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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: 

There was no compensation in 2017. 

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 to 12/31/2018 

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 2017: 
Audit of the financial statements: R$ 1,050,000.00 
Review of software development environment controls (ISAE): R$ 
202,000.00 
Others: R$ 141,976.00 
TOTAL: R$ 1,393,976.00 
 

Replacement justification: N/A 

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

N/A 
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Name of the technical 
responsible: 

Luiz Carlos Marques 

Services provisioning period: Since 01/01/2017 to 12/31/2018 

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 approval of the Board of Directors, with the recommendation of the Audit 

Committee. 
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3. SELECTED FINANCIAL INFORMATION  

3.1. Financial information ς Consolidated 

 2017 2016 2015 

Net equity (in R$) 1,261,576,757.30 1,220,917,208.58 1,237,732,019.31 

Total assets (in R$) 2,493,624,898.34 2,443,910,955.95 2,662,075,365.77 

Net income (in R$) 2,227,326,563 2,183,784,381.98 1,908,736,897.73 

Gross income (in R$) 1,363,851,318.39 1,307,006,494.98 1,202,268,090.01 

Net income (in R$) 92,980,267.17 152,658,456.44 195,529,306.83 

Number of shares, ex-treasury 163,405,760 163,344,952 163,438,452 

Book value of the share (in R$) 7.72051583 7.474472 7.572796 

Net income per share (in R$) 0.569015 0.934577 1,196409 

Diluted earnings per share 0.56 0.93 1.19 

  
  

 
 

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$) 2017 2016 2015 

EBITDA 294,562 343,917 332,042 

EBITDA Margin% 13.2% 15.7% 17.4% 

 

The conciliation between these non-accounting measures and the financial statements follows below:    

Consolidated (in thousand R$) 2017 2016 2015 

Net Income 93,258 152,269 194,946 

Equity pickup 69 - 75 

Income and social contribution taxes 10,894 23,252 59,888 

Financial result 39,447 36,732 (26,526) 

EBIT (1) 143,668 212,253 228,383 

Depreciation / Amortization 150,894 131,664 103,660 

EBITDA (2) 294,562 343,917 332,043 

Net Revenue 2,227,330 2,183,786 1,908,737 

EBITDA Margin% (3) 13.2% 15.7% 17.4% 
 

(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 

ς That consists in the net profit for the period, plus taxes on income, financial expenses, net financial 

income and depreciation and amortization. 



 
 

14 
V1 

 
 (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 2017 or December 31,  2017 and the date of approval of the issuance of financial 

statements by the Company´s Board of Directors, which was February 05, 2018.  

The Company reported in its financial statements for the year ended December 31, 2017, 

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$ 2017 2016 2015 

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%) 4,649,013.36 7,632,922.85 9,776,465.34 

Profit retention in the 

capital budget 

32,543,093.51 54,237,526.81 58,658,792.13 

Percentages in  relation to 

total profits declared 

35.00% 35.53% 30.00% 

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) 12/31/2017 12/31/2016 12/31/2015 

Adjusted net profit  88,331,253.81 145,025,534.13 185,752,841.41 

Dividend distributed regarding the adjusted net profit   63.157895 63.157787 68.421053 

wŜǘǳǊƴ ǊŀǘŜ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ƛǎǎǳŜǊΩǎ ƴŜǘ Ŝǉǳƛǘȅ 4.422740 7.500476 10.268301 

Total dividend distributed  55,788,160.30 91,595,039.79 127,094,049.39 

Net profit retained  37,192,106.87 54,237,526.81 68,435,257.36 

Retention approval date 04/05/2018 04/20/2017 04/26/2016 

 
 Year ended 12/31/2017 Year ended 12/31/2016 Year ended 12/31/15 
Net profit retained 

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

Interest on capital 

Ordinary shares 32,912,246.64 
17,434,329.03 

10/06/2017 
05/09/2018 

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 

Mandatory dividend 

Ordinary shares 21,451,764.61 05/09/2018 36,552,933.04 05/10/2017 5,964,687.25 05/11/2016 

Other Dividends  

Ordinary shares 26,893,349.24 05/09/2018 43,897,908.95 05/10/2017 72,543,865.58 05/11/2015 

 

 

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 2017, 

2016 and 2015.    

 

3.7. Debt level 

(Consolidated - in R$) Fiscal year 12/31/2017 

Total amount of the debt of any nature 1,232,048,141.04 

Gearing Ratio  0.97659388 
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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 

  

 

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 deducted from the amount allocated to the legal reserve. 
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4. RISK FACTORS 

4.1. Risk factors description 

a) Risks Related to the Company 
 

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 clients needs and 

frequent improvements in user experience and the launch of new products. 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, clients 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 clients. In addition, standards for network protocols, as well as other standards 

adopted by the industry or for the Internet, are rapidly evolving. Therefore, TOTVS cannot guarantee that 

the standards on which it has chosen to develop new products will allow the Company to continue 

competing effectively, considering the characteristics of the business, regions, segments and scope of the 

installed portfolio. Any lack of advances in standardizing languages adopted, simplifying structures or 

ŎƻƴǾŜǊƎŜƴŎŜ ƻŦ ǎƻƭǳǘƛƻƴǎ Ƴŀȅ ŀŦŦŜŎǘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ōǳǎƛƴŜǎǎ ǎtrategy. 

 

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 security-related risks in transactions involving our products or services. 

Fraud protection is of utmost importance to final clients in our solutions. Such 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 
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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. 

 

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

Anyone who circumvent security measures of the Company and/or its suppliers could misappropriate 

proprietary information from the Company and/or its clients, or cause interruptions in services or 

operations of the Company and its clients. 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 clients or suppliers, which could disrupt the Company´s network or make it inaccessible to 

clients or suppliers. Security measures may be inadequate to prevent security breaches. In addition, the 

/ƻƳǇŀƴȅΩǎ 5ŀǘŀŎŜƴǘŜǊ ƛǎ ƭƻŎŀǘŜŘ ƴŜŀǊ ǘƘŜ /ŀƳǇƻ ŘŜ aŀǊǘŜ ŀƛǊǇƻǊǘ ƛƴ {ńƻ tŀǳƭƻΣ ŀ ǇƭŀŎŜ ǿƛǘƘ ǇƻǘŜƴǘƛŀƭ 

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 unavailability of the IT systems of the Company or its clients, generally for other reasons, 

which could adversely affect it business or operational results. 

 

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 encounters 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 

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. 

 

The Company may be subject to risks related to unauthorized or improper use of our intellectual and/or 

industrial property, software or hardware. 

TOTVS has 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 
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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 revenue depends substantially on revenue from software, license and subscription fees, 

maintenance and services, including hardware implementation, customization and consulting and 

revenue 

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 clients 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. 

 

TOTVS growth depends on 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 employment of key members of its senior 

management team. The loss of any key member of its senior management team could materially affect 

¢h¢±{Ω ōǳǎƛƴŜǎǎ ŀƴŘ ƻǇŜǊŀǘƛƻƴŀƭ ǊŜǎǳƭǘǎΣ ƛŦ ƛǘǎ ǎǳŎŎŜǎǎƛƻƴ Ǉƭŀƴ ŘƻŜǎ ƴƻǘ ǇǊƻǾŜ ŜŦŦŜŎǘƛǾŜΦ ¢h¢±{ ŀƭǎƻ ǊŜƭƛŜǎ 

on the continued service of qualified and key employees, who may have not been trained appropriately. 
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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 personnel. 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 clients 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 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 ōǳǎƛƴŜǎǎΦ Lǘ ǎŀƭŜǎ ǘŜŀƳ 

analyzes the status of all its product and service sales and estimates when a clients 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 clients 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 
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number of large software license transactions can cause its quarterly results to fall significantly short of 

its predictions. 

 

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 ƭƛŀōƛƭƛǘȅΣ 

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 ŜȄƛǎǘƛƴƎ ƻǇŜǊŀǘƛƻƴǎΤ ŀƴŘ όǾƛƛƛύ ƛǘ Ƴŀȅ ōŜ ǳƴŀōƭŜ ǘƻ ƻōǘŀƛƴ ǘƛƳŜƭȅ 

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 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 clients, which may affect our profit margins and our business. 

Additionally, if the price increase is passed on to our clients, 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 risks related to the provision of software implementation services, 

customer assistance and relationship to its exclusive franchises. 

²Ŝ ǳǎŜ 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 financial and operating losses for 

clients 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. 
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wƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƎƻǾŜǊƴŀƴŎŜ ŀƴŘ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ƛƴǎǘǊǳƳŜƴǘǎ 

The Company may not accurately measure the impact and vulnerability defined by the methodology for 

the management of strategic and operating risks. If the Company is unable to measure with sufficient 

information, the results of its strategies and decisions may be adversely affected or resolved upon. 

 

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 ecƻƴƻƳƛŎ 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. 
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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 

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 
 

The Company licenses from suppliers languages and/or technological platforms that could affect and/or 

fail to meet the delivery expectations according to the constant evolving product portfolio, and they 

may have technical specifications that depend on products and platforms, which could have an impact 

on technology convergence initiatives.  

The dependence on these suppliers and the absence of or flaws in mapping the priority of products and 

ǎƻƭǳǘƛƻƴǎ ŎƻǳƭŘ ŀŦŦŜŎǘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ Ŏƻǎǘǎ ƛƴ ƛǘǎ ŘŜŎƛǎƛƻƴǎ ǘƻ Ƴŀƛntain, discontinue or transform the 

technology, interfacing with processes, people and systems. However, the Company cannot ensure that 

its suppliers will follow the changes in the external environment, strategic objectives and propositions 

with disruptive solutions. 

 

Risks related to contractual breaches of our suppliers or if there is strike in customs and port services. 

Delay or failure on contractual obligations by suppliers may adversely affect our production, sales and 

hardware revenues.  

Thus, in case of noncompliance, the company cannot guarantee that will be able to replenish its inventory 

quickly. 

As a portion of our raw materials and/or components is imported, possible strikes may affect the services 

provided by customs and port authorities. The IRS can also affect the delivery of these materials by our 

suppliers.  

Ports are also subject to occasional strikes, including dockers and customs officials. 
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f) Risks related to clients 
 

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

a). 

If clients 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 clients 

to seek to reduce or delay future purchases or to purchase competitive products which are not Internet 

based applications. Clients 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 clients 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 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. 

 

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 clients and through business alliances with IT service providers such as our 

company, worldwide. Changes in pricing or increase in direct sales to clients by these companies could 

reduce our hardware sales. 

 

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

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 
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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) 
on the royalties paid to Th¢±{Ω ǇŀǊǘƴŜǊǎΣ ōƻǘƘ ƛƴ .ǊŀȊƛƭ ŀƴŘ ŀōǊƻŀŘΤ όƛƛƛύ ƻƴ ŎƻƳǇƻƴŜƴǘǎ ǳǎŜŘ ǘƻ ŀǎǎŜƳōƭŜ 
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. 

 
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. 
 
  

i) risks related to foreign countries where the Company operates 

TOTVS might face difficulties 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 ŜǾŀƭǳŀǘƛƻƴΣ 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). 
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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 
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 45.0% of the total operational costs and 
expenses in the year of 2017, 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 subscription and maintenance revenues, which 
represented 59.2% of 201сΩǎ total net revenues (which covered approximately 63.2% 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, 2017 and 2016 approximated their market values.  
 
¢ƘŜ ƪŜȅ Ǌƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴǎ ŀǊe related to the variations in the long-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, 2017, three different scenarios were defined. Based on the forecast by financial 
institutions, the CDI projection for December 2017 was obtained, averaging 6.89%, and was defined as a 
probable scenario (scenario I). From this, variations of 25% (scenario II) and 50% (scenario III) were 
calculated. 
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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, 2017, with a one-year projection 
to check the sensitivity of CDI to each scenario.  

 

 
* Balances as of December 31, 2017 

 
To check the sensitivity of the indexes to which the Company is exposed when estimating the debts as on 
December 31, 2017, three different scenarios were created. Based on TJLP and the IPCA rates in force on 
December 31, 2017, 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 2017. The reference date used for the financing and 
debentures was December 31, 2017, projecting the rates for one year and checking their sensitivity in 
each scenario. 

 

Operation 
Balances in 

2017 
Risk 

Probable 

Scenario (I) 
Scenario II Scenario III 

  Increase    

Financing Lines Hided ς BNDES R$302,022 TJLP (a) 6.75% 8.44% 10.13% 

Estimated Finance Expense 
 

 
R$ 20,386 R$ 25,491 R$ 30,595 

  Increase    

Debentures (R$ Thousand) 
R$65,614 IPCA (b) 2.95% 3.69% 4.43% 

 TJLP (a) 6.75% 8.44% 10.13% 

 R$203,524 CDI (c) 6.89% 8.61% 10.34% 

Estimated Finance Expense   R$ 21,141 R$ 24,993 R$ 28,866 

 
(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: 

 

Consolidated net exchange exposure on December 31, 2017 

Operation Balances in 2017 Risk 
Probable 

Scenario (I) 
Scenario II Scenario III 

Financial 

investments (R$ 

thousand) 
R$345,632 Reduction (CDI) 6.89% 5.17% 3.45% 

Financial Revenue   R$23,814 R$17,896 R$11,924 
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Company  
Accounts 
payable 

Cash and Cash 
Equivalents 

Accounts 
receivable 

Other 
assets 

Net 
exposure 

Currency 

Bematech Hardware  (2,930) - - - (2,930)  
Logic Controls Inc.  (2,476) 7,004 13,843 8,885 27,256 USD / CNY 

Bematech Ásia Co. Ltd  (18) 1,903 366 89 2,340 USD / TWD 

RJ Consultores México  (133) 41 760 48 716 Peso (MXN) 
CMNet Participações 
S.A. 

 
(1,444) 

1,245 
1,040 197 1,038 

EUR/ Peso (CHI 
and ARS) 

TOTVS México  (1,383) (3,005) 1,193 - 2,815 Peso (MXN) 

TOTVS Argentina  (2,982) 5,970 1,914 - 4,902 Peso (ARS) 

TOTVS Corporation  (159) 466 552 57,645 58,504 USD 

Total  (11,525) 19,634 19,668 66,864 94,641  

 

 

 

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, 2017 and 2016 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, 2017, the provision recorded for these claims is 

R$2,827thousand (R$13,879 thousand in 2016). 

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

 

(R$ Thousand) Provision for 
Contingencies 

    

 
2017  2016 2017  2016 

Tax   2,257   2,259  2,827   13,879 

Labor   73,762   54,513  78,945   58,816 

Civil   34,763   28,551  35,998   29,530 

  110,782  85,323 117,770  102,225 
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¶ 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$8,637 (restated as of Dec/31/2017). 

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$8,637. 

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): None 

 

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, 2017, 

the provision for these claims amounts to R$29,530 thousand (R$29,530 thousand in 2016). 

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$10,436 (restated as of Dec/31/2017) 

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$8,084 (restated as of Dec/31/2017) 

 

¶ 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:  

Plaintiff: Comercial Atacadista Luciana´s; 
Defendant: TOTVS S.A. 
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e. Amounts, assets or rights involved (R$ thousand): R$7,896 (restated as of Dec/31/2017) 

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$7,896 (restated as of Dec/31/2017) 

 

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$78,945 thousand on December 31, 2017 (R$ 

58,816 thousand in 2016). 

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, 2017, the amount discussed in these lawsuits, classified as a possible loss, amounts to 
Amount of R$137,140 thousand (R$ 163,310 thousand in 2016). 

 

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

b. Court Level: Lower Administrative Instance 

c. Date filed: 03/01/2013 

 

Nature  R$ Thousand)  

 Consolidate Company 

  2017  2016  2017  2016 

Tax  107,517 119,384 137,140 163,310 

Labor  127,544 94,069 161,978 143,842 

Civil  245,092 252,984 272,499 276,985 

  480,153 466,437 571,617 584,137 
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d. Parties to the case:  

Plaintiff: Federal Revenue Service;  

Defendant: TOTVS S.A 

e. Amounts, assets or rights involved (R$ thousand): R$11,613 (restated as of Dec/31/2017) 

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$18,368 (restated as of Dec/31/2017) 

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$15,791) 

Remote (R$2,577) 

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$24,627 (updated until 12/31/2017) 

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 

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 
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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: 10880.946778/2012-02 
a. Court: Federal Revenue Office; 

b. Court Level: 1st 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$10,836 (updated until 12/31/2017) 

f. Main facts: Administrative request for compensation of debts with negative balance of CSLL, but 

the compensations were fully glossed. It is awaited judgment by the first administrative instance of 

the manifestation of nonconformity. 

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$272,499 thousand on 

December 31, 2017 (R$276,985 thousand on December 31, 2016). 

¶ Case: 0001309-10.2009.8.26.0659 
a. Court: 1 st 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$145,850 (restated as of Dec/31/2017) 

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$3447); 
Possible (R$80,168); 
Remote (R$65,235) 

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. 
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i. Amount provisioned (R$ thousand): R$447 

 

 

¶ Case: 0025004-55.2008.8.11.0041 
a. Court: 10 th 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$14,171 (restated as of Dec/31/2017) 

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: 38 th 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$20,224 (restated as of Dec/31/2017) 

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 

labor claimsThe value of these shares was R$161,978 thousand on December 31, 2017 (R$143,842 

thousand on 2016). 
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¶ 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): 18,681 (restated as of Dec/31/2017) 

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: 1 st 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$11,165 (restated as of Dec/31/2017) 

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$ 1,019) 
Remote (R$ 10,146) 

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 

d. Parties to the case:  

Plaintiff: M. J. 
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Defendant: TOTVS S/A 

e. Amounts, assets or rights involved (R$ thousand): R$2,053 (restated as of Dec/31/2017) 

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: Remote 

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 

 

4.5. 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. 

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 and 
regulatory/compliance risks. 
 
This policy was reviewed by the Office of Internal Controls, Risks and Compliance, approved by the Board 

of Directors and published on 7/6/2017. It is revised every two years or years or whenever specific changes 

are made. 

 

The Risk Management and Internal Controls Policy is available on the Investor Relations website of TOTVS 

(http://ir.totvs.com.br/enu/by-laws-policies-and-charters). 

 
 

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: 
Risk Governance and Culture: the risk culture must be disseminated across all levels of the Company, and 

risk management and monitoring must not be an action exclusively taken by one executive or department. 

Managers are primarily responsible for the day-to-day management of risks related to their department or 

business process and for the dissemination of risk management culture among their team members, 

managing exposure to risks through defined action plans monitored by the Board of Directors.  

Risk, strategy and definition of objectives: the risk management strategy must include internal and 
external factors, as well as the impact of risks that may be in disagreement with the guidelines defined by 
the Company and may affect the achievement of business objectives and strategy. Identification, 
assessment and treatment: risks must be periodically identified, assessed, prioritized and documented in 
a structured manner so as to be adequately treated. 
  
Risks are categorized based on their nature and origin, in accordance with the Risk Categories. For this, 
the processes of identification, assessment and treatment of risks must be described. 
 
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. 
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i. Risks against which protection is sought 
 

The main risks to which the Company is exposed are: 

Strategic Risk: risks that affect the strategic objectives, considering the internal and external 

environment. 

Operational RiskΥ Ǌƛǎƪǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƻƴ όǇǊƻŎŜǎǎŜǎΣ ǇŜƻǇƭŜ ŀƴŘ ǘŜŎƘƴƻƭƻƎȅύ ǘƘŀǘ 

affect operational efficiency and effective use of resources. They may emerge in different situations, 

such as, for example, fraudulent acts, business interruption, misconduct of employees, flaws in 

contracts, resulting in financial and commercial losses, fines imposed by authorities and/or legal and 

reputational impacts. 

Financial Risk: it is associated with the exposure of the Company to financial/accounting operations 

and reliability of its balance sheet. It may materialize as a result of failure in managing the cash flows 

to maximize and generate operating cash flow, financial transactions results, funding/investments of 

cash, possibility of reporting financial, managerial and tax reports that are incomplete, inaccurate or 

not appropriate exposing the Company to fines and penalties. 

Regulatory/Compliance Risk: risks related to compliance with rules and laws, considering the laws 

that apply to operating segment and to legislation as a whole, both domestic and international 

(environmental, labor, civil and tax/fiscal). 

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. This process is monitored by the Internal Controls, 

Risks and Compliance Department. Improvement actions (action plans) are monitored and reported 

to the competent hierarchical levels at a frequency defined in accordance with the impact and 

vulnerability. 

Operational and Financial Risks: 

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. This process is monitored by the Internal Controls, 

Risks and Compliance Department. Improvement actions (action plans) are monitored and reported 

to the competent hierarchical levels at a frequency defined in accordance with the impact and 

vulnerability. 

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

identification. 
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- aƻƴƛǘƻǊ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ŀŎǘƛƻƴǎ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ōǳǎƛƴŜǎǎ ƻōƧŜŎǘƛǾŜǎΤ  

- Determine and validate the revision cycles of the risk control system and their efficiency;  

- Determine the risk appetite and tolerance;  

- Validate documents containing public information about the risk management model and 
transparency of the information provided to internal and external stakeholders;  

- Allocate the necessary resources for risk management.  
 

The Audit Committee should supervise the risk management in order to ensure that the methodology 

and control mechanisms adopted are 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, and ensure the financial policies are consistent with the strategic guidelines and risk profile 

of the business. 

The technical advisory committees of the Board of Directors, in turn, are responsible for monitoring 

and recommending the acceptance of responses to risks, help the Management define risk 

management guidelines, metrics to measure risk tolerance and appetite, monitor actions to 

implement mitigatory action plans and report their conclusions to the Board of Directors. 

The Internal Controls, Risk and Compliance Office is responsible for identifying, assessing, treating, 

monitoring and reporting strategic risks, tracking the status of Strategic, Operational, Financial and 

Regulatory (Compliance) Risks, proposing changes to the Risk Management Policy and submitting 

them for approval, drafting the Rules and procedures related to risk management and keep them 

updated, proposing and leading the implementation of operational procedures related to risk 

management in line with the guidelines defined by the Management, discussing the 

recommendations proposed by Risk Owners to minimize the risks of the company in line with the 

strategy and purposes defined, monitoring the actions to implement internal controls for risk 

management, consolidating the Company's risk assessment by preparing periodical reports and 

reporting them to the Board of Executive Officers, Audit Committee, Strategy and Technology 

Committee and Board of Directors, and raise awareness among managers about the importance of 

risk management and the responsibility of managers, employees, interns and other TOTVERS. 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. 

 

c. Adequacy of the operational structure and internal controls to verify the effectiveness 
of the policy adopted: 
 

The Company has a structure of Internal Controls whose activities involve mapping processes and 

helping identify risks (operational and financial risks, for example) and the respective controls that 

mitigate such risks, monitor and suggest improvements of internal controls by the operational areas 

and, finally, report any inconsistency or outdated designs of process flows, rules and procedures whose 

amendment may aggravate the controls environment. The internal control structure is periodically 
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assessed to check the efficiency of existing internal controls and influences resulting from potential 

changes in the Company's internal and/or external environment.  

