
 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2Q18 EARNINGS RELEASE 

Net Revenue:  R$574.8 million in 2Q18 (+4.4% vs. 2Q17 and +2.1% vs. 1Q18) and R$2,254.4 million 

in 12M-2Q18 (+2.6% vs. LTM-2Q17). 

Subscription Revenue: R$97.2 million in 2Q18 (+31.2% vs. 2Q17 and +2.7% vs. 1Q18) and R$357.2 

million in 12M-2Q18 (+34.6% vs. LTM-2Q17). 

Service Revenue: R$135.4 million in 2Q18 (+11.0% vs. 2Q17 and +12.3% vs. 1Q18) and R$514.0 

million in 12M-2Q18 (+0.6% vs. LTM-2Q17). 

Hardware Revenue: R$56.5 million in 2Q18 (-8.5% vs. 2Q17 and +28.4% vs. 1Q18) and R$215.8 

million in 12M-2Q18 (-12.9% vs. LTM-2Q17). 

Adjusted EBITDA: R$85.7 million in 2Q18 (+4.5% vs. 2Q17 and -11.5% vs. 1Q18) and R$313.8 

million in 12M-2Q18 (-1.7% vs. LTM-2Q17). 

Adjusted Net Income: R$28.4 million in 2Q18 (+6.9% vs. 2Q17 and -17.2% vs. 1Q18) and R$101.1 

million in 12M-2Q18 (-23.7% vs. LTM-2Q17). 

Net Debt: R$211.7 million in 2Q18 (-49.6% vs. 2Q17 and -23.5% vs. 1Q18), corresponding to 0.7 

times Adjusted EBITDA in 12M-2Q18 (vs. 1.3x Adjusted EBITDA LTM-2Q17). 

 

 

São Paulo, August 1, 2018 – TOTVS S.A. (B3: TOTS3), the leading developer of business solutions in Brazil and Latin 
America, announces today its results for the second quarter of 2018 (2Q18). The consolidated financial statements of the 
Company were prepared in accordance with the accounting practices adopted in Brazil, which are in consonance with the 
International Financial Reporting Standards (IFRS). 

IR CONTACTS 
Gilsomar Maia (CFO/IRO) 

Tel: +55 (11) 2099-7105/7773/7097/7089 
ri@totvs.com.br 

CONFERENCE CALL – PORTUGUESE: 08/02/2018, 10:30 a.m. (Brasília) 
Webcast: click here | Telephone: +55 (11) 3193-1001 or +55 (11) 2820-4001 (access code: TOTVS) | Replay: +55 (11) 3193-1012 
or +55 (11) 2820-4012 (access code: 0375065#) until 08/08/2018 or at ri.totvs.com.br 

CONFERENCE CALL - ENGLISH: 08/02/2018, 12:00 p.m. (Brasília) 
Webcast: click here | Telephone: US Toll Free +1(800) 492-3904 / International +1(646) 828-8246 / Brazil +55 (11) 3193-1001 or 
+55 (11) 2820-4001 (access code: TOTVS) | Replay: +55 (11) 3193-1012 or +55 (11) 2820-4012 (access code: 2982868#) until 
08/08/2018 or at ir.totvs.com 

mailto:ri@totvs.com
https://78449.choruscall.com/dataconf/productusers/totvs/mediaframe/25119/indexl.html
http://ri.totvs.com.br/
http://www.nucleomedia.com.br/loginn.asp?id=26253&distrib=1435&t=&href=naumtem&p=0&popup=1&lang=eng&mobile=false
https://78449.choruscall.com/dataconf/productusers/totvs/mediaframe/25120/indexl.html
http://ir.totvs.com/
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RECENT EVENTS 
INCREASE OF EQUITY INTEREST IN RJ PARTICIPAÇÕES 
The subsidiary Bematech S.A. acquired 20% of the capital stock of RJ Participações for R$4.4 million, on May 9, 2018, increasing 

its interest in the company, which stood at 80%. Following the business and succession plan, the call option for the remaining 20% 

was postponed from 2019 to 2021. This transaction generated a reversal of the provision for obligations resulting from acquisitions 

in the amount of R$5.3 million, due to the difference between the amount effectively paid and that originally provisioned. 

