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Financial and Operating Highlights 

 
(i) Net Income without the effects of expenses with amortization of intangibles arising from acquisitions 

 
Recurring Revenue: R$484.7 million (+13.1% vs. 2Q19 and +3.0% vs. 1Q20) 

ARR: R$2,082.0 million (+14.7% vs. 2Q19 and +2.6% vs. 1Q20) 

Supplier: consolidation of May and June results 

Delinquency and Losses in Credit Products: maintaining the rate below 2%, with losses 
in similar levels to May/June 2019 

Consinco and Wealth Systems: consolidation of second quarter results 

ESG Agenda: publication of Integrated Annual Report  

 

 

 

CONFERENCE CALL – PORTUGUESE: August 6, 2020, 11:00 a.m. (Brasília)  

Webcast: click here. Tel: +55 11 3181-8565 or +55 11 4210-1803 (password – TOTVS). 

Replay: +55 (11) 3193-1012 or +55 (11) 2820-4012 (password – 7935507#) until August 12, 2020  

or at ri.totvs.com.br 

 

CONFERENCE CALL - ENGLISH (Simultaneous translation): August 6, 2020, 11:00 a.m.  

(Brasília) 

Webcast: click here. Tel: US Toll Free +1 844 204-8942 | International  

+1 412 717-9627 | Brazil +55 11 4210-1803 or +55 11 3181-8565 (password  – TOTVS).  

Replay: +55 (11) 3193-1012 or +55 (11) 2820-4012 (password – 8917528#) until August 12, 2020  

or at ir.totvs.com 

 

 

                          

           

 

 
 

  

  

 

 

 

 

São Paulo, August 5, 2020 – TOTVS S.A. (B3: TOTS3), the leading developer of business solutions in 

Brazil, announces today its results for the second quarter of 2020 (2Q20). The consolidated financial 

statements of the Company were prepared in accordance with the accounting practices adopted in Brazil, 

which are in consonance with the International Financial Reporting Standards (IFRS). Starting this quarter, 

the results of Supplier S.A. (May and June) and Wealth Systems are included in the consolidated results of 

TOTVS. 

  IR CONTACTS 

Tel.: +55 (11) 2099-7773 

+55 (11) 2099-7097 

+55 (11) 2099-7089 

ri.totvs.com.br 

ri@totvs.com.br 

 

2Q20  
EARNINGS RELEASE 

 

(i)

https://choruscall.websiteseguro.com/totvs/2t20.htm
https://choruscall.websiteseguro.com/totvs/2Q20.htm
mailto:ri@totvs.com
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Recent Events 
LAUNCH OF NEW TECHFIN PRODUCTS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EARLY REDEMPTION OF 2ND ISSUE OF DEBENTURES 

 
 

 
 
 

INTEREST ON EQUITY FOR 1H20  

 

 

 

 

     During the period, TOTVS announced the launch of three new products in the 

portfolio of its TECHFIN business division, whose strategy is to expand, simplify 

and cheapen the access of its clients to financial services through technology 

and data.  

                                     The first is TOTVS Painel Financeiro, a cash management, financial 

planning and projection platform that provides data access and accurate performance indicators to 

enable quick and safe financial decision-making. The platform is the central tool and is fully integrated 

with TOTVS ERPs, enabling finance managers to monitor cash flow in real time, besides evaluating 

customized periods and anticipating trends. The Painel Financeiro is also a service portal offering credit 

and financial services integrated into the platform. The second launch is TOTVS Mais Prazo, which, 

like TOTVS Antecipa, is the result of the acquisition of Supplier. It is a 100% digital credit platform that 

enables companies to extend payment deadlines or allow payment in installments, in a simple and quick 

manner, as well as payment of invoices of their suppliers, at attractive rates, giving them the benefit of 

longer periods to stretch their cash availability. Finally, we have another novelty, TOTVS Mais 

Negócios, a solution that enables large companies to expand their customers' credit limits and payment 

terms, increasing their sales without assuming the risk of default. In this model, whoever hires the 

solution starts to offer a more attractive payment condition to their customers, without changing their 

receipt terms, without returning the sales made, and with the additional credit limit that the industry 

already offers, the which guarantees a healthier cash flow for those who buy and those who sell. 