 

¢ƘŜ Ǌƛǎƪ ǎǘǊǳŎǘǳǊŜΣ ƛƴ ǘǳǊƴΣ Ŏƻƴǘƛƴǳƻǳǎƭȅ ƳƻƴƛǘƻǊǎ ǘƘŜ Ǌƛǎƪ ŦŀŎǘƻǊǎ ƛŘŜƴǘƛŦƛŜŘ ǘƻ ǇǊŜǾŜƴǘ ǘƘŜ /ƻƳǇŀƴȅΩǎ 

exposure to risks from increasing and hindering business continuity. Improvement actions (action plans), 

as well as their effectiveness, are monitored to guarantee the achievement of the initial purpose, 

implementation deadline and efficient risk reduction. This assessment must be carried out once every 

six months for risks considered very high and high, and annually for medium and low risks. With regard 

ǘƻ ¢h¢±{Ω ǎǘǊŀǘŜƎƛŎ ǇƭŀƴƴƛƴƎΣ ŀ ǎȅǎǘŜƳƛŎ ǊŜǾƛŜǿ ƻŦ ǘƘŜ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇǊƻŎŜǎǎ ƛǎ ŎŀǊǊƛŜŘ ƻǳǘΦ 

 

In addition, the Company maintains a Code of Ethics and Conduct - CODEC, which was revised and 

approved by the Board of Directors on 3/2/2018. The document guides participants regarding behavior 

patterns aligned with the values and business strategies of the Company. It is a practical guide and 

should be used by employees in their daily interactions and decisions based on the Company's rationale, 

vision and way of being. Training on the Code of Ethics and Conduct is conducted periodically. 

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

participants to report ethical or behavioral deviation. The improvements made as a result of the 

determination of the 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: 
 

The Company has an Internal Controls structure, whose activities involve mapping processes and helping 

to identify risks (operational and financial risks, for example) and the controls that mitigate such risks, 
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besides monitoring and suggesting improvements for internal controls by the operational areas, Item 5.1 

- C. 

 

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 activities of the Internal Controls department are based on the mapping of the main risks and 

processes deemed relevant according to the strategic goals of the Company. 

If there are no controls or unsatisfactory controls to mitigate the existing risks, the impacts on the 

respective processes are identified and reported to the competent areas, so that an action plan is draw 

up to address the gaps found. The entire process of revision of controls and its results are reported to the 

Audit Committee of the Company. 

It is the responsibility of the Audit Committee of the Company to periodically monitor the identified gaps 

and the action plans developed by those responsible for the processes, with the objective of eliminating 

them and creating controls that mitigate such gaps. 

 

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

- Business knowledge; 

- Strategic goals of the Company; 

- Composition and nature of the financial accounts; 

- The possibility of losses resulting from errors and fraud; 

- Complexity in the transactions of the financial accounts; 

b. Organizational Structures Involved: 
 

As already mentioned in Item 5.1/ b)iii. 
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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  

a) If the issuer has integrity rules, policies, procedures or practices adopted to prevent, detect and 

remedy frauds and wrongful acts committed against the government, identify: 

 
i. the main integrity mechanisms and procedures adopted and their adequacy to the profile and risks 

identified by the issuer, informing how frequently risks are reassessed and the policies, procedures 

and practices are adjusted 

Through its Integrity Program, TOTVS adopts integrity mechanisms and procedures to prevent, detect and 

adequately deal with acts of corruption, fraud and wrongful conduct of any nature against the 

government of Brazil or any other country where the Company has operations. 
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The Integrity Program is audited annually by an external and independent audit firm that is qualified to 

identify possible inconsistencies in the program, as well as opportunities for improvement. The audit 

findings are reported to the Audit Committee and the respective action plans are monitored by the 

Management. 

Corporate Policies are approved by the Board of Directors of the Company and are revised every two 

years. Rules, Procedures and controls are revised annually, but they may be updated any time on account 

of changes in rules, procedures and the risk scenario. 

In 2017, the Company adopted a set of measures to strengthen its integrity mechanisms, among which 

are: (i) implementation and disclosure of the Policy for Commercial and Institutional Relations with Public 

Entities;(ii) workshops to train commercial teams that interact with public agents; (iii) e-learning training 

on Commercial and Institutional Relations with Public Entities;(iv) internal restructuring of the Public 

Sector Compliance cell; (v) review of the Code of Ethics and Conduct; and (vi) audit of the Integrity 

Program. 

With the focus on continuous improvement of the Integrity Program, the following lines of action were 

ŘŜǎƛƎƴŜŘ ŦƻǊ нлмуΥ όƛύ ƳŀǇǇƛƴƎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀǊŜŀǎ ǘƘŀǘ ƘŀǾŜ ŀƴȅ ƪƛƴŘ ƻŦ ƛƴǘŜǊŀŎǘƛƻƴ ǿƛǘƘ ǇǳōƭƛŎ 

agents;(ii) reformulation of the training on Code of Ethics and Conduct with the creation of specific 

modules considering risk exposure; (iii) keeping records of meetings with public agents; and (iv) 

reinforcement of the due diligence of suppliers. 

 
ii. the corporate structures involved in the monitoring of the operation and efficiency of internal 

integrity mechanisms and procedures, indicating their duties, whether their creation was formally 

ŀǇǇǊƻǾŜŘΣ ǘƘŜ ƛǎǎǳŜǊΩǎ ōƻŘƛŜǎ ǘƻ ǿƘƛŎƘ ǘƘŜȅ ǊŜǇƻǊǘ ŀƴŘ ǘƘŜ ƳŜŎƘŀƴƛǎƳǎ ǘƘŀǘ ŜƴǎǳǊŜ ƛƴŘŜǇŜƴŘŜƴŎŜ ƻŦ 

their leaders, if any 

The Risks, Internal Controls and Compliance Department, through the Internal Controls, Risks and 

/ƻƳǇƭƛŀƴŎŜ ŀǊŜŀΣ ƛǎ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ƛƳǇƭŜƳŜƴǘƛƴƎ ŀƴŘ ƳŀƴŀƎƛƴƎ ǘƘŜ /ƻƳǇŀƴȅΩǎ LƴǘŜƎǊƛǘȅ tǊƻƎǊŀƳΣ ǿƛǘƘ 

matrix reporting to the Audit Committee. The status of the actions is periodically reported to this 

Committee, which is responsible for keeping the Board of Directors informed on this matter. 

The Risks, Internal Controls and Compliance Department, within the scope of its duties and as established 

in the Corporate Compliance Policy, has functional independence and access to the information and 

documents necessary to perform the activities of the Company's Integrity Program.  

 
iii. if the issuer has any code of ethics or of conduct formally approved, indicating: 

 

¶ if it applies to all executive officers, Audit Board members, directors and employees and whether 

it also applies to third parties, such as suppliers, service providers, intermediaries and associates 

The Code of Ethics and Conduct applies to internal and external stakeholders that have any relationship 

with the Company. In the last quarter of the year, the Code was revised by the Company, considering 

aspects relevant to the current business scenario, as well as structural and language adjustments. The 

new Code was approved by the Board of Directors on March 2, 2018. 
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¶ if and how often executive officers, Audit Board members, directors and employees are trained 

on the code of ethics or conduct and on other standards related to this matter 

To provide employees with expertise and adequate training, the Company offered an e-learning training 

program on the Code of Ethics and Conduct, which includes a test and the issue of a certificate. The 

training should be revised annually. The same training is mandatory for third parties acting on behalf of 

the company, which is established in contracts. 

In line with said revision of the Code of Ethics and Conduct, the training was reformulated; its content and 

approach were updated, and it is scheduled for launch across the Company in the 2nd half of 2018. 

In addition, a specific training program on anticorruption is scheduled for 2018, intended for Directors 

and Executive Officers. It is focused on the scope of their work and on the Brazilian anticorruption law and 

as well as other standards and good practices applicable to this matter. 

¶ applicable sanctions in the event of violation of the code or of other standards on the issue, 

identifying the document where such sanctions are envisaged 

As established in the Code of Ethics and Conduct, any type of violation of its provisions subjects the 

offender to penalties that may range from disciplinary measures, such as warning, to termination with 

cause, in addition to appropriate legal action, as applicable. 

¶ body that approved the code, date of approval and, if the issuer discloses the code of conduct, 

websites where the document is available for consultation 

The Code of Ethics and Conduct was approved by the Board of Directors on 3/2/2018 and is available for 

Ŏƻƴǎǳƭǘŀǘƛƻƴ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ LƴǾŜǎǘƻǊ wŜƭŀǘƛƻƴǎ ǿŜōǎƛǘŜ ŀƴŘ ƻƴ ǘƘŜ ǿŜōǇŀƎŜ ƻŦ ƛǘǎ ŜǘƘƛŎǎ ŀƴŘ ŎƻƴŘǳŎǘ 

channel (www.totvs.com/eticatotvs).  

b) If the issuer has any complaints hotline, indicating, if so: 

 

¶ if the complaints hotline is internal or is managed by third parties 

The Company has an Ethics and Conduct Channel managed by an outsourced company.  

¶ if the hotline is open to receive complaints from third parties or if it receives complaints from 

employees only 

The Ethics and Conduct Channel is designed to receive complaints from employees and third parties such 

as suppliers, service providers and business partners.   

¶ if there are mechanisms to ensure anonymity and protect whistleblowers in good faith  

The Ethics and Conduct Channel enables complaints to be reported anonymously or not and ensures 

confidentiality of the information and anonymity of the person. 

¶ issuer's body responsible for investigating the complaints 

The Internal Audit unit of the Company is responsible for analyzing and investigating the complaints 

received, as well as reporting the applicable cases to the Ethics and Conduct Commission, which 

establishes the appropriates measures to be taken. 
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c) If the issuer adopts procedures in a consolidation, acquisition and corporate restructuring to identify 

the vulnerabilities and risks posed by improper practices of the legal entities involved.  

 
The Company adopts due diligence procedures for companies undergoing consolidation, acquisition and 

corporate restructuring. The process consists of an analysis of the environment performed by teams from 

independent audit firms, as well as a reputational analysis of the legal entities involved. The results are 

incorporated into an action plan that consists of synchronized actions with the plan for the merger of 

these companies. 

d) If the issuer does not have rules, policies, procedures or practices to prevent, detect and remedy 

frauds and wrongful acts committed against the government, identify the reasons why the issuer 

does not have any controls in this regard. 

Not applicable, since the Company does have rules, policies, procedures or practices to prevent, detect 

and remedy frauds and wrongful acts committed against the government. 

 

5.5. Comments on Significant Changes and Expectations 

Through the new risk management methodology established in 2017, the company started to attribute 

qualitative analysis to the risks considered strategic. The current prioritization considers those with the 

greatest impact and vulnerability of the controls environment and eventual materializations, which can 

be identified in the inserted position of the related risks of the company (item "a" of indicator 4.1). 

 

5.6. Other relevant information 

The Company did not identify any other relevant information related to the 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 
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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 

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.  
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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 

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. 
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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.  

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   

2017: TOTVS resumed its growth trajectory. Net revenue increased organically by 2.0%, driven by the 

34.3% growth in subscription revenue, which already accounts for 20.7% of total software revenue. This 

evolution in subscription is the result of the digital journey that TOTVS is going through which is 

increasingly transforming it into a subscription company. 

The year 2017 was marked by the launch of the artificial intelligence platform (Carol) designed to expand 

the analytical capacity and speed up the decision-making process in a business environment marked by 

ever-increasing volume of information and which is an institute whose mission is to connect startups, 

entrepreneurs and developers in order to create new business solutions. 

 

 

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

Not applicable. There was no such request. 
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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 ά{implify the Business worldέΣ ǘƘǊƻǳƎƘ Tools and Technology Platforms 
that generate Specialized Solutions in the core business of our clients. This solutions are commercialized  
and implemented in an agile and simple way by a capillary and digital Distribution and Business 
network, which structures allow us to integrate the Innovation Community and Developers into the 
TOTVS Ecosystem (more details of this business model will be presented throughout items 7.2 and 7.3). 

  

TOTVS operates in the development of software, in the provision of consulting, advisory services, 
exploitation of rights to use its own computer systems or third parties, including leasing of software and 
hardware, provision of data processing services, training and purchase and sale of computers, their 
accessories, peripherals and supplies, being able to import goods and services related to their main 
activity, franchising concession, retail trade of clothing and related articles and their complements, 
research activities and technological innovation, activity technical support in computer science, 
including installation, configuration and maintenance of computer programs and databases, provision of 
business management consulting services, data processing activities, hosting, portals, Internet 
information providers and services as well as well as participating in other companies as partner, 
shareholder or quotaholder. 
 
In short, the Company provides to the market business solutions for all sizes in 10 strategic market 
industries, that embraces integrated enterprise management software, productivity and collaboration 
platforms, data and intelligence platforms (or intelligent and collaborative platforms) and value-added 
services such as: consulting, infrastructure (hardware, operating systems, database and data center) and 
corporate education. 
 
TOTVS has over 7,800 direct employees and operates in 41 countries, with own branches in Brazil, 

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

b) Related info about a company of mixed economy 

Not applicable. The Company is not a mixed-capital company. 
 

7.2. Information on operating segments 

a) Traded products and services: 

PLATFORM SOLUTIONS 

Every day countless technologies emerge in the market. Big Data, Artificial Intelligence, 

Internet of Things are some of the most talked about, tested and used. ERP is the base of all 

these new technologies. ERP will always be present, at the core of all these technologies and 

as a fundamental pillar of all their processes and countless data integrations that come in their 

wake. 

Management systems have evolved, became platforms and must guarantee compliance ς of 

ōǳǎƛƴŜǎǎ ǊǳƭŜǎΣ ǘŀȄ ŀƴŘ ƛƴŦƻǊƳŀǘƛƻƴ ǎŜŎǳǊƛǘȅΦ Lƴ ǘƘƛǎ ǎŜƴǎŜΣ ¢h¢±{Ω ǎƻƭǳǘƛƻƴǎ ŀǊŜ ōŜƛƴƎ 
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transformed in open platforms with the goal of enabling integration with APPs and other 

market solutions. 

TOTVS ERP: ERP includes the essential and complementary processes for industrial 

management, integrating solutions tailored to each field of expertise covered in a productivity 

and collaborative platform. This core covers from administrative and financial Back Office, with 

full service on legislation, up to essential modules to put into operation any type of industry, 

such as engineering, inventory and costs and production planning and control. 

TOTVS HR: 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: support to legal requirements and payroll processes, benefits management, control of 

ŜƳǇƭƻȅŜŜǎΩ ǿƻǊk hours, workforce planning, talent attraction and retention, management of 

training, management by competences and monitoring results through indicators and action 

plans and development of strategic targets. 

TOTVS FISCAL: 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 It carefully oversees all 

history and operating process practiced by the taxpayer. With access to electronic documents 

(NF-e, NFS-e, NFC-e, Eventos e-Social, EFD Reinf, etc.), monthly recordkeeping (STATE GIAS, 

SINTEGRA, EFD ICMS IPI, EFD Contribuições, Periodical and Non-periodical e-Social, EFD Reinf, 

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, TOTVS also has the following solutions: 

TOTVS Tax Intelligence ς solution for audit and validation of tax obligations 100% cloud-based, 

ǿƘƛŎƘ ƛƴŎƭǳŘŜǎ ¢h¢±{Ω ŜƴǘƛǊŜ ǘŀȄ ǇƻǊǘŦƻƭƛƻ ŀŎŎŜǎǎƛōƭŜ ƻƴ ŀ ƎŜƻƎǊŀǇƘƛŎ ƳŀǇΤ  

Calendar of Obligations - support tool for management and monitoring of tax deliveries 

provided by TOTVS. 

TAF ς TOTVS Tax Automation - Specialized tax solution characterized by data and layout 

consolidation. It offers support to the 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. 
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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. 

TOTVS considers that ERP, Human Resources solutions and specialized segment-specific 

solutions should be categorized as the hard core of corporate information and around them 4 

other platforms further address the needs of clients. These include: 

Carol Data and Intelligence Platform: Carol is the quality data and artificial intelligence 

platform by TOTVS for interpreting data and recommending attitudes and actions. LǘΩǎ ǘƘŜ 

cognitive intelligence of TOTVS solutions.  It allows clients to improve ownership of data in 

companies and expand the analytical capacity and speed of decision-making in the face of a 

business environment with a growing volume of information, and also serves as a virtual 

assistant, answering questions and offering business insights. It uses Deep Learning 

techniques, Neural Networks, Genetic Algorithms and Machine Learning solutions to drive a 

transformation of the management of companies and their results, in a simple, assertive way 

and with solid qualification of data and business information, so that they can take advantage 

of opportunities created by the digital economy based on data, sharing and collaboration. It 

also has an infinite learning capacity as a strong feature as its API (Application Programming 

Interface) is open, which allows any person or company to teach it new skills and create other 

application models on top of Carol itself. 

Data and Analysis Platform TOTVS Analytics (by GoodData): Business analytics solution that 

ǇǊŜǎŜƴǘǎ Řŀǘŀ ƛƴ ŀ ǎǘǊǳŎǘǳǊŜŘ ƳŀƴƴŜǊΣ ŎƻƴǎƻƭƛŘŀǘƛƴƎ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƛƴŦƻǊƳŀǘƛƻƴ ƛƴǘƻ ŘȅƴŀƳƛŎ 

and intuitive dashboards that enable a very agile management of indicators and results, thus 

allowing for much safer decision-making. The tool is available 100% in the cloud, which means 

zero spending on infrastructure. It offers indicators and reports in a single place, in a practical 

and agile way, eliminating the need to access several different sources, already integrated to 

TOTVS ERP, with more than 300 reports and indicators ready and available. 

Productivity and Collaboration Platform fluig: Solution aimed at unifying systems, 

digitalization, simplifying processes and boosting productivity and businesses in a more fluid 

and intuitive experience. It is the evolution of productivity and collaboration solutions 

integrated into a single platform, which enables the creation and fruition of innovation project 

of companies, regardless of their legacy systems. fluig has a unique collaborative 

communication interface and stores all its content in the cloud, with mobility being part of its 

DNA. Users access the information safely, at anytime, anywhere and on any screen. Among its 

features, the platform provides tools for process modeling and management, portal and layout 

creation, document management, corporate social network creation, mall for buying and 

selling applications, management of identities and collaborative e-learning. 

BemaGo IoT Platform: Represents the positioning strategy in smart devices and complete IoT 

solutions, focusing on transforming data into consolidated information to generate business. 

bemaGo is a solution composed of an IoT gateway to which sensors that aim to quantify and 

qualify people are connected. The gateway is a smart device that communicates with sensors 
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over a wireless network of its own. Information collected by the sensors are handled and sent 

to the bema platform cloud, a smart environment with data storage and processing capacities 

so that these can be leveraged by the business, through dashboard that facilitate decision-

making, evolving to predictive analysis by using other innovations such as Artificial Intelligence 

(AI) and Machine Learning. 

SOFTWARE SOLUTIONS 

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. 

²ƛǘƘ ǘƘƛǎ ƛƴ ƳƛƴŘΣ ¢h¢±{Ω ǇƻǊǘŦƻƭƛƻ ƛǎ ƻǊƎŀƴƛȊŜŘ ƛƴǘƻ ǎǇŜŎƛŀƭƛȊŜŘ ōǳǎƛƴŜǎǎ ǎƻƭǳǘƛƻƴǎ ŦƻǊ ǘŜƴ 

segments: Agribusiness, Construction and Projects, Distribution and Logistics, Education, 

Financial Services, Legal, Manufacturing, Healthcare, Service and Retail, as well as solutions for 

Small and Micro Businesses.  

¶ AGRIBUSINESS 

TOTVS has specialized solutions for the agribusiness segment that cover the value chain of the 

following sub-segments: Sugarcane, Crop Production, Grain Origination, Seed Processing and 

Cotton Processing. Solutions that help clients overcome the major challenges of this segment 

in their essential processes.  

Management of activities and resources: Efficient management of purchases and inventory 

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

ǿƛǘƘ ƻǇǘƛƳǳƳ ǳǘƛƭƛȊŀǘƛƻƴ ƻŦ ȅƻǳǊ ŎƻƳǇŀƴȅΩǎ ǊŜǎƻǳǊŎŜǎ ǎǳŎƘ ŀǎ ŜǉǳƛǇƳŜƴǘΣ ǇŜƻǇƭŜ ŀƴŘ ƛƴǇǳǘǎ 

employed. 

Traceability: Guaranteed traceability of production and inputs used in the process, in addition 

to compliance with tax, social and regulatory requirements of the segment. 

Economic and financial management: Management of production costs among the steps in 

the production process, 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. 

Mobility:  Reduction of time to receive information and assurance of higher quality in field 

information records.  
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Origination and Processing: Origination of grains with guaranteed traceability in the process 

from field to silo, where, later, processing is done to turn a primary product into an 

industrialized product with a higher value. TOTVS solution guarantees optimum storage to the 

producer, which is an essential stage in the ŎƻƳƳƻŘƛǘȅΩǎ Ŧƭƻǿ ǘƻ ƛƴŘǳǎǘǊȅΣ ǘƘŀǘ ƛǎΣ ŘǊȅƛƴƎΣ 

processing and storage.  

Core solutions:  

TOTVS PIMS Multicrop Rural Production - Solution for managing a multiple crop production 

chain. Enables the production of quality raw material with high productivity, management of 

production costs and to ensure compliance of processes and products aligned with regulatory 

requirements; everything connected quickly and securely and integrated with TOTVS ERP 

solutions. 

TOTVS PIMS Sugarcane ς Solution for planning agricultural management, programming its 

resources, operation, logistics and raw material acquisition, and controlling all contracts and 

service orders in the field. It operates on calculations of productive areas and those 

appropriate for planting, identifying places that need renovation and generating information 

to begin Crop Planning. 

TOTVS Agro Mobile ς In control of all steps of the production process, from soil to harvest, the 

TOTVS Agro Mobile solution enables the user to input field data, phytosanitary information, 

operations by equipment, inputs deployed, quality of operations, among others, sending the 

necessary information to the agricultural system for processing and returning indicators for 

mobility. 

TOTVS Grain Origination - 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: Management of the entire processing of cotton before it reaches 

textile industries. 

TOTVS Seed Processing: Control over the processing of commercial seeds of grains and cereals, 

with safety and traceability of product handling and its entire documentation process.  

¶ MANUFACTURING 

It is one of the key operating segments of TOTVS, in which best Industry 4.0 concepts and 

practices are applied to solutions and technologies. Its suite of products serves eight major 

specialty groups: Extraction and Processing; Pulp and Paper; Chemicals and Recycling; 

Metallurgy and Plastics; Capital Goods; Durable Goods; Consumer Goods; Textile and Apparel.  

In order to develop solutions focused on the essentials of this segment, we consider the 

following value proposition: 

Lean manufacturing: Flexibility and speed for increasingly customized products with variable 

production scales and batches and greater differentiation, as well as application of Lean 
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Manufacturing concepts, such as continuous improvement, increase in efficiency, productivity 

and cost reduction. 

Automated manufacturing: Synchronization of the supply chain, applying Industry 4.0 

concepts such as digital capture of data and content, collaboration and sharing of information, 

machine-machine communication, mobility and connectivity with sensors (IOT) for better 

performance in all industry processes. 

Sustainable manufacturing: 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.  

Core Solutions:  

TOTVS DPR ς The product developer systematically separates the previous processes involved 

in the creation of a new product, and also manages its innovation.  Every launch, release or 

new version is made available for production and sale only after it is released and approved by 

the team responsible. 

TOTVS APS ς TOTVS APS brings speed in production planning and the ideal process flow by 
evaluating the machines and material resources required for the demand placed, whether 
arising from orders, sales forecasting or even the production master plan. The goal is to 
generate the best delivery schedule possible in each work line of the plant, optimizing cash 
flow, and at the same time increasing customer satisfaction with deliveries on schedule. 