 

IT SECTOR SPARED FROM REINTRODUCTION OF PAYROLL TAX 
Federal Law 13,670/18, enacted on May 30, 2018, maintained the employer’s social security contribution (INSS) on gross revenue 

for the Information Technology and Communication (ITC) sector until December 31, 2020. The same Law stipulates that, after said 

date, the contribution ceased to be levied on gross revenue at 4.5% and will once again be levied on payroll at 20%. 

 

MARKET-SHARE UPDATE 
On June, Gartner released its “Enterprise Application Software Market Share” study, which reiterates TOTVS Leadership in the 

Brazilian ERP market with a 50.5% market share in 2017, a 0.9 percentage point increase over 2016 and 0.2 percentage point from 

2014, which is the last year before switching to the subscription model. The same study also points TOTVS in the first position in 

Latin America with a 31.7% share of the ERP market, which represents an increase of 0.8 percentage point compared to 2016. 

 

 

PAYMENT OF DIVIDENDS AND INTEREST ON EQUITY REGARDING 1H18 
 

On July 25, 2018, the Board of Directors resolved on the payment of dividends and interest on equity to the Company’s 

shareholders for the first half of 2018 (1H18). Approval was given for the distribution of dividends of R$17,997,520.00, 

corresponding to R$0.11 per share, and interest on equity of R$14,708,880.00, corresponding to R$0.09 per share, for a total 

payout of R$32,686,400.00, corresponding to R$0.20 per share. 

 

The Dividends and Interest on equity will be paid on October 3, 2018 to holders of the Company’s shares on August 1, 2018.  
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OPERATING AND FINANCIAL PERFORMANCE  
 

TOTAL NET REVENUE  

Net revenue totaled R$574.8 million in 2Q18, up 4.4% from 2Q17, resulting mainly from: (i) the 4.4% growth in Software Revenue, 

which in turn was mainly driven by the 31.2% growth in Subscription Revenue; and (ii) the 11.0% growth in Service Revenue. The 

decline in Hardware Revenue is mainly due to the drop in fiscal printer sales. The aforementioned performance of Hardware and 

Software Revenues also explains the 2.6% increase in Net Revenue in the last 12 months 

 

In relation to 1Q18, the 2.1% increase is due to: (i) the better performance of Service Revenue; and (ii) the growth in Hardware 

Revenue, both to be commented later. The 3.9% decline in Software Revenue is mainly due to the seasonal increase in the 

corporate model charged in Licensing Fees in the first quarter. 

 

Recurring Revenues corresponded to 66.5% of the Total Net Revenue in this quarter, totaling R$382.3 million in the period, for an 

increase of 50 basis points from 2Q17. In the last 12 months, the share of Recurring Revenues as a percentage of Net Revenue 

grew 290 basis points. Both behaviors described are essentially due to the growth in Subscription Revenue in recent quarters. 

 
SOFTWARE RESULTS 

Software Revenue rose 4.4%, driven by the 5.8% increase in Recurring Revenue in the period. The quarter-on-quarter reduction 

of 3.9% is a result of lower Non Recurring Revenue that will be commented later. The 5.9% growth in the last 12 months is mainly 

due to the 34.6% growth in Subscription Revenue. 
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The quarter-on-quarter decline of 33.1% is essentially a result from the seasonal effect of the Corporate Increment of R$17.9 

million reported in 1Q18, reflected on the 37.9% decrease on the revenue in the client base on the 2Q18   
 

Non Recurring License Fee Revenue was 7.3% down year over year, mainly due to the reduction of 9.3% in the average ticket of 

sales to the client base, which reflects a lower number of user added to the clients in the period. On the other hand, new clients 

sales increased 29.7%, with an average ticket 22.7% low, which reflects a decrease of larger clients in the quarter total sales.  