These products are already being made available through TOTVS 'distribution platform, as well as 

Antecipa and Consignado. With this new package of solutions, TOTVS seeks to generate value with 

Supplier's business and add innovation in financial services, strengthening its purpose of increasing the 

efficiency and profitability of its clients' businesses, especially at a time when the pandemic of Covid-19 

imposes additional challenges on everyone. We highlight that this quarter, TECHFIN reached the mark 

of 100 aggregate customers using its solutions, since the launch of its first products just over 6 months 

ago, showing the evolution of the strategy and the portfolio. 

On August 3, 2020, the Board of Directors resolved on the distribution of interest on equity (IOE) relating 

to the first half of 2020 (1H20) in the amount of R$39.7 million, corresponding to R$0.07 per share, 

which will be paid on October 22, 2020 to shareholders of the Company on record on August 10, 2020. 

On August 10, 2020, TOTVS will early redeem all the debentures of the 2nd issue of simple, non-

convertible debentures. The debentures mature on April 22, 2021 and the early redemption will be 

carried out, pursuant to the indenture of the 2nd Issue, upon payment of a premium corresponding to 

0.10% of the nominal unit value plus compensatory interest calculated on a pro rata temporis. 
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INSTITUTIONAL INVESTOR RESEARCH AWARD 

 

 

 

 

 

 

PUBLICATION OF 2019 INTEGRATED REPORT 

 

 

 

 

 
 

ACTIONS WITH THE ECOSYSTEM - COVID-19 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 

 
 
 
 
 
 

 

According to a survey released in 2Q20 by Institutional Investors Research, TOTVS was highlighted in 

the technology sector in Latin America. The ranking was prepared based on the vote of around 600 

investors and market analysts, from Brazil and abroad, who chose the highlights in the 16 most relevant 

segments of the economy. Among the 11 categories of the General and MidCap rankings, TOTVS appears 

as a reference in 9 of them, with emphasis on the first place positions for Best CEO in the 2 rankings 

and Best CFO, Best Investor Relations Program and Best Investor Relations Team in the MidCap.  The 

publication also awarded the company in first place for Best IR Program, Best IR Team, Best Analyst 

Day and Best ESG Metrics (Environmental, Social and Governance). 

 

As part of the ESG Agenda, the Company released on August 5, 2020, the fourth edition of the Integrated 

Report, referring to the operations of the year 2019.  Connected to the main global trends in corporate 

reporting, the TOTVS report voluntarily adopts Global guidelines Report Initiative (GRI) and the 

International Integrated Reporting Council (IIRC) and integrates the advances related to the 

commitment to the evolution of the 10 principles of the United Nations Global Compact and the 

Sustainable Development Goals (SDGs).  The full 2019 Integrated Report is available on the Investor 

Relations website (http://ri.totvs.com.br/) in the section “Financial Information> Integrated Report”. 

In the pandemic period, TOTVS developed several actions for its ecosystem, promoting social 

responsibility with employees, the sector and society. The Crisis Management Committee has been 

evaluating the possibility of a gradual and voluntary return of TOTVERS to security offices, based on 

official health guidelines for the cities in which we have units.  We highlight that the Company did not 

adopt measures to reduce wages and the workload of its employees during the period, nor did it reduce 

teams.  
 
In the same period, there was also the TOTVS Talks Live Marathon, which featured 20 free broadcasts, 

with debates on the impacts in 12 sectors and valuable content on the economic recovery after the 

crisis.  TOTVS helped prepare the Minimum Protocol for Return to activities by the Brazilian Association 

of Information Technology and Communication Companies (Brasscom). In the social sphere, on July 

17, it launched a fundraising campaign to support families living in extreme social vulnerability and to 

support the continued professional training of students at the Instituto da Oportunidade Social (IOS), 

an entity founded by TOTVS in 1998 and which it has trained more than 36 thousand young people 

and people with disabilities for the job market.  IOS faces the greatest of all its challenges to date: the 

Covid-19 pandemic and its impact on students' family income and study routines.  The “TOTVERS que 

FAZEM” campaign joins the efforts of TOTVS, TOTVERS, franchise employees and partners to support 

these students and their families, providing food and hygiene items, and sponsored internet to access 

IOS content, ensuring the continuity of studies 1600 students enrolled in the 2nd semester. The 

initiative also involves assistance to 140 families in the cities across Latin America where we are present. 
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Operating and Financial Performance 
This quarter, the data shown in this section consolidate the results of April, May and June 2020 for Consinco 

and Wealth Systems and May and June 2020 for Supplier S.A.  