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 Lǘ Ƴŀƛƴǘŀƛƴǎ ǘƘŜ ŀǾŀƛƭŀōƛƭƛǘȅ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŀǎǎŜǘǎΣ ǎǳŎƘ ŀǎ ƳŀŎƘƛƴŜǊȅ 
and equipment, reducing shutdown times and the costs of corrective maintenance, as well as 
increasing operator safety. It also manages maintenance processes, tasks and deadlines, as 
well as the technical team. Its extension for Fleet Management enables management and 
ǎŀǾƛƴƎǎ ǿƛǘƘ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƳƻǘƻǊǇƻƻƭΦ  

TOTVS Environmental Management ς It focuses on establishing more efficient processes that 
generate less waste and surplus material and on the application of policies aligned with 
environmental agencies. Implementing it paves the way to obtain recognized environmental 
certifications such as ISO 14001.   

TOTVS COMEX ς Executes functions in operations, documentation processes and complete 
import, export and drawback managerial and financial processes. 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.  
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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 purchase orders electronically, with the best performance 
indicators of the procurement team.  

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 This is the electronic Just-in-Time model suggested by Lean Manufacturing. 
The goal is the ideal consumption of inputs and components for production. The electronic 
Kanban replaces physical cards with virtual ones for visualization and control in real time. 
These cards trigger alerts on the correct moment for production and replenishment of items 
in quantities and times necessary to keep the line operating in a continuous flow.  

 

¶ LOGISTICS 

TOTVS has specific solutions for the Logistics segment that meets the challenges faced by 
operators of logistics, ports and customs facilities and carriers. 

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 ƎŜƴŜǊŀǘƛƴƎ ǘƘŜ άǇŜǊŦŜŎǘ 
ƻǊŘŜǊέΣ ōȅ ŀǇǇƭȅƛƴƎ technologies such as sales force automation (SFA), customer relationship 
management (CRM), supplier management, marketplace, sales management and credit 
analysis. 

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 indicator 
tools (BA), 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. 

Logistic visibility: Visibility and traceability in logistics operation through logistics monitoring, 

KPIs (GoodData), native management panels and document tracking.  

Core solutions: TOTVS TMS ς Automates the management of cargo carriers, increasing fleet 

productivity to reduce lead time and optimize demand planning. 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 
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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 
ǎŜǊǾƛŎŜ ƭŜǾŜƭΣ ƻōǘŀƛƴ ǘŜŀƳΩǎ ǇǊƻŘǳŎǘƛǾƛǘȅ ƛƴŘƛŎŀǘƻǊǎ ŀƴŘ ƛŘŜƴǘƛŦȅ ǇƻǎǎƛōƭŜ ƻǇŜǊŀǘƛƻƴŀƭ 
bottlenecks, leading to reduction in stock and inventory levels. 

TOTVS OMS ς Agile management of distribution and dispatch operations, with consolidation 
and smart sequencing of sales orders and deliveries, fully integrated with the financial module 
through accounts receivable. 

TOTVS GFE ς Management and control in contracting and audit of outsourced fleet, optimizing 
the levels of quality, efficiency and timeliness in cargo dispatch and receipt. 

TOTVS WMS (logistics operator) ς Management and control of storage of third-party products 
(client/bailor). Using radio frequency technology, it automates and optimizes activities of 
human and physical resources, matching their activities to the service order generated and in 
receipt, checking, storage, orders, segregation, dispatch and shipment processes.  

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 Management of 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. Enables recording of information 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. 

Logistical Cockpit ς Complete suite to manage logistics planning and execution, seeking 

optimization and cost reduction. Among the planning functions, cargo assembly considering 

the best routes (routing), vehicles, logistics and commercial restrictions, logistics grid (synergy) 

and physical placement of cargo stand out. Execution control includes logistics monitoring 

(integration with vehicle trackers) and delivery management. The tool also has the Collect & 

Deliver app for field operation by drivers. 

 

TOTVS Mastersales ς Complete Commercial Intelligence solution that combines SFA (Sales 

Force Automation) and CRM (Customer Relationship Management) features. The tool allows 

for the inclusion of sales orders through mobile devices, both on- and off-line. It controls 

commercial representatives, visiting schedules and sales targets.  It manages margins and 

results. It has built-in management indicators and predictive analyzes. CRM performs the 

complete management of customers, opportunities (leads) and after-sales. It has functions 
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that are intuitive and based on maps and graphs. It also has different access profiles, for 

operational (execution) and managerial (planning and management) levels.  

 

¶ RETAIL 

Comprehensive management solutions for retailers, which include automation of 
administrative processes to finalization of sale at the point-of-sale (checkout), including 
pricing, RFID, grid management and mix, with information security and integrating store 
management, credit management, mobility, e-commerce, inventory management solutions. 
Offerings are available for the following retail sub-segments: Management of Car Dealerships, 
Franchise Networks, Drugstores, Supermarkets, Magazines and Department Stores, and 
Construction Materials.  
 
Speed and experience: Faster 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, e-commerce and mobility 

ǘƻ ǘƘŜ ǊŜǘŀƛƭŜǊΩǎ th{Φ 

Core solutions:  

TOTVS Balancing inventories ς Management of inventories with the focus on increasing 

turnover and reducing stockouts to ensure lower inventory costs and reduction of revenue 

losses. All this with indicators to estimate demand and guidelines about what, when, how 

much and where to replenish, with high successful rates.  

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.  

TOTVS DMS - Solution for management of car dealerships, which includes features such as 

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; and complete back 

office including accounting, taxation, billing, purchase, payroll, fixed asset and business 

intelligence (BI). 

TOTVS E-COMMERCE PLATFORM - Flexible e-commerce platform, easily managed and 100% 

cloud-based aimed at B2C and B2B. Its benefits include price flexibility; autonomy in products 

sold; promotions and important dates; multistores; mobile commerce; marketplace. 

TOTVS Retail Commercial Management - 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 
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categories, brands and collections. All this supporting pricing processes, interstore transfers, 

and purchase and distribution control.  

TOTVS POS - Storefront solution that fully complies with legislation. Integrated with ERP and 
agnostic, has a centralized environment and sales monitor with high usability, and a 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); audit of prices and shelves; Finance; Tax; 
Accounting; CRM; Managerial information; Mobility solutions (RF); Integration with storefront 
and other TOTVS solutions. 

TOTVS RMS MOBILITY ς Process solution with Mobile Technology for distribution center 

routines. Depends on RMS Retail Management Full or Fit product. Generates receipt of goods, 

inventories, price and shelf audit, production order, returns from customers; mobility (RF); 

addressing, segregation, audit of addresses, checking and dispatch. 

TOTVS RMS B2B Portal - Web-based solution for supplier relations, supporting strategic 

information on supply, price management and finance. Workflow of products, promotions and 

tabloids; schedule of visit and delivery; management of current account, finance and viewing 

of managerial information. 

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. 

¶ DISTRIBUTION 

WinThor Distribuidor: Day-to-day control and management of wholesale distributors, 

providing support to organize and rationalize logistics resources, the numerous processes and 

departments of companies. 

WinThor Medicines: Solution to meet specific requirements and particular legislation of the 

pharma-hospital segment, with the integration of its operations and processes and resulting 

in efficient and safe management. 

WinThor WMSΥ /ƻƳǇƭŜǘŜ ƳŀƴŀƎŜƳŜƴǘ ƻŦ ƎƻƻŘǎ ǎǘƻǊŜŘ ƛƴ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ƛƴǾŜƴǘƻǊƛŜǎΦ bŀƳŜŘ 

Warehouse Management System or Warehouse Management System, it is an important tool 

ƛƴ ŀ ŎƻƳǇŀƴȅΩǎ ƭƻƎƛǎǘƛŎǎ ŎƘŀƛƴΣ ŀǎ ƛǘ Ƙŀǎ ǇǊŜ-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.  

Radio-frequency Module: Enables the use of radio-frequency technology without the initial 

investment for implementation of a WMS. Its use creates more security in logistics operations, 
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greater accuracy in receiving and separating goods, increasing the warehouse operational 

teamΩǎ ǇǊƻŘǳŎǘƛǾƛǘȅΣ ǊŜŘǳŎƛƴƎ ǘƘŜ Ŏƻǎǘǎ ƛƴǾƻƭǾŜŘ ƛƴ ƳƻǊŜ ŎƻƳǇƭŜȄ ǇǊƻŎŜǎǎŜǎΣ ǎǳŎƘ ŀǎ ǊŜŎŜƛǾƛƴƎΣ 

separating sales orders and inventory.  

WinThor RFID: Complete, optimum and simpler control of entry and exit of goods and 

preparation of inventory in minutes with radio frequency identification (RFID) tags.  

MyFrota: Cloud-based solution for vehicle and equipment fleet management in an easy and 

agile manner. It optimizes fleet efficiency through control over maintenance of vehicles and 

their parts, directly reflecting in reduced costs. 

WinThor Goods Imports: Management of processes involving purchase and entry of imported 

goods. Control of orders (invoice), shipment, inputs (customs clearance) and transportation of 

goods, feeding data on costs and stocks of products. It enables clients to generate tax import 

expenses (DI) and managerial expenses for cost calculation. 

¶ SERVICES 

TOTVS has solutions tailored to the following sub-segments: Service Providers, Passenger 

transport, Utilities and Public sector. Solutions that help clients to overcome the main 

challenges in the segment, such as operational control, relationship and qualified manpower. 

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 ς Full control of the entire process of the company providing qualified 
manpower, with management of opportunities through sales pipeline, budgeting and technical 
inspection with traceability, safe execution of contracts with higher profitability. From the 
operational point of view, it allows for the management of shifts in the operation desk, 
contracts, information on entry/departure, and employee working hours. Also useful for 
companies with armed surveillance, in which controlling weapons, vests and ammunition is 
part of the processes. The module has 2 mobile applications for operational control, of check-
in / check-out of service clerks and supervisors, which prevents frauds and enables preemptive 
control of potential absences at workstations. In addition, the sales team can monitor the 
status of lead generation in the mobile app, and the contract team can monitor its contracts 
and measurements. 
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Equipment Rental Management - Management of rentals of light, medium and heavy 
equipment that includes segregation, availability for reservations, simple shipments and 
materials held by third parties, considering the possibility of human resources management 
and related costs, in addition to maintenance and assembly of equipment. 

Passenger Transport Management - Solution for regular passenger transport management 
that includes features such as the 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 

 

TOTVS has specific solutions for the construction, projects / special services, development and 

engineering and design sub-segments. 

Mobility:  Integration, interconnection and mobility for the construction site, with project 

management readily available and real-time access to its activities, 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 

ŀƴŘ ƎŜƴŜǊŀǘƛƻƴ ƻŦ ŀŎŎƻǳƴǘƛƴƎ ŜƴǘǊƛŜǎ άǘƻ ƛƴŎǳǊΦέ !ƭƭ ǘƘƛǎ ǿƛǘƘ ƳǳƭǘƛǇƭŜ ǊŜǾƛǎions to monitor 

sales, budget 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 Management of the entire life cycle of a project, with 

access to rapid budget, dynamic planning and monitoring of performance and costs to ensure 

margin and quality of projects. It also enables calculation of cost, preparation of bill of quantities, 

as well as control and allocation of resources. 
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Base TCPO ς Solution that speeds up budgeting and makes it more agile and assertive, with the 

import of TCPO structures and offer of an online update of input prices by region.  (C&P ς PINI 

Partner) 

TOTVS Purchase and Billing ς Integrated with TOTVS Construction and Projects, it allows the 

increase of productivity with the inclusion and maintenance of moves, quotation map and approval 

workflow, facilitating purchase management with efficient control over inventories and billing.  

TOP Mobile ς TOP Mobile enables collection of data in loco, with access to 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 Maintenance planning and control. 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 for development contract management that enables monitoring 

and access to inventories and portfolio, contractual amendments, termination of contracts and tax 

obligations. 

TOTVS Financial Management ς Integrated with TOTVS Developed, it allows efficient control of 

receivables, bank communication, negotiation and cash flow, and also default analysis and control 

through indicators for decision-making. 

PVI (Property Sales Portal) ς Control over sales strategy of developers, from prospect service to 

execution of contract, with total management 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 IƴŦƻǊƳŀǘƛƻƴ ƳŀƴŀƎŜƳŜƴǘ ǇƻǊǘŀƭ ƻƴ ŎǳǎǘƻƳŜǊǎΩ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴΣ ǿƘƛŎƘ 

offers the following services: issue of payment slips, consultation of contracts, definition of rules 

and information on financial transfer from customer to construction company and call center about 

the property. (C&P ς PROTOS Partners) 

ω EDUCATION 

TOTVS has specific solutions for elementary education, higher education and continued education 
sub-segments.  

 
Attracting students: Selection portal and CRM tools for management of entry of students, actions 

disclosure actions, online enrollment and monitoring of the admission processes.  

Management of delinquency: Smart management of receivables with real-time analysis of 

indicators, from service contracts, grants and agreements, and availability of invoices through the 

portal, mobile devices and SMS to flexibilization of receipt and negotiation.  
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Student retention: Agility and flexibly in academic, teaching and administrative management, 

generating real-time information, with indicator analysis, projections of behavior and use of 

Artificial Intelligence algorithms through portals and mobility. 

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 Education: Integrated control of academic management and costs of the institution, from 

ŎƻǳǊǎŜǎ ŀƴŘ ǎȅƭƭŀōƛ ǘƻ ǘƘŜ ǎǘǳŘŜƴǘǎΩ ŀŎŀŘŜƳƛŎΣ ǇŜŘŀƎƻƎƛŎŀƭ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ƭƛŦŜ ŎȅŎƭŜΣ ŀǎ ǿŜƭƭ ŀǎ 

ƳŀƴŀƎŜƳŜƴǘ ƻŦ ŦŀŎǳƭǘȅΩǎ ŀŎǘƛǾƛǘƛŜǎΦ 

TOTVS Financial Management: Integrated with Education Management, it allows efficient control 

of receivables, bank communication, negotiation and cash flow, as well as default analysis. 

TOTVS Selection Process: Management of entrance exam processes, including the cycle of 

attraction of candidates, financial management, space control, resources, tests and activities, and 

effective student enrollment. 

TOTVS Library Management: Control of Library catalogue, integrated with TOTVS Education and 

TOTVS Financial Management, with real-time management of 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: Module with 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. 

ω LEGAL 

TOTVS understands the reality of legal service chain and helps law firms and legal departments to 
work with flexibility and agility, maintain themselves up to date, through specialized scalable 
solutions that control operations, reduce costs, improve customer relations and, consequently, help 
the handling of new cases. 

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

 
 
Core solutions:  

For Law Firms ς Sisjuri v12 

Front-office - {ƻƭǳǘƛƻƴ ŀǾŀƛƭŀōƭŜ ŦƻǊ ƳƻōƛƭŜ ŘŜǾƛŎŜǎ ǘƘŀǘ ŎƻƴǎƻƭƛŘŀǘŜǎ ŀƴŘ ŎŜƴǘǊŀƭƛȊŜǎ ŀƭƭ ƻŦŦƛŎŜΩǎ 

significant work data in Outlook, with access and management performed 100% through email. It 

offers access to the modules Timesheet, Enrollment, Expenses, Processes, Preliminary Invoice, Fee 

List, Commitments, Progress, Publications, Correspondents and Agenda. 

Back-Office: Solution tailored to law firms, which enables the calculation of the profitability of 

professionals and results, contribution margin of teams, service pricing and determination of 

contracts, among other relevant issues. 

TOTVS Legal Docs: A document management system (DMS) tool that simplifies and optimizes 

document management, with easy access to files according to their content. It organizes file 

versions, turns files into official documents, provides history of prints and downloads and identifies 

document destinations, that is, if accessed or downloaded through USB flash drive, external hard 

drive etc. 

For Legal Departments 

TOTVS Legal - Management of lawsuits and monitoring of the work performed by partner law firms. 

It optimizes the issuance of provision and contingency reports and offers statistical indicators for 

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. 

GoodData: 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: Handling of requests for drafting and revision of contracts, with 

more dynamic control and real-time information on number of pending, late and concluded 

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

Legal Task - App available for Android and iOS that displays online and offline the deadlines 

scheduled in TOTVS Legal, featuring cancellation of deadlines, check-in and check-out to hearings, 

inclusion of text and audio notes, attachment of pictures and integration with location and contacts 

apps. 

Legal Process - App available for Android and iOS to check lawsuits in the TOTVS Legal database, 

displaying detailed information such as summary of the lawsuit, claims of the lawsuit, status, 

provisions by lawsuit or claim, among others. 
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Integrations with ERP: Intelligent reduction of work and more agility from the integration 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. 

Artificial Intelligence ς Through the Carol platform, developed by TOTVS, statistical models and 

algorithms may be created for anticipated analysis of the probability of winning a case, from 

defining the best attorney and/or correspondent attorney to handle the case, among other 

possibilities. 

Outsourcing for Legal Departments ς Management of procedural information, including issuance 

ƻŦ ǎǇŜŎƛŦƛŎ ǊŜǇƻǊǘǎ ƻƴ ǘƘŜ ǇƻǊǘŦƻƭƛƻǎ ƻŦ ŎƭƛŜƴǘǎΩ ŎŀǎŜǎΣ ǊŜƎƛǎǘǊŀǘƛƻƴ ƻŦ ƭŀǿǎǳƛǘǎκǇǊŜƭƛƳƛƴŀǊȅ 

injunctions; complementation and revision of procedural information according to the current 

stage of the case; management of payment of judicial deposits, adverse judgments, settlements, 

charges, court costs and income tax; classification of lawsuits by area of law; registration of claims, 

contingency by claim and parties involved, probability of loss or success; contingency management 

on TOTVS Legal; management and organization of documents; closing of lawsuits and analysis of all 

pending matters, among others. 

¶ HEALTH 

TOTVS develops specific solutions for the health segment to improve clinical performance and 

compliance and to generate sustainable financial results for medical offices, clinical centers, 

hospitals of any size and health plan providers, and TOTVS is a leader is this segment. 

 Core solutions:  

TOTVS Hospital Management and Clinical Centers ς Excellence in management, efficient control 

of costs and processes and full integration with various sectors. Provides real-time indicator 

scenarios that enable managers to take the best decision and contribute to the economic and 

sustainable development of the institution. 

TOTVS Medical Offices ς A 100% SaaS solution for the market of small and medium medical offices. 

It includes the main administrative and assistance procedures physicians need to perform their 

activities and has a specific and integrated electronic medical record for various medical specialties. 

TOTVS Control of Hospital Infection ς Management of quality of service rendered by healthcare 

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

Protection Code (CDC). This solution is integrated with TOTVS systems or any other market system. 

TOTVS Hospital Costs Management -  

Management of effective results of hospital activities by service, input, fees and agreement. It 

provides subsidies for negotiation and pricing of procedures (packages), statement of managerial 

results and contribution margin.  

TOTVS Healthcare Plan Management (GPS) ς Product tailored to the Medical Cooperatives market, 

which manages coverage, waiting period and duration of contracts, default, adjustment and billing 

of monthly payments, and also controls authorizations, recording, disallowances and payments of 

medical bills. 
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TOTVS Health Plan Operators (PLS) ς Product that manages and controls costs of Health Plan and 

Dental Operators, Dental Plan Operators, Self-Management, Group Medicine and Insurance 

Companies, with information and agile indicators to facilitate decision-making. 

TOTVS Fast Analytics ς TOTVS business intelligence platform for data analysis and generation of 

indicators, integrated with TOTVS solutions or any other market system. It has more than 130 

preestablished indicators and is innovative due to its capacity for 100% cloud-based operation with 

low maintenance cost. 

TOTVS fluig - TOTVS platform for smart communication and management of processes and 

documents. It helps health institutions obtain and maintain quality certifications and manages 

structured and non-structured content by knowledge and process, considerably increasing the 

control over access and distribution of information. 

TOTVS Carol ς TOTVS business-oriented platform for artificial intelligence and machine learning. It 

can process large volumes of information and find patterns of behavior in data; it focuses on the 

traceability of frauds, generating insights and actions for top management to improve its internal 

processes. 

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 the entire investment operation (assets and liabilities) on 

premises and in the cloud, for the administration, distribution, management and custody of funds 

and investment portfolios. Subsegments served: Managers of Funds, Securities Dealerships 

(DTVMs), Real Estate Brokerage, Custody Agents, Controllers, Private Pension Entities, Family 

Offices, Investment Managers, Investors and Non-Resident Investors and Investment Clubs. The 

solution is also integrated with the principal market agents.  

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, Social 
Security Entities and Development Agencies. 
  
Cards: It manages the operations of Private Label cards - from attraction of new clients, possible 
implementation of a credit limit policy in conjunction with credit score, SPC, SERASA and Internal 
Risk, as well as the process to authorize transactions, whose payments may be in installments or 
by invoice. The platform also enables operational control for organizations that have branded 
cards with a processing company. It also offers the option of digital cards, whose operations are 
controlled by clients, without the need to issue a physical card. 
  
Core Banking: It operates all the processes of a bank in the financial segment, for individuals or 

legal entities. It operates from the attraction of clients, such as financial analysis (credit limit, to 

evaluation of the various types of loans (Loan, Vendor, Compror, BNDES Financing), as well as 

payment flows and accounting. It complies with the regulations of the Brazilian Financial System. 
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The Platform also offers products for opening of checking accounts, time deposits, management of 

guarantees, suretyship, and other features. 

¶ MICRO AND SMALL BUSINESS 

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 is created by specialists from each 
segment: small retailers, small industries, service providers and medical offices. 
 
Manufacturing ς Integrates the main areas of the company, speeding up the flow of information 
and enabling quick access to the data required for management.  
 
Retail ς Complete automation for the point of sales of micro and small businesses. The solution 
comprises management systems and equipment, all integrated and at affordable cost, simplifies 
compliance with tax obligations and is cloud-based, which simplifies purchase and installation. 
 
Health ς TOTVS solution for medical offices and clinics, which provides quick and effective clinical 
and financial management.  
 
Services ς Solution that enables control of cash flow, taking into consideration purchase and sale 
orders, control of service orders, with allocation of resources and products, control of inputs and 
outputs per cost center and profit center, and expenses and revenues by financial category. 
 
Bemacash ς Integrated software and hardware solution for micro and small businesses, enabling a 
complete point of sale (POS) to the customer and suitable for tax legislation 

 

Solutions in Provision of Services 

SOFTWARE IMPLEMENTATION: TOTVS implementation team deploys only solutions sold by the Company 

using the TOTVS 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. 

CLOUD COMPUTING ς Hosting of TOTVS solutions in its own or third-party data center, including a 
comprehensive range of value-added services, such as environment preparation, provision of 
infrastructure, hardware (servers), operating system, database, on-demand productivity tool, email 
servers, website hosting, applications, technological environment management, backup management and 
monitoring, fine-tuning of databases; monitoring of links and servers. 

 

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 Standard or 
customized content ŀŎŎƻǊŘƛƴƎ ǘƻ ŎƭƛŜƴǘϥǎ ǎȅǎǘŜƳΣ ŀǘ ¢h¢±{Ω ƻǊ ŎƭƛŜƴǘϥǎ ŦŀŎƛƭƛǘƛŜǎΦ 



 
 

70 
V1 

 
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 ǘǊŀƛƴƛƴƎ ƻŦ 
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. 

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. 

CONSULTING: TOTVS Consulting is a strategic business management and information technology 

consulting team, based in São Paulo, Rio de Janeiro and Belo Horizonte, and operating throughout Brazil 

and abroad. 

Business management consulting services are grouped as follows: 

Management - Organizational Restructuring; Shared Services Center (CSC); and Project Office (PMO). 

Strategy - Strategic Planning; Management by Guidelines; Business Case; and Budget Planning. 

Processes - Modeling and Process Improvement (MMP); Integrated Process Management (GIP); and 

Operating Excellence. 