 

Maintenance Revenue was stable compared to the previous quarter. In the year-on-year and last 12 months bases, as reported in 

previous quarters, the declines reflects new maintenance effects originated from licenses sales on recent quarters, net of the 

following effects: (i) cancellations increase by client defaults; (ii) the higher volume of partial cancellation of contracts due to 

layoffs at clients; and (iii) the decline in the IGP-M inflation index in 12 months, especially since 2Q17 when the index declined 

over successive periods, until 1Q18. 

Subscription Revenue was up 31.2% year over year and 2.7% quarter over quarter. It’s worth mentioning that the Revenue and 

the number of added clients on the quarter was negatively affected by the following factors: (i) greater concentration of sales in 

June, basically due to the truck drivers’ strike, which delayed the closing of some contracts expected in May, which will be reflected 

on the 3Q18 Subscription Revenue; e (ii) reduction of 352 units in Bemacash sales in the 2Q18, consequence of change in the 

software collection, which started to occur in the following month to the sale. 

Moreover, the 43.5% and 24.9% declines in the average monthly ticket 

compared to 1Q18 and 2Q17, respectively, were mainly due to changes in the 

sales mix in the period, as a result of a higher participation of lower average 

ticket solutions, for example: restaurant and franchises solutions. 

 

Annualized Recurring Revenue (ARR) from Subscription amounted to R$425.6 

million in 2Q18, up 40.0% from 2Q17 and 5.7% from 1Q18, which represents 

net addition of R$23.0 million in the quarter. Despite the growth registered, 

this result was negatively affected by the truck drivers’ strike in May and by 

two other factors linked to model adjustments in Bemacash sales: (i) higher 

number of cancellations of defaulted clients in the period mainly by sales 

made before the 1Q18, when the long term sales by credit card were 

implemented; and (ii) billing the software subscription from the first month 

after the month of sale as commented later in the “Hardware Results" section. 

 

The decline of 230 basis points in Adjusted Software Contribution Margin is a result of the combination of the following factors: (i) 

Increase in Support Costs; and (ii) the increase in investments in Research and Development, which despite the reduction in 

recurring costs with personnel performed in 2017, reflects the wage increase resulting from collective bargaining agreements, in 

addition to the new investments in innovation made by the Company in the period. 
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The quarter over quarter decline in the Adjusted Software Contribution Margin of 350 basis points is explained by: (i) License 

Revenue reduction, explained by the Corporate Model in the 1Q18; (ii) higher number of employees on vacation in the 1Q18; and 

(iii) additional Costs of Support to meet the demand from new clients added in the period and motivated by the implementation 

of new regulations in the 1H18, for example e-Social. 

 

 

SERVICE RESULTS 

Adjusted Services Contribution Margin grew 600 basis points compared to 2Q17 and 310 basis points compared to 1Q18. Service 

Revenue totaled R$135.4 million, up 11.0% from the previous year and 12.3% from the previous quarter. This increase was mainly 

due to: (i) the quicker pace of service sales seen in previous quarters; and (ii) the higher allocation of service professionals in the 

quarter. In the last 12 months, the 2.1% decline in Service Costs arises from the organizational restructuring carried out during 

2H17. 

 

HARDWARE RESULTS 

 

Hardware Revenue fell 8.5% and 12.9% in the year-on-year and last 12 

months bases, respectively, reflecting the slower pace of fiscal printer sales 

on account of changes in tax laws in several states, replacing the fiscal printer 

with other solutions such as S@T (hardware), in São Paulo, and electronic 

invoices, as shown on the map. 