With the acquisition of Supplier, we took an important step in executing the Techfin strategy by adding the 

capacity to offer B2B credit, especially in relations between clients and suppliers. As such, to facilitate 

managerial monitoring of the performance of this new business, we will present the financial and operating 

results of TOTVS broken down among the following business segments: 

Technology Segment: represents TOTVS' software businesses. This segment includes the following 

domains: Management, with ERP, HR and Vertical solution, Business Performance, which started to be built 

with CRM, e-Commerce and other solutions that will be added to the portfolio, and Techfin solutions, which 

do not involve the assumption of credit risk and/or the definition and/or application of credit policies, such 

as partnerships for payroll loans, TEF, Financial Panel, and others that will be added in the future.   

Credit Products Segment - Supplier: includes Supplier's businesses that involve the origination, 

assumption of some degree of credit risk and/or the definition and/or application of credit policies, such as 

“Supplier Card," “Antecipa” and “Mais Prazo.” This segment also includes the results of the subordinated 

quota of the receivables securitization vehicle (FIDC - Cartão de Compra Supplier Fundo de Investimento em 

Direitos Creditórios), to which Supplier currently assigns the credits originated.  

The following table breaks down the information by segment: 

 

          

 

 

 

 

 

 

 

 

   (i) Net Income without the effects of expenses with amortization of intangibles arising from acquisitions 
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Results from Technology  

 

Net Revenue 

Net revenue from Technology grew 6.5% from the same period last year, mainly driven by the 13.1% growth 

in Recurring Revenue, which accounted 80.7% of total revenue in the quarter. On the other hand, Non-

Recurring Revenues declined 14.3%, mainly due to the long-term trend of a drop in service revenue, as well 

as the slight reduction in license revenue, both impacted in the quarter by the economic crisis caused by the 

Covid-19 pandemic. Net Revenue remained in line 

with the 1Q20 figure, despite the positive impact 

of the increase in licenses under the Corporate 

Model in the first quarter. Comparing 1H20 with 

1H19, the 13.1% growth in Recurring Revenue 

was decisive for the 6.6% growth in Net Revenue, 

since Non-Recurring Revenues fell 12.7% in the 

same period.  

Recurring Revenues 

The growth of 13.1% year on year and 3.0% quarter 

on quarter reflects the additional revenue brought by 

new sales to existing and new clients during the 

period, net of churn but including inflation 

adjustments on agreements during the period. Apart 

from these factors, Recurring Revenues this quarter 

were also impacted by the consolidation of Wealth 

Systems' results since April 2020, and the 

consolidation of three months of Consinco, compared 

to the consolidation of two months in 1Q20. In terms 

of organic growth, the increase was 9.1% compared 

to 2Q19.  

Annualized Recurring Revenue (ARR) was a net 

addition of R$52.5 million compared to 1Q20, of which 

R$11.4 million is inorganic, resulting from the 

acquisition of Wealth Systems. As such, organic net 
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addition totaled R$41.1 million, notably driven by sales of cloud solutions and solutions designed to help 

customers operate in the new working environment, especially remotely. The 17.5% reduction in organic 

Net Additions compared to 2Q19 and 25.5% compared to 1Q20 is due to longer grace periods granted on 

new sales as a result of the strategy adopted to maintain the pace of new business deals, and the slight 

reduction in the signing of new agreements at the height of the crisis, especially in sectors worst affected by 

the pandemic, such as:  Hospitality (e.g. hotels and restaurants), a few Retail segments such as Fashion and 

Microenterprises. 

Finally, the customer renewal rate reached the highest ever mark of 99.0% even during a quarter impacted 

by the crisis, which demonstrates the high degree of customer loyalty and the critical nature of the solutions 

provided by TOTVS.  

Non-Recurring Revenue 

Total Non-Recurring Revenues decreased 14.3% year on year, mainly due to the 20.2% drop in Non-

Recurring Service Revenues, which, as already mentioned in previous quarters, is associated with the higher 

share of sales of cloud solutions, which require fewer services, as well as the higher share of franchises and 

other channels in the execution of implementation services.  