Personnel - HR Structuring; Management by Competencies; Performance Management; Career and 

Remuneration; and Change Management. 

IT consulting services offerings are grouped as follows: 

Strategy - IT Master Plan (PDTI); Governance (ITIL, COBIT); and Software Selection. 

ERP Deployment with Focus on Management, Business, and Integration layers - PMO (Project 

Management); Process Modeling (Blueprint); Communication and Training (Change Management); 

Integrated Tests (Management); Data Development and Migration (Management); and AMS (Application 

Management and Support). 

BEMATECH HARDWARE SOLUTIONS 

Leader in the commercial automation hardware market, Bematech supplies devices that meet all the 

needs of the point of sales. It is recognized for the quality of its products and the technical assistance 

network that ensures excellence in post-sales services. Among other products, the company offers: 

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 computers ς All-in-one touch-screen computers developed to make customer service more 

agile and user-friendly.  
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Money drawers - Drawers designed to organize and simplify sales ledger and customer service activities 

with special design.  

Receipt printers - For printing of invoices, tags, tickets, authentication of documents, among others. 

Check printers ς Dynamically prints checks and documents, increasing productivity at the time of sale. 

Tax printers ς For printing of tax receipts, in compliance with the legislation of each State. 

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 ς Registration of information through a keyboard or scanner or scale. It serves retail clients 

that need to speed up data input into server. 

Self-service Terminal - Electronic service terminals for consultation, issue of passwords and purchases, 

which makes customer service more modern and agile.  

SAT - Device that generates electronic invoice in compliance with the tax laws of the State of São Paulo.  

 

ōΦ ǊŜǾŜƴǳŜ ŦǊƻƳ ǘƘŜ ǎŜƎƳŜƴǘ ŀƴŘ ƛǘǎ ǎƘŀǊŜ ƛƴ ǘƘŜ ƛǎǎǳŜǊΩǎ ƴŜǘ ǊŜǾŜƴǳŜΥ  

The presentation of information by operating segment is consistent with the internal report provided to 

the Ƴŀƛƴ ƻǇŜǊŀǘƛƻƴŀƭ ŘŜŎƛǎƛƻƴ ƳŀƪŜǊ ŀƴŘ ǘƘŜ /ƻƳǇŀƴȅΩǎ aŀƴŀƎŜƳŜƴǘ ŜǾŀƭǳŀǘŜǎ ǘƘŜ ōǳǎƛƴŜǎǎ ƛƴǘƻ ǘƘǊŜŜ 

business units: software, services and hardware. Information on the results of each reportable segment 

is in the table below: 

 Software  Services  Hardware  Total 

 2017 2016  2017 2016  2017 2016  2017 2016 

            

Net Revenue 1,484,362 1,397,747  508,549 541,848  234,419 244,191  2,227,330 2,183,786 

  (-) Costs (218,686) (207,824)  (496,784) (506,545)  (148,006) (162,409)  (863,476) (876,778) 

  (+) Government subsidy - -  - -  6,275 10,639  6,275 10,639 

Net Income 1,265,676 1,189,923  11,765 35,303  92,688 92,421  1,370,129 1,317,647 

  (-) Research and 
Development 

(343,361) (315,309)  - -  (13,732) (11,237)  (357,093) (326,546) 

Contribution Margin 922,315 874,614  11,765 35,303  78,956 81,184  1,013,036 991,101 

 

Between 2015 and 2017, the five revenue lines of the Company (License Fees, Maintenance, Subscription, 

Services and Hardware) accounted for the net revenue as follows: 

 2017 2016 2015 

Licenses 7.5% 7.7% 12.6% 
Maintenance 45.3% 45.8% 48.1% 
Subscription* 13.8% 10.5% 7.4% 
Services 22.8% 24.8% 29.2% 
Hardware* 10.5% 11.2% 2.7% 

 

* Comprises all revenues related to commercial models in which there is no ownership transferring of license fees.  
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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 

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. 
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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. 

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.  

The Company also 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. 

The TOTVS structures currently focused on research, development and innovation are: 

R&D CENTERS ς {ǇŜŎƛŀƭƛȊƛƴƎ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ мм ǎǘǊŀǘŜƎƛŎ ƻǇŜǊŀǘƛƴƎ ǎŜƎƳŜƴǘǎΣ ǘƘŜ centers have experts 

who understand the specific challenges and needs of each segment, translating them into solutions that 

are innovative and aligned with the core business of our clients. Each center has teams specializing in 
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product and development, support, customer service and relations, services (implementation and 

others). 

 

UX LABS ς Located in São Paulo, it is manned by a team of researchers and designers solely dedicated 

to exploring market trends and improving the user experience of our solutions and services through 

constant research and field studies with clients. At the Lab, projects are guided by the design thinking 

approach and involve empathy, collaboration and creativity, with the aim of constantly streamlining 

processes and reviewing the interfaces and navigability of our products. 

 

iDEXO (Exponential Ideas) ς It is a nonprofit institute located on an area spanning 1,300 sq. m. at the 

TOTVS head office premises in São Paulo. It promotes entrepreneurship and innovation based on co-

innovation among startups, entrepreneurs and developers. Conceived on the open innovation platform 

model, and with the potential to host up to 40 startups simultaneously, the initiative connects 

companies to entrepreneurs to create new business solutions and support them in their delivery to the 

consumer. The institute identifies innovative ideas with the potential for adoption and exponential 

growth, helping startups to structure business models and connect their solutions to the market.  

 

TOTVS LABS USA ς Innovation Center located in Silicon Valley (California, USA) focused on creating 

disruptive solutions in line with the latest technology trends in Big Data, Mobile, Social Media and Cloud. 

TOTVS Labs also seeks to identify new business and startup models, establishing strategic partnerships 

and transferring knowledge to other business units of TOTVS. The main technologies worked on at the 

Labs involve Artificial Intelligence, 3D Printing, Robotics, Virtual Reality and Augmented Reality. 

 

TOTVS has consolidated its leadership of the ERP market in the medium and small enterprise segments. 

Investments in research and development, which amounted to more than R$1.2 billion over the last 5 

years (approximately 13%-16% of net revenue), were essential for TOTVS standing out from competition 

by bringing innovative solutions power by proprietary technology and by providing value-added services. 

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.). 

Overall, the Company has 10 research and development centers in Brazil and 5 research and 

development and technological cooperation centers abroad (Mexico, United States, Taiwan, China and 

Russia). 

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 
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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 

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 

ƭƛƳƛǘǎ ǇǊŜŘŜŦƛƴŜŘ ōȅ ¢h¢±{ύΣ ŀƴŘ ǇǊƻǾƛŘŜ ǘǊŀƛƴƛƴƎΣ ŘŜǇƭƻȅƳŜƴǘ ŀƴŘ ŎǳǎǘƻƳƛȊŀǘƛƻƴ ƻŦ ǎƻƭǳǘƛƻƴǎ ǘƻ ŎƭƛŜƴǘΩǎ 

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: 
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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 

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: 
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i. description of relations with suppliers ς whether they are subject to government control 

or regulation ς identifying the agencies and applicable laws: 

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. 
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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 

 

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 
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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. 

 

7.6. Relevant revenues from abroad 

a) ǊŜǾŜƴǳŜ ŦǊƻƳ ŎƭƛŜƴǘǎ ƛƴ ǘƘŜ 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 clients in each of the other countriŜǎ 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 from other countries and its 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 2017 in 2018. This report will be available on CVM 

(http://www.cvm.gov.br/) and on the Investor Relations website (http://ir.totvs.com/ ).  

In 2017, TOTVS published its  Integrated Report prepared in the unaudited GRI (Global Reporting Initiative) 

for the year 2016. This report is available at the CVM (http://www.cvm.gov.br/) and On the Investor 

Relations website (http://ri.totvs.com/). 

http://ir.totvs.com/
http://ri.totvs.com/
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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. 

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. 

http://ir.totvs.com/
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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 32,000 students were qualified. Today, IOS has 10 units in Brazil. 

 

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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9.2. Information complementary to item 9.1.b: 

The Company has more than 500 trademarks in various classes, between (i) registered and (ii) deposited 

but not registered, in Brazil and abroad.  

In addition, the Company has approximately 75 trademark applications in the Instituto Nacional de 

Propriedade Intelectual - INPI (National Intellectual Property Institute). 

BRANDS 

Events that may cause loss of brands´ rights 

According to article 142 of Law No. 9,279, 1996 , other events may cause the loss of brand rights, among 

them, the expiration of the term, without being made an application for renewal in due time (1 year 

before the respective registration); by waiving, total or partially, by the holder; and the expiration, at the 

request of any person with a legitimate interest, if after five years of the grant of the registration, if the 

use of the brand has not been initiated in Brazil, or if the use has been interrupted for more than five 

years. In addition, the registration may be declared invalid by the INPI, ex officio or upon third-party 

proposition, if the registration is granted in violation of applicable law. Finally, it is impossible to lose the 

rights to the brand in the judicial sphere.  

 

Consequence of the loss of the brands´ rights 

The loss of rights over the brands causes the impossibility of preventing third parties from using identical 

or similar brands to indicate competing services or products, since the holder ceases to retain the right to 

exclusive use of the brand, which would harm the communication between the Company and its target 

audience. There is also the possibility of the holder to be sued in criminal or civil court for improper use 

in the event of infringement of third party rights. 
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Events that may cause the loss of rights of deposited but not registered brands  

The main event that may cause loss of rights of the deposited, but still not registered brands, is the 

rejection of registration by INPI. INPI is responsible for deciding on the brands in Brazil. It can reject a 

brand registration request by third party proceedings, if it intends founded. 

 

Consequence of loss of rights of deposited but not registered brands 

If the INPI rejects the registration of such brands, the Company may be sued in criminal or civil court for 

improper use in the event of infringement of third party rights. 

 

PATENTSThe Company has 90 patents, between (i) registered and (ii) deposited but not registered, in 

Brazil and abroad.  

 

Events that may cause loss of rights 

The main event that may cause loss of rights of the deposited but still not registered patents is the 

rejection of registration by INPI. INPI is responsible to decide on the registration of patents in Brazil. They 

can reject a patent registration request or by third party proceedings, if it intends founded. 

 

Consequence of loss of rights 

If the INPI rejects the registration of such patents, the Company may be sued in criminal and civil court 

for improper use of a patent and violation of third party rights, and incur costs to pay royalties to such 

third parties.
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10. a!b!D9a9b¢Ω{ /haa9b¢{  

10.1. 9ȄŜŎǳǘƛǾŜ ƻŦŦƛŎŜǊǎΩ ŎƻƳƳŜƴǘǎ ƻƴΥ 

a) overall financial position 

2017: Net revenue increased organically by 2.0%, and totaled R$2,227.330 million, driven by the 34.3% 
growth in subscription revenue, which already accounts for 20.7% of total software revenue. 
 
Net income decreased 38.8% in the year, mainly due to a 14.4% reduction in EBITDA and a 14.6% increase 
in depreciation and amortization expense. The decrease in EBITDA was mainly caused by the combination 
of the following factors: (i) the more than proportional increase in commercial expenses due to the 
transition to the subscription model; (ii) the growth of general and administrative expenses, mainly due to 
the adjustment of inflation of costs and the additional expenses with the integration of the operations of 
companies acquired in previous periods; (iii) the decline in services income due to the reduced allocation 
of professionals; (iv) the decline in contribution margin from hardware, especially on account of the decline 
in fiscal printer sales and less tax subsidy. The growth in depreciation andamortization expenses is mainly 
due to the: (i) start of depreciation of assets in the new facilities (e.g. new headquarters in São Paulo); and 
(ii) infrastructure investments for the Cloud operation. 
 
In 2017, the Company had net debt of R$322,344 million, a decrease of 32.7% when compared to the 
previous year. The reduction in net debt is a consequence of the 56.7% increase in free cash generation 
which was positive by R$308.3 million, mainly as a result of (i) the reduction of 92.3% in working capital 
investments; and (ii) the reduction in fixed and intangible assets in the period, due to the investments 
related to new facilities in 2016.  
 
The information regarding the Company's liquidity in 2017 are detailed in item 10.1.c. 
 
2016: Net revenue totaled R$2,183.786 million, a growth of 14.4% over the previous year. This growth was 
mainly a result of the consolidation of 2 months of Bematech's results in 2015, compared to a 12-month 
consolidation in 2016. When considering the 12-month Bematech result in 2015, net revenue decreased by 
3.5%, mainly because of the reduction of revenues from license fees and services. 
 
Net income decreased 21.9% in the year, mainly because of the combination of the decrease of net revenue 
and the increase of costs and expenses. The reduction in net revenue is mainly due to: (i) the reduction in 
license fee revenues mainly due to the transition to the subscription model and the reduction of the 
Brazilian economic activity; (ii) the growth in subscription sales, which add less revenue in the short term 
due to deferred revenue recognition; and (iii) the lower allocation of software implementation teams. The 
increase in costs and expenses reflects mainly the salary adjustments made during the year and the 
investments in the portfolio integration and customer services. 

 
In 2016, the Company presented net debt of R$479.174 million, compared to R$451.925 million in 2015. 
The increase in net debt, despite the net operating cash generation of R$260,508 million, is mainly due to 
the reduction of R$211.643 million in cash, reflecting mainly the partial amortization of the principal 
amount of the financing line hired by TOTVS from BNDES in 2013 and amortization of R$48.000 million 
referring to the balance remaining of the principal amount of debentures issued by the Company in 2008.  
 

2015: The Company maintained its historical growth of revenues in 2015, growing 7.7% in net revenues, 
with emphasis on the growth of 35.1% in subscription recurring revenue. Net income decreased 25.8% in 
2015, mainly due to the decrease in EBITDA in the period, a consequence mainly of: (i) the decrease in 
license fee revenue in the year; (ii) the higher share of subscription sales, which add less revenue in the 
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short term due to deferred revenue recognition; (iii) the lower allocation of implementation software 
teams; (iv) the IGP-M (inflation index used to adjust recurring revenues) being significantly lower than IPC-
A (inflation index closer to cost inflation) during 2015; (v) the additional provision for contingencies 
amounting to R$59.022 million and (vi) additional costs with employee termination regarding the costs and 
expenses structure adjustments carried out in the second half of 2015, amounting to R$12.902 million. 
 
It is important to emphasize that the increase in net revenues and the decrease in profitability in the period 
are also a result of the consolidation of the results of November and December of Bematech. 
 
In 2015, the Company presented net debt of R$451.925 million, compared to net cash of R$67.924 million 
in 2014. The change in net debt is mainly due to the payment of R$473.586 million to the former 
shareholders of Bematech, related to corporate restructuring with TOTVS. 
 
The information regarding the Company's liquidity in 2015 are detailed in item 10.1.c. 
 

 
 

b) capital structure and possibility of share or quota redemption, indicating: 

 

The Company finances its operations through equity and financing lines. 

In 2017, the ratio of gross debt and net equity was 56.2%, compared to 56.8% in 2016. This variation 

resulted from a 2.2% increase in gross debt lower than the 3.3% increase in shareholders' equity in the 

period. 

In 2017, the ratio between gross debt and the total assets of the Company was 28.5%. The ratio between 

shareholders' equity (equity) and total assets was 50.6%. 

In 2016, the ratio of gross debt and net equity was 56.8%, compared to 71.0% in 2015. This variation is 

mainly due to the partial amortization of the principal amount of the financing line taken by TOTVS from 

BNDES in 2013 and amortization of R$48.000 million referring to the balance remaining of the principal 

amount of the debentures issued by the Company in 2008. 

In 2016, the ratio between gross debt and the total assets of the Company was 28.4%. The ratio between 
shareholders' equity (equity) and total assets was 50.0%. 
 
In 2015, the ratio of gross debt and net equity was 71.0%, compared to 56.3% in 2014. This variation is 
mainly due to (i) the increase in long-term loans and financing of the Company, as a consequence of: (i) the 
inflow of R$181.055 million from the BNDES financing line contracted by TOTVS in 2013; and (ii) the issuance 
of 2,170,656 TOTVS common shares, as part of the corporate reorganization with Bematech, which resulted 
in an incǊŜŀǎŜ ƛƴ ǎƘŀǊŜƘƻƭŘŜǊǎΩ Ŝǉǳƛǘȅ ōȅ wϷунΦпус ƳƛƭƭƛƻƴΣ ƻŦ ǿƘƛŎƘ wϷмпΦтун Ƴƛƭƭƛƻƴ ǿŀǎ ŀƭƭƻŎŀǘŜŘ ǘƻ 
capital stock and R$67.703 million to capital reserve. 
 
In 2015, the ratio between gross debt and the total assets of the Company was 38.8%. The ratio between 
shareholders' equity (equity) and total assets was 54.7%. 
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c) payment capacity in relation to the financial commitments 

The Company has been fully capable to comply with its financial commitments, since its operations 
generate cash and its loans are basically granted to clients on a short-term basis.  
 
Part of its liabilities and receivables derive from the sales and implementation of software, which are 
rendered in the countries where these they are sold.  
 
The Company keeps a conservative investment profile and currently does not operate in the risk and/or 
derivative markets.  
 
2017: The Company issued simple debentures, non-convertible into shares, pursuant to CVM Instruction 
476, in the amount of R$200.0 million, for the purpose of using for working capital, investments in the 
corporate purpose and / payment of debts. The Company ended the year with a net debt position, at the 
ratio of 1.1x EBITDA (EBITDA - Income before Financial Income, Income Tax and Depreciation / 
Amortization), and its current liquidity ratio at 1.7, 11.8% over the previous year, indicating the 
maintenance of good financial health of the company to honor its short-term obligations. When analyzing 
the general liquidity ratio of 1.1 in 2017, it is possible to verify the capacity to discharge the Company's 
long-term commitments.  
 
2016: The Company did not hire relevant financing lines in 2016, and ended the year with a net debt position 
of 1.4x LTM EBITDA (EBITDA ς Earnings before interest, taxes, depreciation and amortization), with current 
liquidity ratio of 1.5, which reinforces the maintenance of the good financial health to honor its short-term 
obligations. The overall liquidity ratio for 2016 was 1.0 in the year, compared to 1.0 in 2015 and 1.4 in 2014. 
Despite the reduction in the general liquidity index, it is possible to verify the Company´s capacity to settle 
long-term commitments. 
 
The reduction of liquidity ratios in 2016 is mostly a consequence of the reduction of R$211,643 million in 
cash, mainly due to the partial amortization of the principal amount of the financing line taken by TOTVS 
from BNDES in 2013 and amortization of R$48.000 million referring to the balance remaining of the principal 
amount of the debentures issued by the Company in 2008. 
 
2015: The Company did not hire relevant financing lines in 2015. In the third quarter, there was the inflow 
of R$181.055 million from the BNDES financing line contracted by TOTVS in 2013. The Company ended the 
year with a net debt position of 1.4x LTM combined EBITDA (EBITDA - Earnings before interest, taxes, 
depreciation and amortization) of TOTVS and Bematch, and with current liquidity ratio of 1.8, which 
reinforces the maintenance of the good financial health to honor its short-term obligations. The overall 
liquidity ratio for 2015 was 1.0 in the year, compared to 1.4 in 2014. Despite the reduction in the general 
liquidity index, it is possible to verify the Company´s capacity to settle long-term commitments. 
 
The reduction of liquidity ratios in 2015 is mainly due to (i) the reduction of the Company's gross cash in 
the period, mainly impacted by the payment of R$473.586 million to Bematech's former shareholders 
regarding the corporate reorganization with TOTVS; and (ii) the increase in gross debt, mainly reflecting the 
inflow of R$181.055 million from the BNDES financing line contracted by TOTVS in 2013. 
 
 

d) financing sources for working capital and investments in non-current assets 
 

2015 to 2017: the working capital and investments in non-current assets were predominantly financed by 
resources from financing lines provided by BNDES and debentures issued by the Company, as detailed in 
item 10.1.f.i. 
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e) financing sources for working capital and investments in non-current assets to cover 
liquidity deficiencies 

The Company currently does not have liquidity deficiencies. If, in the future, there is the need to 

seek financing linesfor working capital or investments in non-current assets, the Company con: (i) 

hire loans and financing lines from private banks or (ii) issue debt securities, such as debentures. 

It is also worth mentioning that the Company, despite not having liquidity deficiencies, has pre-

approved financing lines with private banks that can be hired in the very short term, totaling 

approximately R$700.000 million.  

f) indebtedness levels and characteristics of these debts, also outlining:  

i. relevant loan and financing agreements 
¢ƘŜ /ƻƳǇŀƴȅΩǎ ƭƻŀƴǎ ŀƴŘ ŦƛƴŀƴŎƛƴƎΣ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ ōŀƭŀƴŎŜ ƻŦ ŜŀŎƘ ƻƴŜ ŀǘ ǘƘŜ ŜƴŘ ƻŦ ŜŀŎƘ ǇŜǊƛƻŘΣ ŀǊŜ 
demonstrated in the table below. Note that this information is consistent with the notes 16 (Loans 
and Financing) and 17 (Debentures) of 2017 Financial Statements: 

 
  

   Consolidated (R$ in Thousand) 

 Annual financial charges  2017 2016 2015 

      
BNDES PROSOFT TJLP+1.5% a 1.52% p.y.  296,565 451,214 594,285 
BNDES PSI 3.5% a 4.0% p.y.  36,701 55,170 69,194 
Financial Lease 15.12% a 17.24%  63,454 44,017 - 
BNDES Social TJLP p.y.  1,560 2,386 3,182 
BNDES Inovação TJLP + 0.52% p.y.  3,897 5,347 5,053 
BNDES EXIM 5.5% a 8% p.y.  - 1,523 2,457 
BNDES Internacionalização UMBND+1.82% p.y.  - - 2,380 
FINAME 7% p.y.  - 1,008 697 
Secured accounts and other    379 1,076 1,061 

Loans and financing   402,556 561,741 678,309 
      
Debentures 1st series IPCA+3.5% p.y. limited to TJLP+1.5%   - - 24,737 
Debentures 2nd series TJLP+1.5% p.y.  - - 24,737 
Debentures Single Series CDI+2.25% p.y.  - 31,877 45,384 
Debentures Single Series 105.95% CDI  203,524   
Premium due to non-conversion   65,614 58,784 49,428 

Debentures   269,138 90,661 144,286 
      
Total   671,694 652,402 822,595 
      
Current    224,056 208,123 239,429 
Non-current     447,638 444,279 583,166 

 
 
 

 
The amounts recorded in non-current liabilities at the end of each period have the following maturity 

schedule: 

 Consolidated (R$ in Thousand) 
  2017  2016  2015 

2016  -  -  - 
2017  -  -  211,401 
2018  -  188,658  209,331 
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2019  226,466  251,453  157,194 
2020  221,172      4,168  5,240 

  447,638  444,279  583,166 

 
Leasing: The Company and its subsidiaries have several operating lease agreements for its branches, as well 
as its current head office, in addition to sheds for the plant and warehouses. These lease agreements have 
an average duration between 5 and 10 years, being each of them renewable at the end of the lease period 
at market rates. 
 
BNDES: On September 13, 2013, the Board of Directors approved the loan from of R$658.501 million, which 
has an amortization period of 72 months, including 24 months of grace period for the principal amount, 
released as proof of completion of investments, and divided into three sub-credits, as described below: 
 
Sub credit "A" the amount of R$596.835 million, which bears interest of 1.5% per year above the TJLP, to 
be invested between 2013 and 2015 on the development of the qualitative solutions offered by TOTVS, in 
the range of the BNDES - PROSOFT; 
 
Sub credit "B" the amount of R$58.466 million, which bears interest of 3.5% per year, to be invested in the 
development of its platform named "fluig", in the range of the BNDES Program of Investment Supporting, 
Subprogram Innovation and Machinery and Efficient Equipment; 
 
Sub credit "C" the amount of R$3.300 million, which bears TJLP, to be invested in corporate social 
responsibility projects to be performed by TOTVS. 
 