 

The 28.4% growth quarter-on-quarter in Hardware Revenue stems from: (i) 

the negative seasonality of sales reported in 1Q18; and (ii) the higher share 

of fiscal solutions in sales, which now correspond to 17.2% of Hardware 

Revenue, arising from an extraordinary demand in the quarter, due to the 

maintenance of tax legislation in Minas Gerais and the incentive given by the 

State Government of Santa Catarina to regularize the use of fiscal printers. 
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In 2Q18, Bemacash sales totaled 691 units, compared to 1,093 units in 2Q17 and 1,043 in 

1Q18. As reported in the previous quarter, this reduction still reflects the change 

implemented last January in Bemacash’s sales model for purchases using the CPF number 

(taxpayers ID), now made exclusively with credit card through the TOTVS Store, along with 

the software subscription billing since the first month of contract, instead of only in the 11th 

month. Despite the initial impact on sales volume, it is worth mentioning that, besides 

simplifying clients’ purchase process, this change also aims to reduce defaults inherent to this 

market segment. 

 

Hardware Costs on a quarter-on-quarter basis were affected by: (i) the increase in sales 

volume in the period; and (ii) partially by the appreciation of the US dollar in the period. As 

the company has an average cycle of 3 months of inventory, the impact of exchange currency variation impact in the period is 

concentrated mainly in products that, owing to their characteristics, have reduced inventory levels.  

 

Adjusted Hardware Contribution Margin in 2Q18 fell by 580 and 670 basis points compared to 2Q17 and last 12 months, 

respectively.  The main factors that resulted in this decline were: (i) the increase in Research and Development, resulting from 

expenses with institutes contracted to comply with the IT Law and; (ii) the decline in sales of fiscal solutions, which have higher 

gross margin, in a more advanced stage, than the development of higher value-added solutions such as Bemacash and smart 

devices for the Internet of Things. 

 

In the quarter-on-quarter comparison, the 240-basis point increase in Adjusted Contribution Margin reflects, in addition to the 

one-off increase in fiscal solutions sales in 2Q18, the recovery in volume compared to the negative seasonality registered in 1Q18. 

Both have been commented above.  
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SELLING AND ADMINISTRATIVE EXPENSES 

The 5.7% year-on-year drop in Selling Expenses is mainly associated with: (i) the effect of the reduction in recurring personnel 

costs in 4Q17;  and (ii) the deferral of variable compensation for subscription sales of R$0.434, as a result of IFRS-15. The quarter-

on-quarter increase of 4.8% in Selling Expenses is essentially influenced by the increase hardware sales, especially with expenditure 

with freight and warranties. 

 

The year-on-year and quarter-on-quarter increase in Commissions is mainly a result of: (i) the change in sales mix between own 

channels and franchises; and (ii) the Revenue mix in the period.  

 

Allowance for Doubtful Accounts corresponded to 1.9% of Net Revenue in 2Q18, compared to 2.3% in 1Q18 and 1.4% in 2Q17. 

This level of provision reflects the higher delinquency rate at present, which resulted in a negative effect of R$3.2 million with the 

application of the new IFRS-9 standard. Excluding the effects of IFRS-9, the Allowance for Doubtful Accounts corresponded to 1.4% 

of Net Revenue, the same level recorded in the first quarter of 2017. 

 

Advertising and Marketing Expenses corresponded to 2.0% of Net Revenue in 2Q18, compared to 2.4% in 2Q17, and are associated 

with the calendar of events as part of the Company’s annual marketing plan. 

General and Administrative Expenses rose 3.4% quarter-on-quarter. The 9.4% year-on-year drop is chiefly related to additional 

expenses from the merger of PC Sistemas in 2Q17 and to the integration of Bematech's administrative operations during the 

course of 2017, which contributed to the restructuring that generated a reduction in recurring personnel costs. 
 

The quarter-on-quarter decrease of 21.5% in Provisions for Contingencies mainly reflects the R$2.175 million added in 1Q18, 

resulting from the reconciliation of balances of judicial deposits with the positions of the respective lawsuits in the courts, as 

mentioned in the previous quarter. In the year-on-year comparison, the increase in this line is essentially due to the Provision for 

Contingencies in 2Q17 being lower than the quarterly average recorded in 2017. 