In the quarter-on-quarter comparison, Non-Recurring Revenues decreased 11.3%. Apart from the downward 

trend in services as mentioned earlier, the 19.2% decline in License Revenue is associated with the seasonal 

effect of the R$18.8 million increase in license revenues from the Corporate Model in 1Q20.  Excluding this 

seasonal effect, License Fee Revenues grew 19.3% in the quarter, driven by sales at the company's own 

units.  Compared to 2Q19, there was a slight reduction of 4.1%, despite the crisis caused by the pandemic. 

Costs 

Costs dropped 4.3% from 1Q20, mainly due to the following factors:  (i) more employees on vacation; and 

(ii) the reduction in expenses related to the execution of services (e.g. travel expenses), since these services 

are being provided remotely.  In the year-on-year comparison, the decline was 7.0%, due to the factors 

already mentioned in the quarter-on-quarter comparison; the scaledown in the services structure in 4Q19; 

and the growth in recurring revenues associated with cloud solutions, which offer greater scalability.  

The growth in Recurring Revenues, combined with the reduction in costs, resulted in gross margin of 71.1% 

in the quarter, an increase of 420 basis points from 2Q19 and 130 basis points from 1Q20. In 1H20, gross 

margin reached 70.5%, up 320 basis points from 1H19. 

Research and Development 

Research and Development (R&D) expenses increased 6.1% from 2Q19 due to the following factors:  (i) 

consolidation of the results of Consinco and Wealth Systems; (ii) higher provision for bonus and long-term 

share-based incentive plan; and (iii) investments in innovation, especially those related to Techfin solutions, 

telemetry usage and APIs. Compared to 1Q20, R&D expenses declined 0.4%, despite the consolidation of 

Wealth Systems and three months for Consinco in 2Q20, compared to two months in 1Q20. This is mainly 

because more employees went on vacation than is usual in the 2nd quarter, due to the Covid-19.  

Note that R&D expenses decreased 110 basis points as a percentage of Recurring Revenue, from 23.2% in 

1H19 to 22.1% in 1H20, which shows disciplined cost management and the prioritization of investments that 

drive Recurring Revenue growth. 

Selling and Marketing Expenses 

Selling and Marketing Expenses corresponded to 16.5% of Net Revenue in 2Q20, down 160 basis points 

from 2Q19, mainly due to the following factors: (i) more employees on vacation in the quarter; (ii) sales mix 

between own channels and franchises; and (iii) cancellation of the Company's largest annual event:  Universo 

TOTVS, due to the Covid-19 pandemic. When compared to 1Q20, apart from the other factors mentioned 
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earlier, the decline of 340 basis points as a percentage of Net Revenue was caused by the temporary 

scaledown of the "TOTVS BELIEVES IN THE BRAZIL THAT MAKES IT HAPPEN” campaign. In 1H20, selling 

and marketing expenses in relation to Net Revenue rose 20 basis points due to higher sales volume and the 

consolidation of Consinco and Wealth Systems. 

Allowance for Doubtful Accounts 

Though actual losses did not deviate significantly from the historical average, Allowance for Doubtful 

Accounts increased in the annual, quarterly and half-yearly comparisons, mainly due to the effects of the 

Covid-19 pandemic, which led to an increase in the average maturity and number of overdue bills in the 

receivables portfolio, especially in the initial aging groups and those related to clients with a lower propensity 

to pay.  This increase in overdue bills largely reflects lower punctuality on the part of clients, that is, a delay 

in bill payments.  

The provision reflects the perceived increase in credit risk at the moment, since it is calculated based on the 

history of losses in each aging group in the receivables portfolio, according to the propensity for payment 

assigned to clients by credit bureaus. As supply chains get normalized, average payment terms and 

punctuality tend to gradually converge to historical levels, accompanied by the allowance. 

General and Administrative Expenses and Provision for Contingencies 

General and administrative expenses plus Provision for Contingencies corresponded to 11.0% of revenues in 

2Q20, versus 9.6% in 2Q19, mainly due to the: (i) consolidation of the results of Consinco and Wealth 

Systems; (ii) higher bonus provision associated with the achievement of collective and individual targets;  

(iii) higher provision for the Share-Based Long-Term Incentive Plan due to the appreciation of the share price 

in recent grants; and (iv) increased provision for contingencies due to the revision of estimated losses in line 

with the progress of the lawsuits, emphasizing that the volume of new lawsuits continues to decrease. These 

same effects also explain the increase of 60 basis points in relation to revenue in comparison with 1Q20 and 

the increase of 30 basis points between 1H19 and 1H20, now representing 10.7% of Revenue, versus 10.4% 

in 1H19. 