In October 2013, the first installment, for R$250,000 million, was made available to the Company. In 
November 2014, the second installment, for R$227.647 million, was also made available. In September 
2015, it was available the final amount of R$181.055 million. 
 
Bematech, a subsidiary of TOTVS, contracted loans from BNDES, such as BNDES Prosoft, BNDES Capital 
Inovador, BNDES Internacionalização and FINAME, in the total amount of R$76.767 million. After the 
reorganization with TOTVS, BNDES authorized, on October 23, 2015, that TOTVS was included as a 
guarantor of these loans. In addition, these loans and financing does not have collateral. 
 
Debentures TOTVS - 2008: On August 19, 2008, shareholders approved raising R$200,000 through the issue 
of up to 100,000 Units, represented by Brazilian Depositary Receipts, with each Unit comprising two non-
detachable debentures, one of which is 1st series convertible and the other is 2nd series convertible. 
 
On August 26, 2009, in order to break down the mode of calculation of the: (a) remuneration of debentures 
convertible into shares of both series of the 1st private issǳŜ ƻŦ ǘƘŜ /ƻƳǇŀƴȅ όά5ŜōŜƴǘǳǊŜǎέύΤ όōύ ǇǊŜƳƛǳƳ 
due to non-conversion of Debentures; (c) conversion percentage; (d) premium over price in the event of 
mandatory conversion of Debentures, the Company executed the 2nd amendment to the private deed of 
the 1st issue of debentures. 
 
1st series debentures are paid based on the IPCA (Brazil's Extended Consumer Price Index) price increased 
by 3.5% interest p.a., limited to TJLP increased by 1.5% p.a., annually payable on August 19. 2nd series 
debentures are paid based on the TJLP increased by 1.5% p.a., half-yearly payable on February 19 and 
August 19. 
 
The Company will pay pro rata temporis remuneration owed up to the effective payment day, under the 
circumstances: (i) possible debenture conversions; (ii) scheduled amortizations; (iii) early maturity; and (iv) 
final maturity or settlement of debentures. 
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The Units could have been compulsorily converted into common shares of the Company, if from the date 
of its issuance on, the weighted 360 days of the Company's shares average price, calculated on the trading 
floors on the Stock Exchange of São Paulo and calculated on the date of the Units, in each period, was 
greater than the volume-weighted average of the Company's share price, also calculated at the Bovespa 
trading sessions, the period from June 6 to August 31, 2008 ("base period"), plus a premium of 50% of the 
weighted value of the shares of the said period, during the first three anniversaries of the debenture, 
dropping to 46,0%, 42,0% and 40,0% in subsequent years. For purposes of calculating the weighted value 
of shares of the base period, the historical values were updated based on indexes defined in the 
bookkeeping of debentures and updated based on the geometric mean between IPCA + 12,0% and + 9,0% 
TJLP for the number of days accrued between the date of determination and the date of issue. 
 
If the valuation reached the conditions described above, debenture holders could have converted the 
debentures, and the mandatory conversion could only occur after 2 years from the date of issue, i.e., August 
19, 2010, up to 15.0% of the debentures issued up to 30.0% in 2011 up to 45.0% in 2012 and by 60.0% in 
2013. Once the described conditions were met, the Company mandatorily converted 60% of the debentures 
into shares. 
 
Thus, the Board of Directors approved, within the authorized capital of TOTVS, the issuance of common 
shares, nominative and with no par value share, and consequently increased the share capital of TOTVS as 
follows: 

 
 

Year Stocks Price per stock (R$) Capital Increase (R$ million) 

2010 306,870 97.74768 29,996 

2011 1,389,191 21.59671 30,002 

2012 1,267,849 23.66052 29,998 

2013 1,141,532 26.28040 30,000 

 
The conversion price was also the volume-weighted average price of the Company shares, calculated on 
the Bovespa exchange in the base period, plus a premium over the weighted value of shares of that period. 
For purposes of calculating the weighted value of shares of the base period, the historical values were 
updated based on indexes defined in the bookkeeping of debentures. 
 
In August 2015 the Company amortized 40.0% of outstanding principal of the debentures not converted in 
shares, in the amount of R$32.000 million, as defined in the private instrument of deed of 1st issue of 
debentures. In August, 2016, the Company amortized R$48.000 million referring to the balance remaining 
of the principal amount of the debentures issued by the Company in 2008.  

 
The debentures not converted will be entitled to a non-conversion premium, and for debentures of the 1st 
series equivalent to the difference between the IPC-A plus 8% per annum and pay mentioned above, and 
for debentures of the 2nd equivalent series interest of 3.5% per annum. The non-conversion premium of 
debentures of the 1st  series will be corrected by the IPC-A plus 8.0% p.a. and the 2nd series will be adjusted 
by TJLP plus 5.0% per annum. The non-conversion premium would be paid for a maximum of 6 installments 
within 3 years from the date of payment of the last installment of principal and interest (February 19, 2017). 
 
The debentures have early maturity clauses to the case of non-compliance with certain financial and non-
financial conditions, and other ancillary obligations. On December 31, 2015, 2014 and 2013, the Company 
was in full compliance with all conditions stipulated. 
 
The issue was not filed with the Brazilian Securities and Exchange Commission, as the debentures issued by 
ǘƘŜ /ƻƳǇŀƴȅ ǿŀǎ ǇǊƛǾŀǘŜƭȅ ƛǎǎǳŜŘ ŜȄŎƭǳǎƛǾŜƭȅ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǎƘŀǊŜƘƻƭŘŜǊǎ ƻƴ ǘƘŜ ǇƭŀŎŜƳŜƴǘ ŘŀǘŜΣ ǿƛǘƘ 
no general marketing sales efforts. 
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Debentures BEMATECH 2014: On July 10, 2014, the subsidiary Bematech issued unsecured non-convertible 
into and in one series debentures, whose placement was made through a public offering with restricted 
placement efforts, in the amount of R$50.000 million, comprising 500 debentures with unit value of 
R$100.0 thousand. 
 
The debentures would mature in July 2019 and had been amortized in semi-annual installments since July 
2015. The interest was payable in semi-annual installments, calculated by the CDI plus 2.25%, and the first 
payment was made on January 10, 2015. With the corporate reorganization involving the two companies, 
TOTVS has become guarantor of all the obligations assumed by Bematech regarding the debentures. 
 
The registration of the debentures had early maturity clauses in case of non-compliance with certain 
financial and non-financial conditions, and other ancillary obligations. Additionally, on December 22, 2015 
Bematech repurchased 20 debentures at the unit value of R$95.0 thousand. 
 
On September 27, 2017, Bematech fully redeemed the debentures subject to its first public issuance in 
2014. The total amount of the early redemption was R$20.7 million, including interest calculated on a pro 
rata temporis basis (DI rate + 2.25% per year) and the written premium equivalent to 0.60% per year. 
 
Debentures TOTVS 2017: On September 6, 2017, TOTVS issued simple, non-convertible debentures, in a 
single series, whose placement was made through a public offering with restricted distribution efforts. The 
Debentures had a nominal unit value of R$ 1,000.00 (one thousand reais) on the issue date, totaling the 
amount of R$ 200,000,000.00 on the issue date. The funds raised will be fully used for working capital, 
investments in the scope of the Company's corporate purpose and/or prepayment of debts. 
Payment of the remuneration will be made every six months from the date of issue on March 15 and on 
September 15 of each year, with the first payment due on March 15, 2018 and the last payment due on the 
maturity date of the debentures, on September 20, 2020. 
 
The Debentures should not have their Unit Nominal Value monetarily restated. The Unit Face Value of the 
Debentures will bear remuneration interest corresponding to 105.95% of the cumulative variation of the 
daily average DI rates, based on 252 business days. 
 
The deed of the debentures has early maturity clauses for non-compliance with certain financial and non-
financial conditions, as well as other ancillary obligations. 
 

ii. other long-term relationships with financial institutions 
Company does not maintain other relevant long-term relationships with financial institutions, 
besides those outlined in item 10.f.i. 
 
iii. level of subordination between debts 
¢ƘŜǊŜ ƛǎƴΩǘΦ 
 
iv. eventual restrictions imposed to the issuer, especially, in relation to the indebtedness limits 
and contracting of new debts, distribution of dividends, disposal of assets, issue of new securities 
and sale of share control 
BNDES TOTVS: The loan from BNDES hired in 2013 states that it is the Company´s obligation to 
maintain, during the term of this Contract, the following financial ratios whose calculation will be 
based on the consolidated financial statements, subject to special review in the first semester, and 
audited at the end of the year, by external independent auditors registered in Brazilian Securities 
Commission ς CVM. 

 

1. Equity/Total Assets: equal or greater than 40.0%; and 
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2. Net debt/EBITDA: equal or less than 1.5; 
 

In the event of non-achievement of the indicators, the Company shall constitute collateral, accepted 
by BNDES, corresponding to at least 130.0% of the outstanding balance on loans contracted with 
BNDES which exceed 20.0% of Total Assets of the Company at the time, or submit a letter of bank 
guarantee be provided by a financial institution with direct exposure, which exceed 20.0% of the 
Total Assets of the Company at the time. 
 
If the Net Debt/EBITDA ratio exceeds 2.0, the Company shall constitute collateral, accepted by 
BNDES, corresponding to at least 130.0% of the financing or debt value arising therefrom, or present 
bank guarantee in the amount of the debt. 
 
Moreover, the financing contract with BNDES may still have their early maturity if:  

 
- a breach of any obligation incurred by TOTVS with BNDES and its subsidiaries occurs,  the 
controllership of TOTVS changes after contracting the funding, without prior authorization of BNDES, 
or any judicial procedure or event that may affect the collateral in favor of BNDES occurs. 

 
- occurs a reduction in the Company´s staff, according to the project submitted to BNDES for obtaining 
the financing, without training program for work opportunities in the region and/or relocation 
program of workers at other companies. 

 
- there are condemnatory existences of final judgment due to the practice of child labor, slave labor 
or crimes against the environment; 

 
- there is an inclusion in the Company´s corporate agreement, bylaws or articles, or companies that 
may control TOTVS, of conditions leading to restrictions or loss of ability to pay financial obligations 
resulting from this operation. 

 
Debentures TOTVS 2008: The deed of 1st private issue of debentures convertible into the Company 
shares establishes that the Company shall maintain, during the existence of Units until their final 
ƳŀǘǳǊƛǘȅΣ ŀǘ ƭŜŀǎǘΣ ǘǿƻ ƻŦ ǘƘŜ ŦƻƭƭƻǿƛƴƎ /ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ Ǌŀǘƛƻǎ ŀƴƴǳŀƭƭȅ ǾŜǊƛŦƛŜŘ ƛƴ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 
statements audited by external auditors registered at the Brazilian Securities and Exchange 
Commission: 
 
1. Net Debt/EBITDA ratio: equal or less than 4.0; 
2. EBITDA/Net Revenues ratio: equal or less than 10.0%; 
3. EBITDA/Debt Service: equal or higher than 1.0; 
 
The Units may also early mature if certain events provided for in Clause IV of the private deed of 1st 
issue of debentures occur.  

 
(i)  Protest of bills against the Company in an individual amounts exceeding R$10.0 
million or aggregate amount in a period of consecutive 12 months exceeding R$50.0 
million; 
 
(ii)   In-court or out-of-court reorganization proceeding filed by the Company;  

 
(iii) Dissolution and liquidation of the Company;  
 
(iv) ¢ƘŜ ƛƴŎƭǳǎƛƻƴ ƛƴ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ŀƎǊŜŜƳŜƴǘ ƻǊ .ȅƭŀǿǎ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΣ ŀǎ ƻŦ ǘƘŜ ƛǎǎǳŜ 
date of a provision requiring a special quorum for resolution or approval of matters 
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ǊŜǎǘǊƛŎǘƛƴƎ ƻǊ ŎǳǊǘŀƛƭƛƴƎ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻƴǘǊƻƭ ōȅ ǊŜǎǇŜŎǘƛǾŜ ŎƻƴǘǊƻƭƭƛƴƎ ǎƘŀǊŜƘƻƭŘŜǊǎΣ 
as provided for in the Brazilian Corporation Law, or also, the inclusion of a provision 
ƛƴ ǘƘŜǎŜ ŘƻŎǳƳŜƴǘǎ ǘƘŀǘ ƛƳǇƭƛŜǎΥ όƛύ ǊŜǎǘǊƛŎǘƛƻƴǎ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƎǊƻǿǘƘ ŎŀǇŀŎƛǘȅ  ƻǊ 
ƛǘǎ ǘŜŎƘƴƻƭƻƎƛŎŀƭ ŘŜǾŜƭƻǇƳŜƴǘΤ όƛƛύ ǊŜǎǘǊƛŎǘƛƻƴǎ ǘƻ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀŎŎŜǎǎ ǘƻ ƴŜǿ 
markets; or (iii) failure to pay the financial liabilities deriving from this operation.  
 
(v)  /ƘŀƴƎŜ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǳǊǇƻǎŜǎΣ ǳƴƭŜǎǎ ƛŦ ǇǊŜǾƛƻǳǎƭȅ ŀǇǇǊƻǾŜŘ ōȅ ǘƘŜ ƘƻƭŘŜǊǎ 
of Units representing the majority of outstanding Units, except for the inclusion of 
ƻǘƘŜǊ ŀŎǘƛǾƛǘƛŜǎ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǳǊǇƻǎŜǎΣ ŀǎ ƭƻƴƎ ŀǎ ǘƘŜǎŜ ŀǊŜ ǊŜƭŀǘŜŘ ǘƻ ƛǘǎ Ƴŀƛƴ 
activity;  
 
(vi) !ǇǇǊƻǾŀƭ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎŀǇƛǘŀƭ ǎǘƻŎƪ ŘŜŎǊŜŀǎŜ ŘǳŜ ǘƻ ǊŜŦǳƴŘ ƻŦ ŀ ǇŀǊǘ ƻŦ ǎƘŀǊŜǎ 
to shareholders or due to their decreasing value, when not fully paid to the amount 
of receipts, without the previous and express consent of Units holders representing 
the majority of outstanding Units;  
 
(vii) Creation of redeemable shares by the Company without the previous and 
express approval of Units holders representing the majority of outstanding Units;  
 
(viii) Sale of effective, direct or indirect share control of the Company, by any 
means, unless if previously approved by Units holders representing the majority of 
outstanding Units;  
 
(ix)    The Company acquires share control or shareholding in other entities, joint 
ventures or partnerships whose purposes are not related to information technology 
ƻǊ ǇǊƻǾƛǎƛƻƴ ƻŦ ǎŜǊǾƛŎŜǎΣ ŎƘŀǊŀŎǘŜǊƛȊƛƴƎ ŘŜǾƛŀǘƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇǳǊǇƻǎŜǎΣ ǳƴƭŜǎǎ ƛŦ 
previously approved by Units holders representing the majority of outstanding Units;  
 
(x)   /ƻƳǇŀƴȅΩǎ ŘŜƭƛǎǘƛƴƎ ŦǊƻƳ ǘƘŜ άbƻǾƻ aŜǊŎŀŘƻέ όbŜǿ aŀǊƪet) of São Paulo Stock 
Exchange τ B3, without the previous and express approval of Units holders 
representing the majority of outstanding Units. 

 
BNDES Bematech: The loan from BNDES hired by Bematech has the following financial 
covenants:  

 
1. Equity/Total Assets: equal or greater than 40.0%; and  
2. Net Debt/EBITDA: equal or less than 2.0; 

 
It is important to mention that these covenants will be calculated based on the financial 
statements of TOTVS S.A., in the same way the covenants of the loan contracted by TOTVS 
S.A. from BNDES in 2013. 

 
DEBENTURES TOTVS:  
 
The debentures issued by TOTVS in 2017 have the following covenant: 
 

1. Net Debt/EBITDA: equal or less than 2.5; 
 

The debentures may be considered prepaid in arrears, and the payment of the nominal unit 
value, or balance of the unit value, shall be immediately payable on the occurrence of the 
following events: 
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(i) failure, by the Issuer, to comply, within the deadlines and forms set forth in 

this Issue Indenture, with any monetary obligation related to the 
Debentures, that is not remedied within three (3) business days from the 
respective breach;  

(ii)  if the indenture of the debentures issue is found invalid, void or 
unenforceable; 

(iii)  any form of transfer or any form of assignment or promise to assign to third 
parties, fully or partially, by the Company, the obligations assumed under the 
issue indenture, without the prior consent of debentureholders; 

(iv)  if the Company and/or any of its subsidiaries that represent more than 
ŦƛŦǘŜŜƴ ǇŜǊŎŜƴǘ όмр҈ύ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ŏƻƴǎolidated net revenue, in 
accordance with the most recent financial statements of the Company 
όάwŜƭŜǾŀƴǘ {ǳōǎƛŘƛŀǊƛŜǎέύΣ ŦƛƭŜǎ ŦƻǊ ōŀƴƪǊǳǇǘŎȅΤ ƛŦ ǘƘŜ /ƻƳǇŀƴȅ ŀƴŘκƻǊ ŀƴȅ ƻŦ 
its Relevant Subsidiaries files for voluntary bankruptcy;  if any third party files 
for the bankruptcy of the Company and/or its Relevant Subsidiaries and the 
latter fails to defeat such bankruptcy petition within the legal timeframe; 
petition for in-court or out-of-court reorganization of the Company and/or 
its Relevant Subsidiaries, irrespective of the acceptance of such petition; or 
liquidation, dissolution or winding up of the Company and/or its Relevant 
Subsidiaries, except if such liquidation, dissolution or winding up arises from 
an ownership restructuring involving the Relevant Subsidiaries, observing 
item (viii) below, and which does not represent an Event of Default;  

(v) ǘǊŀƴǎŦƻǊƳŀǘƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƭŜƎŀƭ ǎǘŀǘǳǎ ǎƻ ǘƘŀǘ ƛǘ ƛǎ ƴƻ ƭƻƴƎŜǊ ŀ 
corporation, pursuant to Articles 220 to 222 of Brazilian Corporation Law;  

(vi) redemption or amortization of shares, distribution and/or payment, by the 
Company, of dividends, interest on equity or any other profit distribution to 
the shareholders of the Company, while the Company is in default with any 
of its monetary obligations established in the issue indenture, observing the 
respective applicable remediation term, except for the mandatory dividends 
established under Article 202 of Brazilian Corporation Law, pursuant to the 
Bylaws of the Company in force on the date of the debentures issue;  

(vii) decreasŜ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎŀǇƛǘŀƭΣ ƛƴ ŀŎŎƻǊŘŀƴŎŜ ǿƛǘƘ !ǊǘƛŎƭŜ мтпΣ tŀǊŀƎǊŀǇƘ 
3 of Brazilian Corporation Law, except as may be required by any laws or 
regulations or to offset losses; 

(viii) spin-off, consolidation, merger or stock merger or any form of ownership 
restructuring involving the Company without the prior consent of 
debentureholders, except for operations involving Subsidiaries or Relevant 
Subsidiaries of the Company;  

(ix) early maturity of bank debt and/or capital market operations of the 
Company and/or its Subsidiaries, in the local or international markets, in the 
individual or aggregate value of more than fifty million reais 
(R$50,000,000.00) or the equivalent thereof in foreign currencies; 

(x) use of the proceeds from the issue in any other way other than the one 
described in the indenture;  

(xi) ƛŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǇŀȅƳŜƴǘ ƻōƭƛƎŀǘƛƻƴǎ ǎŜǘ ŦƻǊǘƘ ƛƴ ǘƘŜ ƛǎǎǳŜ ƛƴŘŜƴǘǳǊŜ Ŧŀƛƭ ǘƻ 
enjoy, at least, the same conditions as the other unsecured debt of the 
Company, except for obligations that are legally entitled to preemptive 
rights; 

(xii) court dispute, by the Company for any subsidiary (in accordance with the 
definition of control under Article 116 of Brazilian Corporation Law) of the 
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/ƻƳǇŀƴȅ όά{ǳōǎƛŘƛŀǊȅέύΣ ǊŜƎŀǊŘƛƴƎ ǘƘŜ ǾŀƭƛŘƛǘȅ ŀƴŘκƻǊ ŜƴŦƻǊŎŜŀbility of the 
issue indenture;  

(xiii) default, by the Company, within the terms and form set forth in the issue 
indenture, with any non-monetary obligation related to the debentures, as 
established in the issue indenture, that is not remedied within five (5) 
business days, as of the date of the respective breach, which term does not 
apply to obligations for which specific remediation terms have been 
determined;   

(xiv) evidence that any of the statements made by the Company in the issue 
indenture and/or in any other issue documents were false, deceitful or 
inaccurate, in the case of the latter, in any relevant aspect;  

(xv) default, by the Company and/or its Subsidiaries, observing the respective 
terms for remediation, with any debt arising from loans, financing and 
operations in the local or international capital markets, in the individual or 
aggregate amount of more than fifty million reais (R$50,000,000.00) or the 
equivalent thereof in foreign currencies;  

(xvi) lawful protests of bills against the Company and/or its Subsidiaries, in the 
individual or aggregate amount of more than fifty million reais 
(R$50,000,000.00) or the equivalent thereof in foreign currencies, for which 
the Company is responsible to pay, except if, within five (5) Business Days as 
of the date of such protest, the Company provides evidence to the Trustee 
that: (a) such protest was filed by error or in bad faith by a third party and 
that the applicable legal measure has been adopted to render void or 
suspend the effects thereof; (b) the protest has been canceled; (c) the value 
of the protests has been deposited in court; or (d) the protested amount has 
been duly settled by the Company;  

(xvii) failure to comply with any arbitral award or court decision made final and 
unappealable against the Company and/or its Subsidiaries, in the individual 
or aggregate amount of more than fifty million reais (R$50,000,000.00) or 
the equivalent thereof in foreign currencies;  

(xviii) failure to obtain or to renew, cancelation, revocation or suspension of 
relevant authorizations, concessions, permits and/or licenses for the 
CompanyΩǎ ŀŎǘƛǾƛǘƛŜǎΣ ŜȄŎŜǇǘ ŦƻǊ ǘƘƻǎŜ ǘƘŀǘ ŀǊŜ ŎǳǊǊŜƴǘƭȅ ōŜƛƴƎ ƻǊ Ƴŀȅ ōŜ 
claimed or disputed by the Company in good faith in courts or administrative 
proceedings or those in the process of timely granting or renewal; 

(xix) expropriation, forfeiture or any other act by any governmental authority in 
any jurisdiction resulting in the loss, by the Company and/or any Subsidiary, 
of the ownership and/or direct or indirect ownership of its assets in the 
individual or aggregate amount of more than fifty million reais 
(R$50,000,000.00);  

(xx) assignment, sale, disposal and/or any form of transfer, by the Company 
and/or its Subsidiaries via any form, free or onerous, of goods, assets and/or 
equity interest in its Relevant Subsidiaries, except: (a) via assignment, sale, 
disposal and/or transfer of goods and assets of the Company to any 
Subsidiary; or (b) if the proceeds from such event are immediately and fully 
used to redeem all debentures, as permitted under the issue indenture;  

(xxi) if the Company no longer has a widely held controlling interest and becomes 
directly or indirectly held by one Controlling Shareholder. For the purpose of 
ǘƘƛǎ ƛǘŜƳΣ ά/ƻƴǘǊƻƭƭƛƴƎ {ƘŀǊŜƘƻƭŘŜǊέ ƳŜŀƴǎ ǘƘŜ ƴŀǘǳǊŀƭ ƻǊ ƭŜƎŀƭ ǇŜǊǎƻƴΣ ƻǊ 
group of persons bound by a voting agreement, or under common control, 
who: (a) holds partner rights entitling them to, permanently (i.e. for three 
consecutive shareholders meetings), absolute majority vote of the 
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shareholders present in the decisions of the shareholders meeting and the 
ǇƻǿŜǊ ǘƻ ŜƭŜŎǘ Ƴƻǎǘ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƳŀƴŀƎŜǊǎΤ ŀƴd (b) effectively uses 
ǘƘŜƛǊ ǇƻǿŜǊ ǘƻ ƳŀƴŀƎŜ ǘƘŜ ŎƻǊǇƻǊŀǘŜ ŀŎǘƛǾƛǘƛŜǎ ŀƴŘ ǎǘŜŜǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ 
bodies; 

(xxii) ŎƘŀƴƎŜ ƻǊ ŀƭǘŜǊŀǘƛƻƴ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎƻǊǇƻǊŀǘŜ ǇǳǊǇƻǎŜ ǘƘŀǘ ǎƛƎƴƛŦƛŎŀƴǘƭȅ 
modifies its current core activity, or that adds new prevailing businesses to 
these activities or businesses that could represent significant deviation from 
the current activities;  

(xxiii) failure by the Company to comply, throughout the duration of the issue, with 
any covenant, to be calculated on a semiannual basis, on June 30 and 
December 31 of each fiscal year, based on: (a) the consolidated quarterly 
financial statements of the Company revised by an independent audit firm; 
or (b) the consolidated financial statements of the Company audited by an 
independent audit firm, including based on the consolidated quarterly 
financial statements of the issuer for the period ended December 31, 2017. 