 

The increase in Management Fees in the year-on-year comparison is related to the bonus provisioning curve associated with the 

achievement of corporate financial, non-financial and individual targets of executives in the period. 
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The Other Income (Expenses) line was affected in this quarter by the following non-recurring factors: (i) write-off of fixed assets in 

the amount of R$0.824 million arising from physical inventories in subsidiaries; and (ii) partial reversal of obligations resulting from 

the acquisition of interest amounting to R$5.282 million, due to the acquisition of 20% of the capital of RJ Consultores. 

 

EBITDA AND NET INCOME 

In a year-on-year comparison, Adjusted EBITDA grew in line with Net Revenue, resulting in Adjusted EBITDA Margin remaining 

stable at 14.9%. This performance of Adjusted EBITDA was due to: (i) Software and Services Result outgrowing the reduction in 

Hardware Result in the period. 

 

In the quarter-on-quarter comparison, adjusted EBITDA declined due to the combination of the following seasonal effects: (i) 

Revenues from Licenses from the increment to the Corporate Model, which had a positive effect on Software Income in 1Q18; (ii) 

higher allocation of service teams, which positively affected Services Result in 2Q18; and (iii) higher sales volume, which boosted 

Hardware Result in 2Q18. In addition, the quarter-on-quarter reduction in Selling and Administrative Expenses shows the 

Management's focus on cost control. 

 

In the last 12-month comparison, even with the increase in Software and Services Results, partially offset by the reduction in 

Hardware Result, the Adjusted EBITDA decreased 50 basis points, due to the amount still required by the allowance for doubtful 

accounts, part of the Commercial Expenses, and by the Provisions for Contingencies, part of the Administrative Expenses. 

The increase in Depreciation Expenses is mainly due to the assets at the new facilities of the Company’s headquarters and other 

units that have also undergone renovation. In the year-on-year comparison, the decline in Amortization Expenses stems from the 

end of Amortization of Intangible Assets from the acquisition of companies.  

The year-on-year increase in Financial Expenses stems from the combination of the following factors: (i) effect of inflation 

adjustment on Provision for Contingencies; and (ii) effect of currency exchange variation in the quarter. 
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In the year-on-year comparison, the increase in the Effective Income Tax and Social Contribution Rate is mainly related to: (i) the 

reduced utilization of R&D Tax Benefits due to the focus of the development team’s efforts on projects related to fiscal solutions 

in the period, for example: EFD-Reinf and E-Social; and (ii) taxes levied on income recorded overseas by Bematech Hardware 

The year-on-year increase in Adjusted Net Income is mainly due to the growth of Adjusted EBITDA, once that the decline in 

Amortization Expenses, was compensated by the increase on the negative Financial Result and the increase on the Income Tax 

and Social Contribution in this quarter, both previously discussed. The 17.2% drop from the previous quarter is largely due to the 

decrease in Adjusted EBITDA in the period.  
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CASH FLOW AND DEBT 

Free cash flow generation grew 20.1% year-on-year, chiefly due to the growth of Earnings before Income Tax and Social 

Contribution and the reduction in Working Capital Investments. In the quarter-on-quarter comparison, Free Cash Flow Generation 

increased 66.0%, especially due to: (i) the reduction in Working Capital; (ii) less interest payments due to the amortization of 

interest on Debentures in 1Q18; and (iii) lower level of investments on fixed assets.  

 

Net Debt declined 49.6% year-on-year and 23.5% quarter-on-quarter, despite the impact of the payment of Dividends and Interest 

on Equity on the financing flow in the quarter. With this reduction, Net Debt corresponded to 0.7 times Adjusted EBITDA in the 

last 12 months, the lowest level since 2Q15. 