Other Operating Income (Expenses) 

The drop in this line in the year-on-year comparison is due to the recovery of tax liabilities during the course 

of 2019, which did not repeat in 2020. 

EBITDA 

The continuous growth in Recurring Revenues, combined with the disciplined management of costs and 

expenses, resulted in an expansion of 220 basis points year on year in the EBITDA Margin, which reached 

22.8% in 2Q20, despite the higher provisions for bonuses, the long-term incentive plan and doubtful 

accounts. Apart from the factors mentioned in the year-on-year comparison, 180 basis point increase in 

EBITDA Margin in relation to 1Q20 resulted from the capacity of the TOTVS management and teams 

(TOTVERS) to quickly adapt to the challenging scenario caused by the Covid-19 crisis, which involved home 

office and scheduling vacations, maintaining the levels of engagement, customer service and allocation of 

professionals to projects, while avoiding cuts in teams, working hours and salaries. It is worth mentioning 

that some of these measures that contributed to the 2Q20 result will not be repeated in the second half, 

such as the higher level of vacation. 
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Result from Credit Products - Supplier 
For strictly comparison purposes, we are presenting Supplier's results in May and June 2019. Also, Appendix 

I brings a reconciliation between the results of 2019 published by Supplier (before the acquisition) and the 

standard presentation of TOTVS results.  

 
                                                 (i) Data presented only for comparison purposes not consolidated in the Company's 2019 results.  Further details available in Appendix I 

Revenue from Credit Products 

Revenue from Credit Products is earned from credit operations in the chains served by Supplier. These 

Revenues, in May and June 2020, decreased by 19.2% in relation to the same period in 2019, due to the 

following effects of the pandemic: (i) reduction of credit portfolio; and (ii) drop in the average Selic rate, 

from 6.5% in 2Q19 to 2.9% in 2Q20, impacting the nominal composition of the final rate used in credit 

products, even though average spread remained almost stable.  

As for the credit portfolio, the reduction is due to: (i) the reduction in credit volume, which reflects the slower 

pace of economic activity, and the consequent reduction in the transactions carried out by the chains served 

by Supplier; (ii) a more conservative approach by Supplier in managing credit approval limits in order to keep 

defaults within historical levels, which are the biggest priority in this business; and (iii) the average term of 

credit portfolio (around 50 days), which increases the need for replenishment through new sources. On the 

other hand, it must be noted that the short average term of Supplier's portfolio enabled quick renegotiation 

of fees with Affiliates and, consequently, the maintenance of spreads.   
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Costs of Credit Products 

The costs of credit products, which include funding costs of senior and mezzanine quotas, credit insurance 

costs and the credit analysis structure, fell 3.7% in May and June compared to the same period in 2019.  

This reduction in costs, proportionally lower than the decline in revenues, is due to the change made in 

Supplier's capital structure to meet one of the conditions precedent to conclude its acquisition by TOTVS.  

This condition precedent was aimed at changing Supplier's business model from a more traditional format to 

a business model called Fintech. In the traditional model, Supplier carried a significant part of the portfolio 

and credit risk on its own balance sheet. In the Fintech model, there is a reduction in exposure to credit risk, 

which is currently limited to the capital employed in the subordinated quota of the FIDC, which now 

represents 4.5% of the fund's equity, compared to 20% in the previous model. 

                               * Accounts Payables to partners 

Another factor that negatively influenced costs is related to the extraordinarily high level of FIDC cash in the 

period, as a result of the effects of the Covid-19 pandemic, which contributed to the mismatch between the 

increase in the fund's equity and the reduction of the loan portfolio, as shown in the graph on the side. At 

Supplier itself, cash was also above historical 

levels, as a result of the credit portfolio being 

concentrated in the FIDC balance sheet.  