 
On December 31 of 2017, 2016 and 2015, the Company and its subsidiary Bematech were compliant with 
all the conditions/covenants stipulated in its abovementioned loans and debentures contracts. 

 

g) Limits of utilization of financing already contracted 
The credits obtained from the BNDES have already had their proven use within the limits established in the 
contract. 
The proceeds in the issuance of the debentures in 2017 will be fully used to meet working capital 

requirements, investments related to the corporate purpose of the Issuer and/or prepayment of debt 
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h) Significant changes in each item of the financial statements 

CONSOLIDATED BALANCE SHEET (in R$ thousands) 
 

 

 
   Vertical Analysis Horizontal Analysis 

 2017 2016 2015 2017 2016 2015 2017/ 16 2016 /15 

Current Assets         

Cash and cash equivalents 387,169 214,772 426,415 15.5% 8.8% 16.0% 80.3% -49.6% 

Escrow Accounts 44,615 74,027 75,213 1.8% 3.0% 2.8% -39.7% -1.6% 

Trade accounts receivable 515,545 569,370 565,002 20.7% 23.3% 21.2% -9.5% 0.8% 

Allowance for doubtful accounts (89,032) (105,183) (75,860) -3.6% -4.3% -2.8% -15.4% 38.7% 

Inventories 44,828 28,219 44,407 1.8% 1.2% 1.7% 58.9% -36.5% 

Taxes recoverable 93,097 122,521 81,824 3.7% 5.0% 3.1% -24.0% 50.7% 

Other assets 42,124 48,010 41,212 1.7% 2.0% 1.5% -12.3% 16.5% 

Total Current Assets 
 

1,038,346 951,736 1,157,673 41.6% 38.9% 43.5% 9.1% -17.8% 

 

Non-Current Assets 
        

Escrow accounts 7,013 11,137 39,534 0.3% 0.5% 1.5% -37.0% -71.8% 

Financial assets at fair value 57,645 56,800 68,044 2.3% 2.3% 2.6% 1.5% -16.5% 

Trade accounts receivable 31,901 36,913 40,953 1.3% 1.5% 1.5% -13.6% -9.9% 

Recoverable Taxes  20,695 21,572 17,881 0.8% 0.9% 0.7% -4.1% 20.6% 

Deferred income and social contribution taxes 104,715 88,658 63,507 4.2% 3.6% 2.4% 18.1% 39.6% 

Judicial deposit 61,127 40,903 43,407 2.5% 1.7% 1.6% 49.4% -5.8% 

Other assets 26,844 30,437 18,446 1.1% 1.2% 0.7% -11.8% 64.8% 

    Investments 2,349 1,350 - 0.1% 0.1% - - - 

Property, plan and equipment 182,022 176,270 113,598 7.3% 7.2% 4.3% 3.3% 55.2% 

Intangible assets 960,968 1,028,136 1,099,012 38.5% 42.1% 41.3% -6.5% -6.4% 

Total Permanent Assets 1,455,279 1,492,176 1,504,402 58.4% 61.1% 56.5% -2.5% -0.8% 

Total Assets 2,493,625 2,443,912 2,662,075 100.0% 100.0% 100.0% 2.0% -8.2% 
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CONSOLIDATED BALANCE SHEET (in R$ thousands) 
 

     Veritical Analysis Horizontal Analysis 

 2017 2016 2015 2017 2016 2015 2017/16 2016/15 

Current Liabilities              
Payroll and labor obligations 148,836 140,539 133,152 6.0% 5.8% 5.0% 5.9% 5.5% 

Taxes payable 28,725 28,141 18,923 1.2% 1.2% 0.7% 2.1% 48.7% 

Trade accounts payable 108,424 73,553 86,932 4.3% 3.0% 3.3% 47.4% -15.4% 

Commissions payable  39,769 43,198 56,579 1.6% 1.8% 2.1% -7.9% -23.7% 

Loans and financing 220,215 196,012 177,514 8.8% 8.0% 6.7% 12.3% 10.4% 

Debentures 3,841 12,111 61,915 0.2% 0.5% 2.3% -68.3% -80.4% 

Dividends payable  18,487 41,561 32,885 0.7% 1.7% 1.2% -55.5% 26.4% 

Liabilities from acquisition of investments 47,561 80,822 82,220 1.9% 3.3% 3.1% -41.2% -1.7% 

Other liabilities 3,428 8,260 8,563 0.1% 0.3% 0.3% -58.5% -3.5% 

Total Current Liabilities 619,286 624,197 658,683 24.8% 25.5% 24.7% -0.8% -5.2% 

 

Non-Current Liabilities 
        

Loans and financing 182,341 365,729 500,795 7.3% 15.0% 18.8% -50.1% -27.0% 

Debentures 265,297 78,550 82,371 10.6% 3.2% 3.1% 237.7% -4.6% 

Provision for legal obligations  117,770 102,225 90,507 4.7% 4.2% 3.4% 15.2% 12.9% 

Liabilities from acquisition of investments 41,886 45,886 88,272 1.7% 1.9% 3.3% -8.7% -48.0% 

Other liabilities 5,468 6,409 3,715 0.2% 0.3% 0.1% -14.7% 72.5% 

Total Non-Current Liabilities 612,762 598,799 765,660 24.6% 24.5% 28.8% 2.3% -21.8% 

 

Equity 
        

Capital 989,841 541,374 541,374 39.7% 22.2% 20.3% 82.8% 0.0% 

Treasury shares -71,495 -73,443 -71,012 -2.9% -3.0% -2.7% -2.7% 3.4% 

Capital reserve 165,079 162,024 159,213 6,6% 6.6% 6.0% 1.9% 1.8% 

Other comprehensive income results 1,728 1,785 21,329 0,1% 0.1% 0.8% -3.2% -91.6% 

Retained profit reserve 170,799 582,072 520,203 6,8% 23.8% 19.5% -70.7% 11.9% 

Additional dividends proposal 5,442 7,375 66,579 0.0% 0.0% 2.5% -26.2% -88.9% 

Non- controlling interests 183 -272 46 0.0% 0.0% 0.0% -167.3% -691.3% 

Total Equity 1,261,577 1,220,916 1,237,732 50.6% 50.0% 46.5% 3.3% -1.4% 

Total Liabilities and Equity 2,493,625 2,443,912 2,662,075 100.0% 100.0% 100.0% 2.0% -8.2% 
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 Consolidated Income Statements (in R$ thousands) 

 

 
Comments on the Company's 2017 and 2016 consolidated balance sheet: 
 
Current Assets: The growth of 9.1% in Current Assets, which increased from 38.9% of Total Assets in 2016 
to 41.6% in 2017, was mainly due to: (i) an increase of 80.3% in Cash and Cash Equivalents, which 
represented 15.5% of Total Assets in 2017, compared to 8.8% in 2016; and (ii) an increase of 58.9% in 
Inventories, which increased from 1.2% of Total Assets in 2016 to 1.8% in 2017. 
 

    Veritical Analysis Horizontal Analysis 

 2017 2016 2015 2017 2016 2015 2017/16 2016/15 

License fees 166,660 167,759 239,979 7.5% 7.7% 12.6% -0.7% -30.1% 

Maintenance 1.009,836 1.000,753 918,556 45.3% 45.8% 48.1% 0.9% 8.9% 

Subscriptions 307,866 229,235 140,820 13.8% 10.5% 7.4% 34.3% 62.8% 

Services 508,549 541,848 557,718 22.8% 24.8% 29.2% -6.1% -2.8% 

Hardware 234,419 244,191 51,664 10.5% 11.2% 2.7% -4.0% 372.7% 

Net Revenues 2,227,330 2,183,786 1,908,737 100.0% 100.0% 100.0% 2.0% 14.4% 

Cost of software -86,590 -77,284 -75,399 -3.9% -3.5% -4.0% 12.0% 2.5% 

Costs of support -132,096 -130,540 -89,722 -5.9% -6.0% -4.7% 1.2% 45.5% 

Costs of service -496,784 -506,545 -507,298 -22.3% -23.2% -26.6% -1.9% -0.1% 

Costs of hardware -148,006 -162,409 -34,050 -6.6% -7.4% -1.8% -8.9% 377.0% 

Gross profit 1,363,854 1,307,008 1,202,268 61.2% 59.9% 63.0% 4.3% 8.7% 

Operating income (expenses)         

Research and development -357,093 -326,546 -267,013 -16.0% -15.0% -14.0% 9.4% 22.3% 

Advertising expenses -49,800 -47,029 -49,281 -2.2% -2.2% -2.6% 5.9% -4.6% 

Selling expenses -234,246 -203,818 -152,230 -10.5% -9.3% -8.0% 14.9% 33.9% 

Commissions -147,573 -139,639 -155,981 -6.6% -6.4% -8.2% 5.7% -10.5% 

General and administrative expenses -227,484 -204,532 -187,277 -10.2% -9.4% -9.8% 11.2% 9.2% 

Management fees -21,961 -19,176 -23,476 -1.0% -0.9% -1.2% 14.5% -18.3% 

Depreciation and amortization -147,574 -128,350 -103,077 -6.6% -5.9% -5.4% 15.0% 24.5% 

Allowance for doubtful accounts -36,695 -49,197 -34,562 -1.6% -2.3% -1.8% -25.4% 42.3% 

Economic Subsidy 6,275 10,639 794 0.3% 0.5% 0.0% -41.0% - 

Other net operating income (expenses) -4,035 12,893 -1,782 -0.2% 0.6% -0.1% -131.3% - 

Income before financial effects and equity pickup 
143,668 212,253 228,383 6.5% 9.7% 12.0% -32.3% -7.1% 

Financial income 50,643 74,251 121,165 2.3% 3.4% 6.3% -31.8% -38.7% 

Financial expenses -90,090 -110,983 -94.,639 -4.0% -5.1% -5.0% -18.8% 17.3% 

Equity pick-up - - -75 - - 0.0% - - 

Income before tax and social contribution 104,221 175,521 254,834 4.7% 8.0% 13.4% -40.6% -31.1% 

Income tax and social contribution -10,894 -23,252 -59,888 -0.5% -1.1% -3.1% -53.3% -61.2% 

Net income for the year 93,258 152,269 194,946 4.2% 7.0% 10.2% -38.8% -21.9% 

Basic earnings per thousand shares (in R$) 0.57 0.93 1.20       -38.8% -22.3% 
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The increase in Cash and Cash Equivalents was mainly due to the issue of debentures in the amount of 
R$200,000 million in September 2017 and net operating cash flow in 2017. Among the items of current 
assets that contributed to the operating cash generation, the 9.5% reduction in Trade Accounts Receivable 
was mainly due to the greater representativeness of the subscription model, which leads to a reduction in 
the average term of and the reduction of 24.0% in the recoverable taxes line, which reflects the greater use 
of tax credits, especially federal taxes throughout 2017. 
 
The increase in the Inventory item is mainly explained by the reduction of 4.0% in hardware sales revenue 
in the year, focused in the second half of 2017. 
 
Non-Current Assets: The decrease of 2.5% in non-recurrent assets, which increased from 61.1 of total assets 
in 2017 to 58.4% in 2017, is essentially explained by the decline of 6.5% in Intangible assets, which went 
from 42.1% of total assets in 2016 to 38.5% in 2017, explained by the amortization of intangible assets 
throughout the year. 
 
The reduction of non-current assets in a level lower than the reduction in Intangible assets was due to the 
18.1% increase in deferred Income tax and social contribution due to temporary differences related to 
provisions and fiscal losses and negative bases of Income tax and social contribution; and an increase of 
49.4% in the Legal Deposits account, due to the progress of lawsuits in which the Company is part of. 
 
Current Liabilities: The reduction of 0.8% in Current Liabilities, wich increased from 25.5% of Total Liabilities 
in 2016 to 24.8% in 2017 is a result of a combination of the following factors: (i) the reduction of 41.2% in 
Liabilities from acquisition of investments due to payments of acquisitions performed/ made by TOTVS and 
its subsidiaries, mostly with resources presented in the line "Current Assets - Escrow accounts", which 
decreased 39.7% in 2017; (ii) the reduction of the Dividends payable, due to the lower payment of interest 
on equity in 2017; and (iii) the increase in the line of Trade Accounts, reflecting assets acquired over time 
by the Company. 
 
Non-Current Liabilities: The growth of 2.3% in non-current Liabilities, which increased from 24.5% of Total 
Liabilities and Equity in 2016 to 24.6% in 2017, is mostly explained by the following factors: (i) growth of 
237.7% of Debentures, for the funding of R$ 200,000 million in September 2017; (ii) reduction of 58.5% in 
Loans and Financing due to the reclassification to the same caption of Current Liabilities of the installments 
to be amortized over 2018; and (iii) an increase of 15.2% in the line Provision for legal obligations account, 
reflecting the forcastings attributed by the legal advisors to judicial proceedings, combined with the 
historical losses, as well as the volume of new lawsuits in which the Company is part of to the passive pole. 
 
Shareholders' Equity: The increase of 3.3% in Shareholders Equity is a result essentially of Net Income of R$ 
93.258 million ascertained during the year, deducted from Interest on Equity declared in 2017 that 
amounted R$50.346 million. The 82.2% growth in Share capital and the decline in Profit reserve account is 
a result of the capital increase, without the issuance of new shares, through the capitalization of the profit 
retention reserve, approved at the Extraordinary Shareholders' Meeting held in April 2017. 
 
Comments on the Company's 2016 and 2015 consolidated balance sheet: 
 
Current Assets: The reduction of 9.1% in Current Assets from 43.5% of Total Assets in 2015 to 38.9% in 2016 
was mainly due to the following factors: (i) the reduction of 49.6% in Cash and cash equivalents, which 
represented 8.8% of total assets in 2016, compared to 16.0% in 2015, (ii) the 38.7% increase in Provisions 
for doubtful accounts and (iii) a 36.5% reduction in Inventories and (iv) increase of 50.7% in the Taxes to be 
recovered. 
 
The variation in the Cash and cash equivalents item is mainly due to the partial amortization of the principal 
amount of the financing line taken by TOTVS from BNDES in 2013 and the amortization of R$48,000 million 
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referring to the balance remaining of the principal amount of the debentures issued by the Company in 
2008.  
 
The reduction in Inventories is a reflection of the reduction of R$8,945 million in the hardware inventories 
and of R$7.284 million in raw materials. 
 
The increase in the Allowance for doubtful accounts is mainly due to the additional provision of R$17.221 
million related to the higher credit risk of a large client from the service segment, booked in the third 
quarter of 2016. 
 
The increase in the Recoverable Taxes item was mainly due to the increase in credits with Income Tax and 
Social Contribution due to withholding taxes. 
 
Long Term Assets: the reduction of 0.8% in Non-current Assets lower than the 8.2% reduction in Total Assets 
raised Non-Current Assets from 56.5% of Total Assets in 2015 to 61.1% in 2016. This variation is mainly 
related to the items: (i) Investment Guarantees; (ii) Financial Assets at Fair Value; (iii) Property, plant and 
equipment; (iv) Intangible assets; and (v) Other Assets. 
 
The reduction of 71.8% in the G line of Investment guarantees is mainly a result of the redemption of the 
guaranteed accounts for payment of acquisitions reflected in the caption Current Liabilities - Investment 
acquisition obligations. 
 
The reduction of 16.5% in Fair value financial assets, which mainly refer to GoodData's investment in 2013, 
was mainly a consequence of the appreciation of the real against the US dollar in 2016. 
 
The increase of 55.2% in fixed assets is mainly due to investments in the Company's new head office.  
 
The 6.4% reduction in Intangible assets was mainly due to the amortization of the Company's intangible 
assets throughout the year. 
 
The growth in Other Assets is mainly due to: (a) the amount receivable related to the sale of the BPO 
transaction held in August 2016; and (b) the advance payment of infrastructure solutions contracted for 
Cloud operation that will be carried out over the next few years. 
 
Current Liabilities: a reduction of 5.2% in Current Liabilities in 2016 lower than the 8.2% reduction in Total 
Liabilities and Shareholders 'Equity resulted in an increase of 24.7% in Total Liabilities and Total 
Shareholders' Equity, in 2015 to 25.5% in 2016. This variation was mainly due to the 80.4% reduction in 
Debentures, reflecting the amortization of R $ 48 million referring to the remaining balance of the principal 
of the debentures issued in 2008. 
 
Non-current Liabilities: The decrease of 21.8% in Non-Current Liabilities in 2016 was mainly due to the 
27.0% and 48.0% reductions in "Loans and Financing" and "Investment Acquisition Obligations", 
respectively, due to the reclassification to the items with the same name in the Current Liabilities of the 
installments to be amortized over 2017. 
 
Shareholders' Equity: The Company ended 2016 with a Shareholders 'Equity of 1.4% lower than the year 
2015. In the year, Shareholders' Equity represented 50.0% of Total Liabilities and Shareholders 'Equity, 
compared to 46.5% in 2015. The reduction of Shareholders' Equity, despite the increase in the capital and 
income reserves, is mainly due to the reduction of R$19.544 million from the Others Comprehensive Income 
line, essentially from the effect of the appreciation of the Real against the US dollar in 2016 in the 
consolidation of the Balance Sheet of the companies controlled by the Company abroad. 
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Comments on the Company's 2017 and 2016 consolidated financial and operating performance: 
 
In 2017, net revenue totaled R$2,227,330 thousand, an increase of 2.0% over the previous year. This growth 
was mainly due to the advance of 6.2% in software revenue, which represented 2/3 of net revenue for the 
year. 
 
The revenue from licensing fees ended the year 0.7% lower than 2016, reflecting a 16.2% decrease in sales. 
This reduction was due to the migration of a part of the sales pipeline of new clients to the subscription 
model, especially smaller clients. The increase in the average ticket in the year is mainly explained by the 
higher participation of sales to large clients. 
 
Maintenance revenue has remained stable year-on-year, despite being adversely affected by the following 
factors: (i) lower volume of license sales in previous periods; (ii) increase in client defaults; (iii) higher 
volume of partial cancellation of maintenance contracts due to layoffs at clients; and (iv) the decline in the 
IGP-M inflation index in 12 months, especially since 2Q17 when the index declined over successive periods. 
 
Subscription revenue amounted R$307,866 thousand, an increase of 34.3% over 2016. The growth of 
subscription revenue is consequence of the higher share of sales to new clients of small and medium size, 
especially in the TOTVS Intera. In addition to TOTVS Intera subscription, the sales of Bemacash also 
ŎƻƴǘǊƛōǳǘŜŘ ǘƻ ǘƘŜ ƎǊƻǿǘƘ ƻŦ ǎǳōǎŎǊƛǇǘƛƻƴ ǊŜǾŜƴǳŜ ƛƴ нлмтΦ .ŜƳŀŎŀǎƘ ƛǎ ŀ ǎƻƭǳǘƛƻƴ ǘƘŀǘ ŎƻƳōƛƴŜǎ ¢h¢±{Ω 
management software for microenterprises (Fly01 line), contracted under the subscription model, and the 
automation and tax hardware solutions from Bematech. 
 
Service revenue decreased 6.1% in 2017, mainly due to: (i) the 3.0% decline in software implementation 
services in the period due to the slower sales of projects in the year; and (ii) the 11.7% decrease in services 
not related to software implementation, chiefly in the slower sales volume of the consulting projects. 
 
Hardware revenue was 4.0% lower than 2017, essentially due to the 20.7% drop in fiscal printer sales in the 
year, which led to the reduction in the share of fiscal solutions sales of hardware revenue to 15.7% in the 
year, down 3.8 percentage points from 2016. Revenue from other hardware solutions grew 2.3% in the 
year, mainly driven by the growth in revenue from Bemacash sales. 
 
The cost of Software increased 12.0% when compared to the previous year. This growth is a reflection of 
the complementary sales solutions provided by partners. 
 
The cost of Support increased 1.2% when compared to the previous year, as a consequence of the wage 
adjustments resulting from collective bargaining agreements in the period 
 
The reduction in the cost of services in 2017 is mainly due to the lower volume of projects in the year and 
the consequent lower personnel cost in this line, including layoffs for the structure, net of the collective 
salary increases occurred throughout the year. 
 
The decrease in hardware costs in 2017 is mainly due to the reduction in hardware sales in the year. It is 
worth mentioning that the cost of hardware also includes depreciation expenses, in the amount of R$3,320 
thousand (R$3,314 thousand in 2016). 
 
The growth in research and development expenses in the year mainly reflects the wage adjustments 
resulting from collective bargaining agreements in the period and additional investments in innovation 
mainly related to the specialization of the business solutions, to the open platforms and to the segment of 
micro and small businesses.  
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The advertising expenses represented 2.2% of net revenue in 2017 and 2016. The year on year increased 
5.9% of these expenses mainly reflects collective bargaining agreements and updates of contracts with 
providers made throughout the year. 
 
Selling expenses and commissions jointly increased from 15.7% to 17.1% of net revenue mainly due to the 
growth of Subscription Revenue in the period. These expenses are directly related to the change in sales 
mix between franchises and own branches, as well as related to the net revenue mix, due to the different 
levels of variable remuneration and commissioning applied to the revenue lines. 
 
The increase in general and administrative expenses in 2017 is mainly due to wage adjustments resulting 
from collective bargaining agreements in the period and additional expenses with the merger of 
ǎǳōǎƛŘƛŀǊƛŜǎ ŀƴŘ ǘƘŜ ƛƴǘŜƎǊŀǘƛƻƴ ƻŦ .ŜƳŀǘŜŎƘΩǎ ƻǇŜǊŀǘƛƻƴǎΦ 
 
The increase in management fees for the year mainly reflecting the provision of bonus for the achievement 
of financial and individual targets of executives in the period. 
 
The increase in depreciation and amortization expenses in 2017 resulted mainly due to the: (i) start of 
depreciation of assets in the new facilities (e.g. new headquarters in São Paulo); and (ii) infrastructure 
investments for the Cloud operation. 
 