 

GROSS DEBT AMORTIZATION SCHEDULE 
Gross Debt (loans + financing + debentures + obligations on acquisition of investments net of escrow deposits) totaled R$606.2 

million in 2Q18, against R$611.2 million in 2Q17. The balance of Cash and Cash Equivalents stood at R$394.5 million at the end of 

2Q18, which exceeds the sum of Gross Debts of the next 24 months. 
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OWNERSHIP STRUCTURE  
 

TOTVS ended 2Q18 with capital stock of R$1.041 billion, consisting of 165,637,727 common shares and free float of 71.4%. Free 

float is calculated as the total number of Company shares, excluding shares owned by Management and related persons, Fundação 

Petrobras de Seguridade Social (PETROS) and treasury stock. In 2Q18, 98.6% of the free float was held by institutional investors 

and 89.0% by foreign investors. 

 

 

 

 

 

 

 

 

 

 

 

 

ABOUT TOTVS 
Totvs, a provider of business solutions for companies of all sizes and which deals with management software, productivity and 

collaboration platforms, hardware and consulting, is the absolute leader in Latin America’s mid- and small-sized business market. 

With about 50% market share in Brazil, it was ranked by Interbrand as the 20th most valuable brand in the country. In Brazil, it has 

11 branch offices, 52 territories under franchise, 5,000 distribution channels and 10 development centers. Outside Brazil, it has 

seven branch offices and five development centers in the United States, Mexico, China, Taiwan and Russia. For further information, 

visit www.totvs.com 

 
This report contains forward-looking statements  that are based not just on historical facts but reflect the desires and expectations of TOTVS management. Words 

such as "anticipate", "wish", "expect", "foresee", "intend", "plan", "predict", "project", "desire" and similar terms identify statements that necessarily involve known 

and unknown risks. Known risks include uncertainties that are not limited to the impact of price and product competitiveness, the acceptance of products by the 

ƳŀǊƪŜǘΣ ǘƘŜ ǘǊŀƴǎƛǘƛƻƴǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎ ŀƴŘ ǘƘƻǎŜ ƻŦ ƛǘǎ ŎƻƳǇŜǘƛǘƻǊǎΣ ǊŜƎǳƭŀǘƻǊȅ ŀǇǇǊƻǾŀƭΣ ŎǳǊǊŜƴŎȅ ŦƭǳŎǘǳŀǘƛƻƴǎΣ ǎupply and production difficulties and 

changes in product sales, among other risks. This report also contains certain pro forma statements prepared by the Company exclusively for informational and 

reference purposes and are therefore unaudited. This report is updated to the present date and TOTVS is under no obligation to update it further to include new 

information and/or future events. 

  

http://www.totvs.com/
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ATTACHMENT I – INCOME STATEMENT 
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ATTACHMENT II – IMPACTS OF IFRS-9 AND IFRS-15 IN 1Q18 

  

On January 1, 2018, the new accounting standards issued by the International Accounting Standards Board (IASB) and the Brazilian Accounting Pronouncements Committee (CPC) came into force, causing the following 

changes: 

 

IFRS-9/CPC-48 – Financial Instruments: it establishes, among other requirements, a new model of impairment of financial assets by expected and incurred losses, replacing the previous model that considered only 

incurred losses based on default indicators. The application of this standard resulted in the additional allowance for doubtful accounts, based on the historical losses calculated for each tier of the aging list of the 

accounts receivable portfolio, including those falling due, combined with clients’ propensity to pay reported by credit protection institutions. 

 

IFRS-15/CPC-47 – Revenue from Contracts with Customers: it establishes new requirements for the recognition of revenue from contracts with clients based on the fulfillment of "performance obligations" (deliveries) 

and requires the deferral of incremental costs incurred in sale. The application of this standard resulted in the recognition of recurring maintenance and subscription revenues during grace periods, as well as the 

deferral of selling expenses and the accrual of provision for commissions as a way to “linearize” the result over the estimated life cycle of these contracts. The method for recognizing service revenues was also adjusted, 

calculating the Percentage of Completion (PoC) of projects based on costs incurred, as against updated estimates of total costs necessary for their conclusion. 
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ATTACHMENT III – BALANCE SHEET  
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ATTACHMENT IV – CASH FLOW 

 
 

 

 

 

 

 

 

 

 

 