The increase in the fund's equity was carried 

out to face the transfer of the credit portfolio 

that was kept in Supplier's balance sheet and 

which was assigned to FIDC before the 

closing of the acquisition by TOTVS. In 

preparation for this increase in the FIDC, 

there was a reformulation of its regulation, 

which promoted the following changes: (i) 

reduction of the representative of the subordinated quota from 20% to 4.5%; and (ii) creation of the 

mezzanine I and mezzanine II quotas. Thus, the excess cash generated by the funding incurred remuneration 

for the senior and mezzanine shares, without any revenue beyond that earned by the simple financial 

application of cash, which resulted in a penalty on the remuneration of the subordinated quota.  

Operating Expenses 

Operating Costs, which include administrative, selling and technology expenses, which are business support 

areas, declined in May and June 2020 when compared to the same period in 2019, essentially due to the 

lower provision for bonuses and collections costs.  
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Allowance for Doubtful Accounts, Defaults and Losses 

Note that, as already explained earlier, Supplier's most valuable asset is the preservation of a healthy history 

of credit losses. Considering this, all the decisions take into account the best management of this indicator. 

The crisis caused by Covid-19 was a major 

stress test for Supplier, especially on the 

subject.  Considering the average portfolio term 

of around 50 days, Supplier already had two 

complete life cycles of the portfolio during the 

pandemic.  And, until now, the effective rate of 

losses has not deviated significantly from its 

low historical average.  This fact, more than any 

other, shows the resilience of the business 

model and its as well as its efficiency in granting 

credit.   

At the end of June 2020, the credit portfolio had an average default rate of 1.99%, compared to 1.22% in 

June 2019, resulting in an allowance for expected losses in the FIDC of R$4.8 million in May and June 2020, 

compared to R$1.1 million in the same period in 2019.  

As shown in the graph, at the start of the period 

impacted by Covid-19, the 30-day delinquency 

portfolio registered the highest increase in 

defaults. Thanks to a more conservative 

approach taken by Supplier in setting the credit 

approval limits during this period, default rates 

quickly returned to levels prior to the Covid-19 

period, as already mentioned in the “Revenue 

from Credit Products” section.  If this behavior 

is continued, the provisions accrued in the 2nd quarter will probably be sufficient to cover actual losses.  

EBITDA of Supplier 

The 96.6% drop in EBITDA in May and June 2020 compared to the same period in 2019 is due to lower 

revenues, as explained in the “Revenue from Credit Products” combined with a higher provision for expected 

losses with defaults and. 
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CONSOLIDATED RESULTS AFTER EBITDA  

Depreciation and Amortization Expenses  

 

The increase in Depreciation in both the annual and half-yearly comparisons is due to the consolidation of 

the results of Consinco, Wealth Systems and Supplier. The increase in Amortization expenses was due to the 

start of accounting amortization of goodwill arising from the acquisitions of Consinco (since February), Wealth 

Systems (since April) and Supplier (since May 2020), which jointly had an impact of R$14.4 million in 2Q20 

and R$1.7 million in 1Q20. The tax benefits of the amortization of these goodwill amounts may be used 

when these companies are merged or sold. 

Financial Result 

 

The Financial Result increased in relation to 2Q19, mainly due to the decline in interest expenses caused by 

the reduction in adjusted net debt during the period.  

Compared to 1Q20, the Financial Result decreased mainly due to the increase in Financial Expenses resulting 

from the cost of issue and interest payable on the 2nd issue debentures carried out in April 2020, which, as 

mentioned in the Recent Events section, will be redeemed fully on August 10, 2020. In the half-yearly 

comparison, the higher average cash balance in 1H20 combined with lower debt resulted in the positive 

Financial Result in 1H20. 

Income Tax and Social Contribution  

 

The year-on-year increase in the effective Income Tax and Social Contribution rate in both the quarter and 

the six-month period was mainly caused by the net effect of the exclusion, for the purpose of calculating 

Income Tax and Social Contribution, of expenses incurred with the follow-on offering in 2Q19, which were 

partially offset by higher R&D investments as encouraged by the Lei do Bem in the period. In relation to 

1Q20, the reduction in the effective rate is essentially related to the higher use of the R&D incentive. 
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Net Income and Net Income Excluding Amortization of Acquisitions 

 

The amortization of intangible assets resulting from the acquisitions of Supplier, Consinco and Wealth 

Systems was the main factor behind the lower growth of net income compared to EBITDA in 2Q20, in 

comparison with both 2Q19 and 1Q20. As such, considering the importance of the Company's acquisition 

strategy and to facilitate the monitoring of its net income growth, starting this quarter we will also disclose 

the metric "Net Income Excluding Amortization of Acquisitions", which represents Net Income without the 

effects of the amortization of intangible assets resulting from acquisitions. As shown in the table above, Net 

Income Excluding Amortization from Acquisitions grew 15.8% in comparison with 2Q19 and 6.0% in 

comparison with 1Q20, while EBITDA grew 18.1% and 8.6%, respectively. 