Allowance for doubtful accounts corresponded to 1.6% of net revenue in 2017, compared to 2.3% in 2016. 
The increase in this provision is mainly due to the additional provision of R$17,221 thousand related to the 
higher credit risk of a large client in the Services segment. 
 
The financial result was negative in R$39,447 thousand in 2017, 7.4% higher than prior year, mainly due to 
the steeper decline in the Selic rate, which impacted the yield on financial investments, when compared to 
the decrease in TJLP  (Long-term interest rate), which affects interest payments on borrowings 
 
Income Tax and Social Contribution expenses decreased by 53.1% in 2017, totaling R$10,894 thousand. This 
reduction is mainly due to the decrease in the income before income tax and social contribution and to the 
greater representativeness of interest on equity when compared to income before tax and social 
contribution in the period. 
 
Net Income decreased 38.8% year over year. The change was mainly due to: (i) the 32.3% reduction in profit 
before financial effects and equity pick up; (ii) the higher negative financial result for the year; and (iii) the 
increase of expenses with depreciation and amortization. 
 
This decrease in adjusted EBITDA was mainly caused by the combination of the following factors: (i) the 
more than proportional increase in commercial expenses due to the transition to the subscription model; 
(ii) the growth of general and administrative expenses, mainly due to the adjustment of inflation of costs 
and the additional expenses with the integration of the operations of companies acquired in previous 
periods; (iii) the decline in services income due to the reduced allocation of professionals; (iv) the decline 
in contribution margin from hardware, especially on account of the decline in fiscal printer sales and less 
tax subsidy. 
 
Comments on the Company's 2016 and 2015 consolidated financial and operating performance: 
 
In 2016, net revenue totaled R$2,183.786 million, an increase of 14.4% over the previous year. This growth 
was mainly due to the consolidation of only two months of Bematech's results in 2015, compared to 12-
month consolidation in 2016. When considering the 12-month result of Bematech in 2015, net revenue 
decreased by 3.5% in the year.  
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The reduction in net revenue in the year is mainly due to: (i) the reduction in license fee revenues, mainly 
due to the transition to the subscription model and the reduction in Brazilian economic activity; (ii) growth 
in sales by subscription, which add less revenue in the short term due to deferred revenue recognition; and 
(iii) the lower allocation of software implementation teams. 
 
Net revenue from licensing fees decreased by 30.1% compared to 2016, reflecting the sales and average 
ticket reduction. This decrease in the number of sales was mainly due to: (i) the downturn in economic 
activity in Brazil in 2016, which lengthened the conversion period of the sales cycle, especially among large 
clients; and (ii) the migration of a part of the sales pipeline of new clients to the subscription model, 
especially smaller clients. The reduction in the average ticket is mainly associated to sales to existing clients, 
as a consequence of the economic scenario. 
 
Net revenue from maintenance increased 8.9% in the year, totaling R$1,000.753 million in 2016. When 
considering the 12-month result of Bematech in 2015, the growth was 3.6%. The growth in maintenance 
revenue below the average IGP-M of 2016 was mainly due to the following factors: (i) reduction of license 
sales in previous periods; (ii) contract cancellations due to clientsΩ defaults; and (iii) partial contracts 
cancellatioƴǎ ŘǳŜ ǘƻ ǊŜŘǳŎǘƛƻƴǎ ƛƴ ŎƭƛŜƴǘǎΩ ǎǘŀŦŦΣ ŜǎǇŜŎƛŀƭƭȅ ƭŀǊƎŜ ŎƭƛŜƴǘǎ. 
 
Net revenue from subscription grew 62.8% in the year and totaled R$229.235 million. When considering 
the 12-month result of Bematech in 2015, the growth was 21.4%. This growth in subscription revenue was 
due to the higher share of sales to new small and medium clients, especially under the TOTVS Intera model 
(subscription model launched in June 2015). 
 
In addition to TOTVS Intera, the solutions Fly01 for microenterprises and Bemacash, solution that combines 
Fly01 solution and the automation and tax hardware solutions from Bematech, also contributed to the 
growth in subscription revenue in 2016.  
 
Net revenue from services decreased by 2.8% in 2016 and totaled R$541,848 million. When considering the 
12-month result of Bematech in 2015, the reduction was of 8.7%. Services revenue in 2016 was negatively 
affected by: (i) the reduction in software implementation services, due to the lower sales pace observed 
during the year; (ii) to the lower level of sales of consulting services; and (iii) the sale of TOTVS RO in August 
2016. 
 
Net revenue from hardware totaled R$244.191 million, versus R$51.664 million in 2015. When considering 
the 12-month result of Bematech in 2015, the hardware revenue decreased 8.9%, reflecting mainly the 
downturn in the economic activity in Brazil and the changes in tax legislation, especially in the state of São 
Paulo where fiscal printers were replaced by S@T fiscal equipment, which has a lower unit value. 
 
Cost of software increased 2.5% in the year and totaled R$77.284 million. When considering the 12-month 
result of Bematech in 2015, the cost of software decreased 7.4% reflecting the drop in licensing fees sales 
and the transition to the subscription model, as partners for complementary solutions are remunerated 
according to the business model that TOTVS practices to its clients. 
 
Cost of support grew 45.5% in the year and reached R$130.540 million. When considering the 12-month 
result of Bematech in 2015, the cost of support increase 16.3% mainly due to the investments made in 
improving the customer service and support processes, involving adjustments to routines, teams and the 
Company's service tools. 
 
Cost of services was in line with the same period of last year, and totaled R$506.545 million. When 
considering the 12-month result of Bematech in 2015, the cost of services decreased 7.2%, in spite of the 
collective salary adjustments made throughout the year, mainly reflecting the lower personnel expenses 
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due to the layoffs resulting from the adjustment of the cost and expenses structure promoted by the 
Company in 2015. 
 
Cost of hardware totaled R$162.409 million in 2016, versus R$34.050 million in 2015. When considering 
the 12-month result of Bematech in 2015, the cost of hardware decreased 4.6% in the year. The decrease 
in hardware costs in 2016 is mainly due to the reduction in hardware sales and to the appreciation of the 
Real against the US dollar, which is an important variable in the cost formation of components used in the 
hardware production.  
 
Research and development expenses increased 22.3% in 2016 and totaled R$326.546 million. The growth 
in research and development expenses in the year mainly reflects the wage adjustments resulting from 
collective bargaining agreements occurred during the year and the investments in the integration of the 
solutions portfolio of Bematech to TOTVS. 
 
Advertising expenses decreased 4.6% in the year on year comparison and totaled R$47.029 million, mainly 
reflecting the revision of the general marketing plan of the Company and the synergies from the integration 
of marketing activities of TOTVS and Bematech. 
 
Selling expenses totaled R$203.818 million in the year, up 33.9%, while commission expenses decreased 
10.5% in the same period, totaling R$139.639 million. When considering the 12-month result of Bematech 
in 2015, selling expenses increased 8.2% and commission expenses decreased 12.8%. These expenses are 
directly related to the sales mix between own branches and franchises, and to the net revenue mix, due to 
the different levels of commissions among the revenue lines. 
 
General and administrative (G&A) expenses increased by 9.2% in the year, totaling R$204.532 million. 
When considering the 12-month result of Bematech in 2015, G&A expenses decreased 10.5%. The 
reduction in the G&A expenses is mainly associated to the net effect of wage increases for the period and 
the lower amount of additional provision for contingencies made during the year, as a consequence of the 
review of the past outcomes of lawsuits and the circumstances surrounding the new proceedings in which 
TOTVS is the defendant. 
 
The drop of 18.3% in Management fees in the year resulted primarily from the optimization of the 
Company's administrative structure, the integration of Bematech operations and the provisioning of 
bonuses associated to the achievement of the financial and individual goals for the executives in the period. 
 
The increase in depreciation and amortization expenses in 2016 resulted mainly from the amortization of 
intangible assets from the corporate reorganization with Bematech and the depreciation of investments 
made in infrastructure such as equipment and installations. 
 
Allowance for doubtful accounts represented 2.3% of net revenue, versus 1.8% in 2015. The increase in this 
provision is mainly due to the additional provision of R$17.221 million related to the higher credit risk of a 
large client from the services segment. 
 
Financial result was negative in R$36.732 million in 2016 and positive R$ 26.526 million in 2015. This 
variation ƛǎ Ƴŀƛƴƭȅ ŘǳŜ ǘƻΥ όƛύ ǘƘŜ ŎƘŀƴƎŜ ƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŎŀǇƛǘŀƭ ǎǘǊǳŎǘǳǊŜΣ ŦǊƻƳ ŀ ƴŜǘ ŎŀǎƘ Ǉƻǎƛǘƛƻƴ ƛƴ 
3Q15 to net debt in the fourth quarter 2015, due to the payment of R$473.585 million in the corporate 
reorganization with Bematech in the fourth quarter 2015; (ii) the gain from the sale of the minority interest 
in ZeroPaper in the first quarter 2015; and (iii) the higher Long-term Interest Rate (TJLP) in 2016, which is 
used as the inflation adjustment index for the main financial costs of most financing lines and debentures. 
 
Income tax and social contribution decreased 61.2% in 2016, totaling R$23.252 million. This decline is 
mainly due to the decrease in the income before taxes and social contribution and to the greater 
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representativeness of interest on equity when over income before taxes and social contribution in the 
period. 
 
Net income decreased 21.9% in 2016, mainly due to: (i) the 7.1% reduction in profit before financial effects 
and equity pick up, resulting primarily from the combination of the reduction of net revenue with labor 
inflation, and investments in the portfolio integration and in a customer service; and (ii) the negative 
financial result for the year. 
 
EBITDA(*) for 2016 totaled R$343.917 million, 7.4% lower than the Pro-forma EBITDA for 2015. Adjusted 
EBITDA for 2016 totaled R$358.728 million, 21.5% lower than the Pro-forma Adjusted EBITDA for 2015. The 
Adjusted EBITDA margin ended 2016 at 16.4%, compared to 20.2% in 2015. The evolvement of the 
subscription model, combined with labor inflation and investments in portfolio integration and customer 
service essentially explain this reduction in margin 
 
Comments on the Company's 2015 and 2014 consolidated financial and operating performance: 
 
Due to the ownership restructuring between TOTVS and Bematech in 2015, in addition to the following 
ŎƻƳƳŜƴǘǎΣ ǘƘŜ ŀƳƻǳƴǘǎ ǊŜƭŀǘŜŘ ǘƻ ŦƛǎŎŀƭ ȅŜŀǊ нлмр ŀǊŜ ƛƳǇŀŎǘŜŘ ōȅ ǘƘŜ ŎƻƴǎƻƭƛŘŀǘƛƻƴ ƻŦ .ŜƳŀǘŜŎƘΩǎ ǊŜǎǳƭǘǎ 
in November and December. 
 
In 2015, net revenue totaled R$1,908.737 million, an increase of 7.7% over 2014. This growth is due to: (i) 
ǘƘŜ /ƻƳǇŀƴȅΩǎ ƛƴƛǘƛŀǘƛǾŜǎ ǘƻ ŎŀǇǘǳǊŜ ǘƘŜ ƎǊƻǿǘƘ ƻŦ ǘƘŜ ǎƻŦǘǿŀǊŜ ƳŀǊƪŜǘΣ ǿƘƛŎƘ ƛƴŎƭǳŘŜŘ ǎŜƎƳŜƴǘƛƴƎ ƛǘǎ 
business solutions by industry type, and the fluig platform; and (ii) the growth in recurring revenue from 
subscriptions. 
 
Net revenue from license fees fell 19.7% from 2014 to 2015, mainly reflecting the reduction in sales to new 
and existing clients. This reduction is mainly due to the downturn in the Brazilian economy, which results 
in a longer time for the conversion of the pipeline into sales, and the partial migration of the sales pipeline 
of new clients to the subscription model. 
 
Net revenue from services grew 8.4% in 2015, chiefly due to the growth in services not related to software 
implementation, especially those related to consulting. 
 
Net revenue from subscription grew 35.1% in the year to R$140,820 million. This growth was driven by the 
higher participation of sales to small and medium clients, especially under the TOTVS Intera subscription 
model, which contributed to the increase in the number of clients added and average subscription per new 
client added. 
 
Net revenue from maintenance totaled R$918.556 million in 2015, an increase of 7.5% from 2014, mainly 
driven by license sales and retention of maintenance agreements, which are annually adjusted based on 
pre-defined inflation rates, in most cases the IGP-M index. Growth in this revenue line has been adversely 
affected mainly by: (i) the lower volume of license sales in previous periods; (ii) the suspension of 
maintenance due to increased client defaults; and (iii) the partial cancellation of maintenance due to layoffs 
at clients, especially large ones. 
 
Net revenue from hardware totaled R$51.664 million in 2015 and included the sales of equipment and 
technical support services by Bematech. 
 
The 8.5% decline in software costs in 2015 primarily reflects the drop in sales mentioned above in the 
comments on licensing fee revenue. 
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Cost of support increased 34.4% in the year, chiefly due to wage increases and the growth of subscription 
sales in the period. 
 
Cost of services increased 11.4% in the year to reach R$507.298 million. This growth, which was higher than 
the growth in net revenue from services, was mainly the result of: (i) the lower allocation of implementation 
professionals on account of the slower pace of software sales, especially of licenses; (ii) additional costs 
with rationalization of the cost and expense structure during the second half of 2015; and (iii) wage 
increases resulting from collective bargaining agreements entered into during the year, which were higher 
than in 2014, on average, on account of higher inflation but which were not fully passed on to projects for 
implementation of the software sold. 
 
Cost of hardware, which include the sales of equipment and technical support services provided by 
Bematech, totaled R$34.050 million.  The cost of hardware has been negatively affected by the US dollar 
appreciation against the Brazilian Real during 2015. Note that hardware costs also include depreciation 
amounting to R$0.583 million. 
 
Research and development expenses increased 13.6% in 2015,  due to (ii) additional costs with 
rationalization of the cost and expense structure during the second half of 2015; and (ii) wage increases on 
account of collective bargaining agreements during the year. 
 
Advertising expenses increased by 18.9% in 2015, totaling R$49.281 million. This increase is mainly due to 
the reduction in advertising and marketing expenses in 2014 on account of the Soccer World Cup in Brazil. 
 
Selling expenses totaled R$152.230 million in the year, up 15.6%, while commission expenses totaled 
R$155.981 million, up 0.6%. The sum of these expenses as a percentage of total net revenue remained 
unchanged. These expenses are directly related to the sales mix between own branches and franchises, and 
to the net revenue mix, due to the different levels of commissions among the revenue lines. 
 
General and administrative (G&A) expenses increased by 63.7% in 2015 to R$187.277 million. This increase 
is chiefly due to the addition of R$59.022 million to the provision for legal contingencies made in the fourth 
quarter of 2015, according to the comments related to the Long-Term Liabilities. 
 
Management fees decreased 9.9% between 2014 and 2015, and was mainly influenced by the the provision 
for bonus for executives related to the achievement of financial and individual targets in the period. 
 
Depreciation and amortization totaled R$103.077 million in 2015, compared to R$88.928 million in 2014, 
increasing by 15.9%, mainly due to: (i) purchase price allocation of the acquisition price of Virtual Age in 
2Q15, when there was an extraordinary impact of R$5.458 million from the 12-month accumulated 
amortization of their intangible assets; and (ii) the purchase price allocation of the corporate reorganization 
with Bematech in 4Q15, which increased depreciation and amortization expenses in November and 
December in the total amount of R$3.416 million. 
 
Allowance for doubtful accounts totaled R$34.562 million in 2015, equivalent to 1.8% of net revenue, versus 
1.6% in 2014. This increase in the allowance is mainly due to higher default levels seen in the market during 
the year. 
 
Financial result (financial income net of financial expenses) was a positive R$26.526 million, resulting in 
growth of 101.2% in 2015. This growth primarily reflects the increase in financial income resulting from 
higher financial investments in the first nine months of 2015; and the addition of R$9.028 million to the 
provision for premium due to non-conversion of debentures. 
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Income tax and social contribution decreased 38.6% in 2015, totaling R$59.888 million. This decline, which 
was steeper than the drop in earnings before income tax and social contribution, is due to the lower 
effective tax rate, mainly resulting from the combination of: (i) the 29.3% drop in earnings before income 
tax and social contribution; (ii) the 126.8% increase in the effect of differentiated taxation at the 
subsidiaries; (iii) the 46.5% increase in the interest no equity; and (iv) the 3.9% increase in the incentive to 
research and development. 
 
Net income decreased 25.8% in 2015, mainly due to the combination of: (i) the 34.3% decline in earnings 
before financial effects and equity income; (ii) the 101.2% increase in financial result; and (iii) the 38.6% 
drop in income tax and social contribution; and (iii) the 38.6% drop in income tax and social contribution. 
 
 

 

10.2. The executive officers shall comment on: 

a) tƘŜ ǊŜǎǳƭǘǎ ƻŦ ƛǎǎǳŜǊΩǎ ƻǇŜǊŀǘƛƻƴǎΣ ŜǎǇŜŎƛŀƭƭȅΥ 

i. description of any relevant component of revenues 
Company´s main revenues derive from: (i) license fees, which include software right-to-use 
licensing and sale of third parties software; (ii) software subscription, related to the recurring 
revenues from clients regarding the use of business solutions (iii) hours of service revenues 
related to the implementation of software, training and infrastructure services, outsourced 
processes and consulting; (iv) maintenance related to the supply of new versions and 
upgrade of software launched by the Company, containing the adjustments referring to the 
entire technological, functional or legal development and help desk (telephone service to 
answer questions); and (v) hardware, which mainly comprises the sale of equipment and 
technical assistance services provided by the subsidiary Bematech. 
 
Software revenue is booked in accordance with the following models: 
 
(i) Licensing rate, when the ownership of licenses for solutions is transferred to the client: is 
recognized when all risks and rewards inherent to the license are transferred to the buyer 
through software delivery and when the amount can be measured reliably, as well as it is 
probable that economic benefits be generated for the benefit of the Company. 
 
(ii) Subscription, when licenses are made available to the client upon subscription: are 
recognized on a monthly basis over the terms of the agreements with customers. 
 
(iii) Revenue from maintenance, comprising technological developments and technical 
support services (phone or Internet service for inquiries) are recognized monthly over the 
terms of the agreements with customers. 
 
Revenue from services is billed separately and booked as the services are performed. Billed 
revenue that does not meet the recognition criteria is not included in the balances of 
respective revenue account and accounts receivable. 
 
Hardware revenue is recognized when there is reliable evidence that: (i) the risks and rewards 
inherent to the product were transferred to the buyer; (ii) the economic benefits will flow to 
the entity; and (iii) the associated costs and possible return of goods may be estimated 
reliably. If a discount can probably be granted and the amount can be reliably measured, the 
discount is deducted from revenue as sales are recognized. 
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ii. factors that materially affect the operating results 
The main factors that affected the Company's operating results between 2017 and 2015 were: 
 
(I) The decrease in the activity level of the Brazilian economy observed in the last 3 years, which 
lengthened the sales cycle and negatively impacted the number of clients added, the average 
ticket of software sales, the customer retention rate of maintenance and the drop in hardware 
and services sales; 
(ii) The migration of a part of the sales pipeline to new clients to the Intera subscription model, 
especially among smaller clients, which aggregates less revenue in the short term due to the 
revenue recognition method, the more than proportional increase in commercial expenses; 
and 
(iii) The increase in the Company's research and development investments, mainly related to 
investments in innovation of its business solutions, which represented more than 15% of net 
revenue in the last 3 years, despite the reduction in the growth rate of revenues. 

 

b) Variations of revenues attributable to changes in prices, exchange rates, inflation, changes 
in volumes and launching of new products and services 

Maintenance and suōǎŎǊƛǇǘƛƻƴ ǊŜǾŜƴǳŜǎΣ ǿƘƛŎƘ ŀŎŎƻǳƴǘ ŦƻǊ ŀǇǇǊƻȄƛƳŀǘŜƭȅ рф҈ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǘƻǘŀƭ 
revenues in 2017, are indexed to IGP-M (General Market Price Index) and IPC¬A, and adjusted according 
to the "anniversary" of each agreement executed with clients. 

 
c) Impact of inflation, variation of prices of main inputs and products, exchange and interest 
rates on operating and financial results of the issuer 

¢ƘŜ /ƻƳǇŀƴȅΩǎ ƻǇŜǊŀǘƛƴƎ ǊŜǎǳƭǘǎ Ƴŀȅ ōŜ ŀŦŦŜŎǘŜŘ ōȅ .ǊŀȊƛƭΩǎ ŜŎƻƴƻƳƛŎ ŎƘŀƴƎŜǎΣ Ƴŀƛƴƭȅ ŎƻƴŎŜǊƴƛƴƎ ǎƘƻǊǘ 

and long-term interest rates, inflation index and exchange rates. Historically, the effects of these changes 

are softened for the Company, since it has a numerous, varied and well-distributed client base. The 

/ƻƳǇŀƴȅΩǎ ǎƻŦǘǿŀǊŜ ŀŎǘƛǾŜ ŎƭƛŜƴǘ ōŀǎŜ ŎƻǾŜǊǎ ŎƻƳǇŀƴƛŜǎ ƻŦ ǇǊŀŎǘƛcally all representative sectors of the 

economy.  

¢ƘŜ ƛƳǇŀŎǘ ƻŦ ƛƴŦƭŀǘƛƻƴ ƛƴŘŜȄŜǎ ǾŀǊƛŀǘƛƻƴ ƻƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ Ŏƻǎǘǎ ŀƴŘ ŜȄǇŜƴǎŜǎ ƛǎ ŜǾƛŘŜƴǘ ǎƛƴŎŜ LDt-M and 

IPC-A are the basis of adjustment of several services used by the Company, among them personnel 

expenses (payroll, charges and benefits), travel expenses, communication and rental, that may increase 

according to the negotiations linked to these indexes. Nevertheless, this impact is minimized as recurring 

revenues are also indexed by inflation, mostly by IGP-M, allowing them to be transferred to prices, as it has 

been occurring historically. 

The impact of the 12-month weighted average IGP-M on the Company's recurring revenue, excluding the 

cancellation of recurring maintenance and subscription contracts over the periods, the positive impact on 

the Company's total net revenue was approximately 2% in 2017, 7% in 2016 and 3% 2015,. The impact of 

the 12-month weighted average IGP-M and the 12-month average IPCA in the costs and operating expenses 

was 6% in 2017, 8% in 2016 and 7% in 2015. 

Regarding the financial results for 2017, 2016 and 2015, the impact of the inflation indexes was limited to 

the non-conversion premium of the 1st series debentures issued by TOTVS in 2008, which is linked to the 

IPCA. The impact of inflation related to the debenture conversion premium represented approximately 5% 

of financial expenses in 2017, 3% in 2016 and 7% in 2015. 
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.ǊŀȊƛƭΩǎ ƛƴǘŜǊŜǎǘ ǊŀǘŜ ǾŀǊƛŀǘƛƻƴ Ƴŀȅ ŀŦŦŜŎǘ ƛƴŘƛǊŜŎǘƭȅ ǘƘŜ /ƻƳǇŀƴȅΩǎ ǊŜǎǳƭǘǎ ǘƻ ǘƘŜ ŜȄǘŜƴǘ ǘƘŀǘ ŀƴ ŜǾŜƴǘǳŀƭ 

increase of this index may cause a slowdown of investments made by the market. Thus, it is not possible to 

quantify the real impact of the increase in the Company's operating result, but it is worth noting that, 

ƘƛǎǘƻǊƛŎŀƭƭȅΣ ŘǳǊƛƴƎ ǇŜǊƛƻŘǎ ƻŦ ƘƛƎƘ {9[L/ ό/ŜƴǘǊŀƭ .ŀƴƪΩǎ ƻǾŜǊƴƛƎƘǘ ƛƴǘŜǊŜǎǘ ǊŀǘŜύΣ ǘƘŜ /ƻƳǇŀƴȅ continued 

recording sales growth. 

