳƴǘ ŦƻǊ ƳƻǊŜ ǘƘŀƴ мл҈ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƴŜǘ ǊŜǾŜƴǳŜΦ 

 

b) operating segments affected by revenues from client 

There are no clients who, individually, account for more than 10% ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƴŜǘ ǊŜǾŜƴǳŜΦ 
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7.5. Relevant effects 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 that the Company obtain government 

approvals to market certain hardware products (including micro-terminals, coupon issuers - ECF and SAT 

Fiscal) and software (fiscal applications and the Electronic Invoice), According to acts and agreements 

established by the Ministry of Finance through COTEPE - Permanent 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 ordinances that regulate 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 São Paulo introduced a new equipment for retail control (SAT). The RB-1000 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 SAT. 

 

Similar situations to that described in the paragraph above also occur in the introduction of other 

technologies, for example the ECF of ICMS Agreement 09/09, became mandatory in the State of the Mato 

Grosso do Sulfrom May 2015. It is important to highlight that NFC-e was also introduced in some states, 

such as Amazonas and Mato Grosso. 

 

b) ƛǎǎǳŜǊΩǎ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǇƻƭƛŎȅ ŀƴŘ Ŏƻǎǘǎ ƛƴŎǳǊǊŜŘ ŦƻǊ ŎƻƳǇƭƛŀƴŎŜ ǿƛǘƘ ŜƴǾƛǊƻƴƳŜƴǘŀƭ 
regulations and, if applicable, other environmental practices, including compliance with 
international environment protection standards 

For software and services activities, currently, the Company is not exposed to any environmental 

regulations and has no environmental policy. In May 2014, TOTVS joined the United Nations (UN) Global 

Compact, a planned initiative for companies committed to align their operations and strategies with the 

ten universally accepted principles in the areas of human rights, labor, environmental and anti-corruption. 

 

Regarding the environmental aspects related to hardware, the Company also does not carry out activities 

subject to specific regulations of the environmental authorities, since the handling and storage of the 

products do not affect the environment in a harmful way. In the case of discards of products and 

components, they are send to companies duly licensed by environmental agencies and authorized by the 

IAP (Environmental Institute of Paraná), to carry out the disposal procedure. 

 

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

TOTVS uses third-party 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 in the ƛǎǎǳŜǊΩǎ ŎƻǳƴǘǊȅ ƻŦ ƻǊƛƎƛƴ ŀƴŘ ƛǘǎ ǿŜƛƎƘǘ ƛƴ ǘƘŜ ƛǎǎǳŜǊΩǎ ǘƻǘŀƭ 
net revenue 

The total revenues earned in Brazil όƛǎǎǳŜǊΩǎ Ƙƻǎǘ ŎƻǳƴǘǊȅύ represents approximately 96% of the total  

revenue of the Company (parent company and consolidated). 

 

b) revenue from clienǘǎ ƛƴ ŜŀŎƘ ƻŦ ǘƘŜ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ŀƴŘ ƛǘǎ ǿŜƛƎƘǘ ƛƴ ǘƘŜ ƛǎǎǳŜǊΩǎ ǘƻǘŀƭ ƴŜǘ 
revenue 

Not applicable. The total revenues earned outside Brazil represent approximately 4% of the total revenue 

of the Company (parent company and consolidated). 

 

c) Total revenue ŦǊƻƳ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎ ŀƴŘ ƛǘǎ ǿŜƛƎƘǘ ƛƴ ǘƘŜ ƛǎǎǳŜǊΩǎ ǘƻǘŀƭ ƴŜǘ ǊŜǾŜƴǳŜ 
 
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 regulations on activities 

Since the revenues earned from outside Brazil represents 4% of the total net revenue, , as 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 term relationships 

Sustainability Report 

TOTVS will publish the Integrated Report of 2016 in 2017. This report will be available on CVM 

(http://www.cvm.gov.br/) and on the Investor Relations website (http://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 website (http://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 always with 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 others are implemented, favoring the sustainable use of 

natural resources. Special care, determined by technical principles, are taken in the dispensation of 

chemical and biological waste, aiming at minimizing environmental pollution and personal risk for its 

employees and the community. 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 all employees. 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, previously distributed in seven 

locations in the city of São 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 transform sunlight 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 conditioning, reuse and water treatment plant, 

reinforcing TOTVS 'commitment to the environment. 

 

Other initiatives 

Global Compact of the United Nations (UN) 

TOTVS joined the Global UN Compact (UN), which is a strategic policy initiative for companies that are 

committed to aligning their operations and strategies with ten universally accepted principles in the areas 

of human rights, labor, environment and anti-corruption. With over 12,000 corporate participants and 

other stakeholders from over 145 countries, it is the largest voluntary corporate responsibility initiative 

in the world. 

 

Business Compact for Integrity and Against Corruption 

TOTVS also joined the Business Compact for Integrity and Against Corruption of the Ethos Institute, whose 

mission is to to mobilize, encourage 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 anti-corruption systems. 

 

Institute of Social Opportunity (IOS) 

TOTVS focuses its investments in social projects by the Social Opportunity Institute (in Portuguese, IOS), 

a not-for-profit organization that offers professional qualification for low-income young people and 

people with disabilities. 

 

Created and maintained by TOTVS and partners, IOS has the structure and support necessary for training 

ȅƻǳƴƎ ǇŜƻǇƭŜ ǘƻ ŜƴǘŜǊ ǘƘŜ ƭŀōƻǊ ƳŀǊƪŜǘ ǿƛǘƘ ōŀŎƘŜƭƻǊΩǎ ŘŜƎǊŜŜ ƛƴ ōǳǎƛƴŜǎǎ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴ ƻǊ ƛƴŦƻǊƳŀǘƛƻƴ 

technology. 

 

Universities and other social organizations also help us to maintain IOS and implement it in other cities. 

With its special characteristics, IOS transforms individuals into citizens through knowledge. Since its 

foundation in 1998, more than 27,000 students were qualified. Today, IOS has 14 units in Brazil. 

 

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

The Company has not identified further relevant information related to this item other than those 

disclosed. 
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8. EXTRAORDINARY BUSINESSES  

8.1. Acquisition or sale of any relevant asset not considered as normal for 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 occurred in the conduction of Company businesses. 

8.3. Identify 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 companies not directly 

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 ς others  

The Company has no other relevant non-current assets for the development of its activities. 

9.1.a. Relevant noncurrent assets  

The company does not have any relevant active non-current assets to the development of its 

activities. 

9.1.b. Intangible Assets 

Asset Asset Description Duration 
Events that may result in 

loss of rights 
Consequence of loss of 

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. 

Patent 

PROCESSO E SISTEMA DE VENDAS E 
PROCESSO E SISTEMA DE IMPLEMENTAÇÃO 
DE UM SOFTWARE N/I As per item 9.2. As per item 9.2. 

Patent 

MÉTODO PARA ELEVAR A EFICIÊNCIA 
ECONÔMICA DA CADEIA DE ATENDIMENTO 
DO SISTEMA DE SAÚDE E EFICÁCIA DO 
ATENDIMENTO MÉDICO 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 As per 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 FLY01 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. 
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9.1.c. Interests in companies  
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