In the financial result, the financing taken by the Company is basically derived from BNDES financing lines 

and Debentures linked to the long-term interest rate (TJLP) and more recently, non-convertible debentures 

linked to the Interbank Deposit Certificate (CDI). In 2017, interest incurred related to loans, financing and 

debentures accounted for 68% of financial expenses, compared to 73% in 2016 and 81% in 2015. 

In order to verify the sensitivity of the index to the debts to which the Company is exposed on the base date 

of December 31, 2017, 03 different scenarios were defined. Based on the TJLP and IPCA values in force on 

December 31, 2017, the probable scenario (scenario I) for the year 2017 was defined and, from it, variations 

of 25% (scenario II) and 50% III). 

For each scenario, the gross financial expense was calculated not taking into account the occurrence of 
taxes and the maturity flow of each contract scheduled for 2017. The base date used for the financing and 
debentures was December 31, 2017, projecting the indices for one year and checking their sensitivity in 
each scenario. 
 

Operation  Balances in 2017  Risk  
Probable 
Scenario I Scenario II Scenario III 

    Increase     
Financing ς Consolidated BNDES  R$302,022  TJLP (a)  6.75% 8.44% 10.13% 
Estimated Finance expense      R$ 20,386 R$ 25,491 R$ 30,595 

    Increase     
Consolidated debentures  R$65,614  IPCA (b)  2.95% 3.69% 4.43% 

    TJLP (a)  6.75% 8.44% 10.13% 
  R$203,524  CDI  6.89% 8.61% 10.34% 

Estimated Finance expense      R$ 21,141 R$ 24,993 R$ 28,866 

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

 
The Company has financial investment policies that require that investments focus on low risk securities 
and investments in first-tier financial institutions and are substantially remunerated based on percentages 
of the Interbank Deposit Certificate (CDI) variation, pegged to the rate, which directly affect the Company's 
financial income. The financial income from these investments, which are linked to the interest rate, 
represented 50% of the Company's financial revenue in 2017, compared to 58% in 2016 and 78% in 2015. 
 
In order to verify the sensitivity of the index in the financial investments to which the Company is exposed 
on the base date of December 31, 2017, 03 different scenarios were defined. Based on projections released 
by financial institutions, the average CDI is 6.89% per year and was defined as a probable scenario (scenario 
I), from it, variations of 25% (scenario II) and 50% (scenario III). 
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For each scenario, the gross financial income was calculated not taking into account the incidence of taxes 
on the income of the applications. The base date used for the portfolio was December 31, 2017, projecting 
a year and checking the sensitivity of the CDI with each scenario. 
 

Operation  Balances in 2017  Risk  
Probable 
Scenario (I) Scenario (II) 

Scenario 
(III) 

    Reduction     
Financial investments            R$345,632  CDI  6.89% 5.17% 3.45% 

Financial income        R$23,814 R$17,869 R$11,924 

 
The Company's foreign exchange rate exposure is mainly associated with the purchase of raw materials and 
/ or components for hardware manufacturing that historically accounted for approximately 80% of the 
hardware cost. 
 
In addition, some subsidiaries have international operations and are exposed to exchange risk arising from 
exposures in some currencies, such as the U.S. dollar (USD), Argentinean peso (ARS), Mexican peso (MXN), 
Taiwan new dollar (TWD), Chilean peso (CLP) and the Russian ruble. The Company ensures that its net 
exposure is maintained at an acceptable level in accordance with the policies and limits defined by the 
Management. 
 
We present below the balances of each group company, where we show that the consolidated net exposure 
is positive, since the asset balances are higher than the negative balances shown for the years ended 
December 31, 2017: 
 

2017 

Company  Accounts 
payable 

Cash and 
cash 

equivalents 
Accounts 
receivable 

Other 
assets 

Net 
exposure  Currency 

Bematech Hardware   (2,930) - - -  (2,930)   

Logic Controls Inc.   (2,476)  7,004   13,843   8,885   27,256   USD / CNY 

Bematech Ásia Co. Ltd   (18)  1,903   366   89   2,340   USD / TWD 

RJ Consultores México   (133)  41   760   48   716   Peso (MXN) 

CMNet Participações S.A. 
 

 (1,444)  1,245   1,040   197   1,038  
 EUR/ Peso (CHI 

and ARS) 
TOTVS México   (1,383)  3,005   1,193   -     2,815   Peso (MXN) 

TOTVS Argentina   (2,982)  5,970   1,914   -     4,902   Peso (ARS) 

TOTVS Incorporation   (159)  466   552   57,645   58,504   USD 

Total  (11,525)  19,634   19,668   66,864  94,641   

 
 

 

10.3. The executive officers shall comment on any material effects caused by the events 
mentioned below or to impact ǘƘŜ ƛǎǎǳŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀƴŘ ƛǘǎ ǊŜǎǳƭǘǎΥ 

a) introduction or sale of operating segment 

aŀǘŜǊƛŀƭ ŜŦŦŜŎǘǎ ƻƴ ǘƘŜ ƛǎǎǳŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ƻǊ ǊŜǎǳƭǘǎ ŘƛŘ ƴƻǘ ƻŎŎǳǊ ŀƴŘ ŀǊŜ ƴƻǘ ŜȄǇŜŎǘŜŘ to 

occur, in view of the introduction or sale of operating segment. 

b) constitution, acquisition or sale of equity interests  

Below, in chronological order, the main mergers and acquisitions of the Company occurred over the past 3 
years: 
 



 
 

116 
V1 

 

TOTVS S.A  Página 116 de 242  

National Computer Corporation (NCC): On July 8, 2016, TOTVS México and TOTVS S.A. acquired, 
respectively, 18.5% and 0.5% of the shares of the Russian company National Computer Corporation (NCC). 
The investment in this new company envisages a partnership to develop and launch in the Russian market 
a management system that combines reliability, safety, data integrity, continuity, high performance and 
scalability already present in TOTVS solutions. 
 
TOTVS RO: On August 1, 2016 TOTVS sold 100% of its participation on the capital stock of TOTVS Resultados 
ŜƳ hǳǘǎƻǳǊŎƛƴƎ [ǘŘŀΦ όά¢h¢±{ whέύ ǘƻ tǊƻǇŀȅ {Φ! όάtǊƻǇŀȅέύ ŦƻǊ wϷрΦнсс ƳƛƭƭƛƻƴΦ ¢ƘŜ ǎŀƭŜ ŀƎǊŜŜƳŜƴǘ ŀƭǎƻ 
establishes the payment of an additional variable amount of up to R$5.266 million adjusted by Selic Rate, 
which shall be paid ƛƴ ос ƳƻƴǘƘǎ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ƳŜǘǊƛŎǎ ŘŜŦƛƴŜŘ ŦƻǊ ¢h¢±{ whΩǎ ŎƭƛŜƴǘ ōŀǎŜ ǳƴǘƛƭ Wǳƭȅ омΣ 
2017.  
 
Bematech: On August 14, 2015, TOTVS and BEMATECH S.A. signed Protocol and Justification having as 
object the corporate reorganization resulting in the total ownership by TOTVS, of all of Bematech shares. 
The reorganization was consummated through the merger of Bematech's shares by a wholly owned 
subsidiary of TOTVS (Makira II) and, concomitantly, the incorporation of the subsidiary TOTVS, resulting in 
the migration of the shareholder base of Bematech to TOTVS. This reorganization resulted in a combined 
operation with R$2.2 billion net revenues in 2014. 
 
TOTVS Agro and P2RX: On April 18, 2015, the Company signed Share Purchase and Sale Agreement and 
Other Covenants, for the acquisition of 40% of the capital stock of TOTVS Soluções em Agroindústria S.A. 
όŦƻǊƳŜǊ tw· {ƻƭǳœƿŜǎ ŜƳ DŜǎǘńƻ !ƎǊƻƛƴŘǳǎǘǊƛŀƭ [ǘŘŀΦύ όά¢h¢±{ !ƎǊƻέύ ŀƴŘ пл҈ ƻŦ ǘƘŜ ŎŀǇƛǘŀƭ ǎǘƻŎƪ ƻŦ tнw· 
{ƻƭǳœƿŜǎ ŜƳ {ƻŦǘǿŀǊŜ {Φ!Φ όάtнw·έύΣ ōȅ ǘƘŜ ǘƻǘŀƭ ŀƳƻǳƴǘ ƻŦ wϷ8.833 million. TOTVS Agro and P2RX are 
companies that work in development of TOTVS management software and provision of IT services to the 
agribusiness segment. TOTVS already held 60% of the capital of TOTVS Agro and P2RX, and with this 
acquisition became the owner of 100% of the share capital of TOTVS Agro and P2RX. 
 
Neolog: On February 11, 2015, the Company signed Share Purchase and Sale Agreement and Other 
Covenants for the acquisition of Neolog Consultoria e Sistemas S.A. ("Neolog"), by which it will pay R$15.547 
million for the acquisition of 60% of capital. The Agreement also establishes the payment of a variable 
amount, which shall be paid according to the attainment of certain targets for Neolog until June 30, 2016. 

 

c) unusual events or operations 

There were no relevant or unusual events between 2015 and 2017. 

10.4. The executive officers shall comment on:  

a) significant changes in accounting practices 

There are no significant changes in accounting practices between 2015 and 2017. 
 

b) significant effects from changes in accounting practices 

The financial statements for the years ended December 31, 2017, 2016 and 2015, reflected in this document 

does not contain significant effects of changes in accounting practices in this period. 

c) ƛƴŘŜǇŜƴŘŜƴǘ ŀǳŘƛǘƻǊΩǎ ǉǳŀƭƛŦƛŜd opinion 

The Company does not have a track record of qualified opinions issued by its independent auditors. 
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10.5. The executive officers shall indicate and comment on the critical accounting policies 
ŀŘƻǇǘŜŘ ōȅ ǘƘŜ ƛǎǎǳŜǊΣ ŜǎǇŜŎƛŀƭƭȅΣ ŀƴŀƭȅȊƛƴƎ ǘƘŜ aŀƴŀƎŜƳŜƴǘΩs accounting estimates on 
ǳƴŎŜǊǘŀƛƴ ŀƴŘ ǊŜƭŜǾŀƴǘ ƛǎǎǳŜǎ ǘƘŀǘ ǿƛƭƭ ŜȄǇƭŀƛƴ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ŎƻƴŘƛǘƛƻƴǎ ŀƴŘ ǊŜǎǳƭǘǎ 
that require subjective or complex judgments, such as: provisions, contingencies, revenue 
recognition, tax assets, long-lived assets, non-ŎǳǊǊŜƴǘ ŀǎǎŜǘǎΩ ǳǎŜŦǳƭ ƭƛŦŜΣ ǇŜƴǎƛƻƴ ǇƭŀƴǎΣ  ŦƻǊŜƛƎƴ 
currency translation adjustments, environmental recovery costs, assets and financial 
instruments impairment test 

The preparation of financial statements requires the use of certain critical accounting estimates and 
judgment calls by Company management in applying the accounting policies of TOTVS S.A.  

 
Estimates and assumptions that show significant risk and that need a higher level of judgment and 
ƘŀǾŜ ŀ ƎǊŜŀǘ ŘŜƎǊŜŜ ƻŦ ŎƻƳǇƭŜȄƛǘȅ ŦƻǊ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎ ŀǊŜΥ 
 
(i) Impairment of tangible and intangible assets, including goodwill 
The calculation of fair value less selling costs is based on the available information on sale 
transactions for similar assets or market prices less additional costs to dispose of such asset. The 
calculation of the value in use is based on the discounted cash flow model. Cash flows derive from 
the budget for the next five years and do not include reorganization activities the Company has not 
committed with yet, or significant future investments that will improve the asset base of the cash-
generating unit being tested for impairment. The recoverable value is sensitive to the discount rate 
used in the discounted cash flow methodology, as well as to expected future cash to be received, 
and to the growth rate used for extrapolation purposes. 
 
 
(ii) Deferred taxes  
Deferred tax asset is recognized for all tax losses not used to the extent that it is probable that there 
is taxable profit available to allow the use of such losses. Significant management judgment is 
required in determining the amount of the deferred tax asset that can be recognized based on the 
probable deadline and future taxable income levels, as well as future fiscal planning strategies. 
 
(iii) Fair Value of Financial Instruments 
The interpretation of market data and the selection of valuation methods require considerable 
judgment and estimates to calculate the most appropriate realizable value. Consequently, the 
estimates presented do not necessarily show the amounts that may be realized in the market. The 
use of different market assumptions and/or methods may have a material effect on the estimated 
realizable values.  
 
(iv) Provisions for Tax, Civil and Labor Risks 
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. A provision for contingencies 
was set up by management, supported by its legal counsel and analysis of pending judicial 
proceedings, in an amount considered sufficient to cover probable losses. The provision amount 
ǊŜŦƭŜŎǘǎ ǘƘŜ ōŜǎǘ ŎǳǊǊŜƴǘ ŜǎǘƛƳŀǘŜ ƻŦ ǘƘŜ /ƻƳǇŀƴȅΩǎ aŀƴŀƎŜƳŜƴǘ ŀƴŘ ƛǘǎ subsidiaries.  
 
Financial instruments 
The Company classifies financial assets upon initial recognition into the following categories: at fair 
value through profit or loss and loans and receivables. The classification depends on the purpose for 
which the financial assets were acquired. 
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On December 31, 2017, 2016 and 2015, the Company had no financial assets classified as available 
for sale.  
 
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. 
 
a) Financial assets at fair value through profit or loss 
 
Financial assets at fair value through profit or loss include financial assets held for trading and 
financial assets designated upon initial recognition at fair value through profit or loss.TOTVS 
maintains investments in companies whose share of the interest is held indirectly through venture 
capital organizations and which are measured at fair value through profit or loss. 
 
b) Loans and receivables 
 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that 
are not quoted in an active market. After their initial measurement, these financial assets are booked 
at their amortized cost, using the effective tax rate method, less impairment losses. The Company's 
loans and receivables are mainly composed of "Accounts receivable and other receivables" and "cash 
and cash equivalents." 
 
Fair value measurement 
 
The Company measures financial instruments at fair value on each reporting date. Fair value is the 
price that would be received for the sale of an asset or paid for the transfer of a liability through an 
unforced transaction between market players on the measurement date.  
 
Fair value measurement is based on the assumption that the transaction to sell the asset or transfer 
the liabilities will take place: (i)In the main market for the asset or liability; or (ii) In the absence of a 
main market, in the most market advantageous for the asset or the liability. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements are 
categorized within the following fair value hierarchy, based on the lowest-level information that is 
significant for the measurement of the fair value as a whole: 
 
Å Level 1 ς Market prices quoted (without adjustments) in active markets for identical assets 

or liabilities; 
Å Level 2 ς Valuation techniques for which the lowest-level information that is significant for 

measuring the fair value is directly or indirectly observable; 
Å Level 3 ς Valuation techniques for which the lowest-level information that is significant for 

measuring the fair value is not available. 
 
Adjustment to present value of assets and liabilities 
Long-term monetary assets and liabilities are monetarily restated and therefore adjusted for their 
present value. The adjustment to present value of short-term monetary assets and liabilities is 
calculated, and only recorded, if it is considered relevant in relation to the financial statements taken 
as a whole. Based on the analysies made and management's best estimates, the Company concluded 
that the adjustment to present value of current monetary assets and liabilities is immaterial in 
relation to the financial statements taken as a whole and, therefore, did not record any adjustments. 
 
Translation of balances denominated in foreign currency 
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The functional currency of the Company and its subsidiaries domiciled in Brazil is the Brazilian Real, 
the same currency used to prepare and present the parent company and consolidated financial 
statements. 
 
With regard to subsidiaries located abroad considered independent by the Management as they 
have administrative, financial and operating autonomy, their assets and liabilities are translated into 
Brazilian real at the foreign exchange rate on balance sheet closing dates and their profit or loss are 
translated into Brazilian real at the average monthly rates of the periods. Adjustments to 
investments arising from foreign exchange are recognized as cumulative translation adjustments 
under equity. 
 
Accounts receivable from customers  
 
Accounts receivable from customers are shown at their net realizable value, and accounts receivable 
from foreign customers are restated using the exchange rates in force at the date of the Financial 
Statements. Accounts receivable maturing after one year are discounted to present value. 
Accounts receivable are recognized at nominal value and deducted from the allowance for doubtful 
accounts, which is set up based on the history of losses by maturity range, which the Company deems 
sufficient to cover any losses. 
 
Inventory 
Inventory are measured at the lower of cost and net realizable value. The cost of inventories is based 
on the principle of weighted average cost and includes expenditure incurred in the acquisition of 
raw materials, cost of production and processing and other costs incurred in bringing them to their 
existing location and condition. In the case of manufactured stocks and products in progress, cost 
includes a portion of general manufacturing costs based on normal operating capacity. 
 
Investments in subsidiaries 
¢ƘŜ /ƻƳǇŀƴȅΩǎ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ƛǘǎ ǎǳōǎƛŘƛŀǊƛŜǎ ŀǊŜ ǾŀƭǳŜŘ ōŀǎŜŘ ƻƴ ǘƘŜ Ŝǉǳƛǘȅ ŀŎŎƻǳƴǘƛƴƎ ƳŜǘƘƻŘΦ  
 
Property, plant and equipment 
Property, plant and equipment of the Company are booked at the acquisition cost and depreciation 
of assets is calculated according to the straight-line method, and takes into consideration the 
estimated useful economic life of assets.  
 
Leasing 
Leases of property, plant and equipment, of which the Company and its subsidiaries hold 
substantially all the risks and rewards of ownership, are classified as financial leases. These are 
capitalized at the start of the lease at the lowest value between the fair value of the leased asset and 
the present value of the minimum lease payments. 
 
Each payment of the lease is allocated, part of the liability and part of the financial charges, so that 
a constant rate is obtained on the outstanding debt balance. The corresponding liabilities, net of 
financial charges, are included in loans. Property, plant and equipment acquired through financial 
lease is depreciated over the useful life of the asset.  
 
Payments for operating leases (net of any incentives received from the lessor) are recognized in 
profit or loss using the straight-line method during the lease period. 
 
Intangible assets 
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Intangible assets acquired separately are measured at cost at the time of their initial recognition, 
whereas the cost of intangible assets acquired in a business combination corresponds to the fair 
value on the date of acquisition. 
 
The amortization of intangible assets is based on their estimated useful lives. Intangible assets 
identified, the amounts recognized and useful lives of assets resulting from a business combination 
are based on a technical study by an independent specialized Company. 
 
Revenues and Expenses 
The Company and its subsidiaries earn software license revenue, made up of licensing and 
subscription fees, revenue from services that includes consulting fees, revenue from support 
services, revenue from maintenance and revenue from hardware. Revenues are presented net of 
taxes, returns, allowances and discounts, when applicable. 
 
Software revenue is recognized in accordance with the following models:  
 

(i) Licensing rate, when the ownership of licenses for solutions is transferred to the 
client: is recognized when all risks and rewards inherent to the license are 
transferred to the buyer through software delivery and when the amount can be 
measured reliably, as well as it is probable that economic benefits be generated for 
the benefit of the Company. 
 

(ii) Subscription, when licenses are made available to the client upon subscription: are 
recognized on a monthly basis over the terms of the agreements with customers.  

 
(iii) Revenue from maintenance, comprising technological developments and technical 

support services (phone or Internet service for inquiries) are recognized monthly 
over the terms of the agreements with customers.  

 
Revenue from services is billed separately and recognized as the services are performed. Billed 
revenue that does not meet the recognition criteria is not included in the balances of respective 
revenue account and accounts receivable.  
 
Hardware revenue is recognized when there is a reliable evidence that: (i) the risks and rewards 
inherent to the product were transferred to the buyer; (ii) the economic benefits will flow to the 
entity; and (iii) the associated costs and possible return of goods may be estimated reliably. If a 
discount can probably be granted and the amount can be reliably measured, the discount is 
deducted from revenue as sales are recognized.  
 
The costs related to revenue from licensing fees include the costs of acquisition of databases, the 
costs of the media in which the products are delivered, and the price of licenses paid to third parties, 
in the case of resold software. Costs related to revenue from maintenance and services consist 
mainly of the salaries of consulting and support personnel and other costs related to those areas.  
 
Expenses with research and development incurred by the development (software programming and 
manufacturing) area, linked to new software versions and upgrades of existing software are 
registered as expenses for the year in which they are incurred and are stated separately from selling 
costs, in operating expenses.  
 
Taxation 
Taxes on sales 
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Revenues from sales and services are subject to the following taxes and contributions, by the 
following basic rates: 

¶ Contribution tax on Gross Revenue for Social Integration Program (PIS) 0.65% and 1.65%; 

¶ Contribution tax on Gross Revenue for Social Security Financing (COFINS) 3.0% and 7.6%; 

¶ Service Tax (ISS) between 2% and 5%; 

¶ National Social Security Institute (INSS) of 4.5%; and 

¶ Value-added tax (ICMS) of between 4% and 12%. 
 
These charges are stated as sales deductions in the statement of income. 
 
Income and social contribution taxes ς current and deferred  
The taxation on income includes Income and Social Contribution Taxes, which stand at the nominal 
rate of 34% on taxable income recognized using the accrual basis of accounting. Income taxes are 
recognized in the income statement, except if related to items directly recognized in equity or 
comprehensive income. In this case, the tax is also recognized in equity or comprehensive income.  
 
Deferred income tax and social contribution assets are recognized only when it is probable that 
future taxable income is available and against which temporary differences can be used.  
 
Deferred tax assets and liabilities will be stated net if there is a legal or contractual right to offset the 
tax asset against the tax liability, and deferred taxes are associated with the same tax entity and 
subject to the same tax authority. 
  
Share-based payment 
The Company measures the cost of share-settled transactions involving employees based on the fair 
value of equity instruments on the granting date.  
 
The fair value of each option granted is estimated at the grant date based on the Black-Scholes 
option pricing model. For restricted shares, the fair value is the market value of each restricted share 
on the grant date. 
 
Government subsidy  
Bematech, a subsidiary of TOTVS S.A., enjoys the tax benefit established by State Decree 1,922/2011, 
which allows the appropriation of presumed State Goods and Services Tax ("ICMS") credit equivalent 
to the rate provided for in the respective output of goods listed in the Decree. This benefit applies 
to industrial plants manufacturing IT and automation products located in the state of Paraná and 
which meet the requirements of the Law of Information Technology. This credit is given as a subsidy 
for investments, for which the Company must: 
 

a) have publications in Interministerial Decree (Finance, Development, Industry and 
Foreign Trade, and Science and Technology); and  
b) invest in research and development activities according to item II, paragraph 2, of 
Article 1 of State Decree 1,922/2011. 

 
 

10.6. The executive officers shall explain the relevant items not evidenced in the 
ƛǎǎǳŜǊΩǎ ŦƛƴŀƴŎƛŀƭ ǎǘŀǘŜƳŜƴǘǎΣ ƛƴŘƛŎŀǘƛƴƎΥ 

a. the assets and liabilities held by the issuer, directly or indirectly, not included in the 
balance sheet (off-balance sheet items), such as: 

i. operating leases, assets and liabilities 




















































































































































































































