CASH FLOW   
Despite the accounting treatment for consolidating the FIDC while preparing the Consolidated Financial 

Statements, we believe that it is not the best way to monitor the Company's actual cash position mainly due 

to the following reasons:  (i) the FIDC is an independent entity, with independent management, in which the 

subordinated shares held by Supplier represent only 4.5% of the fund's capital; and (ii) the credit risk is 

transferred to the fund when the credits are assigned by Supplier, whose risk is limited exclusively to the 

capital employed in its subordinated shares.  Accordingly, the Cash and Cash Equivalent balances of FIDC 

(specified in the Securities line), as well as senior and mezzanine quotas, were excluded from the table 

below.  

 
            (i) Net cash from operating activities (+) Net cash from investment activities (-) Interest paid net of income tax (-) Amounts paid for the acquisition of equity interest. 
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The 11.4% year-on-year growth in Free Cash Flow was lower than the 18.1% growth in EBITDA in the same 

period, mainly due to: (i) the increase in funds invested in working capital due to the consolidation of 

Consinco and Wealth System; and (ii) increase in the average term of accounts receivable due to the Covid-

19 scenario. These factors also impacted the comparison with 1Q20, but the 38.0% growth in Free Cash 

Flow was substantially higher than the 8.6% growth in EBITDA in the quarter, mainly due to the greater use 

of taxes to be recovered and the extension of the federal tax payment period implemented by the 

government during the pandemic period. 

Regarding cash flow from financing activities, the year-on-year decline was impacted by the follow-on share 

offering in 2Q19. If the follow-on offering is disregarded, there was an increase of 33.3% year on year, 

mainly from the net effect of: (i) the payment of dividends and interest on equity amounting to R$63.6 

million; (ii) R$200.0 million raised from the 2nd public issue of non-convertible debentures; and (iii) the 

partial execution of the share buyback program amounting to R$54.8 million to cover the Long-Term 

Incentive Plan based on the Company's Restricted Shares. 

GROSS AND NET DEBT 

Following the assumptions described in the “Cash Flow” section, the consolidation of the effects of the FIDC 

may affect the monitoring of the Company's real debt level. Accordingly, the Cash and Cash Equivalent 

balances of FIDC (specified in the Securities line), as well as senior and mezzanine quotas, were excluded 

from the calculation of gross and net debt. 

 

Adjusted Gross Debt totaled R$859.0 million in 2Q20, as against R$677.5 million in the same period last 

year. This growth is mainly due to the sum of R$200.0 million raised from the 2nd Issue of non-convertible 

debentures.  

The balance of cash and cash equivalents of R$1,263.9 million at the end of 2Q20 corresponded to 1.5 times 

the balance of Total Adjusted Gross Debt and 2.6 times the balance of Adjusted Gross Debt of the next 12 

months.  This position reflects the Company's strong financial liquidity to carry out its operations and execute 

its business strategy in 3 dimensions (Management, Techfin and Business Performance).  
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OWNERSHIP STRUCTURE 

TOTVS ended 2Q20 with Capital Stock of R$1.382 billion, consisting of 577,913,181 common shares and 

free float of 83.1%. Free float is calculated as the total shares of the Company, excluding shares owned by 

Management and related persons, as well as treasury stock.  

 

 

 

 

TOTVS 
 

 

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

of TOTVS management. Words such as "anticipate", "wish", "expect", "foresee", "intend", "plan", "predict", "project", "desire" 

and similar terms identify statements that necessarily involve known and unknown risks. Known risks include uncertainties that 

are not limited to the impact of price and product competitiveness, the acceptance of products by the market, the transitions of 

the Company’s products and those of its competitors, regulatory approval, currency fluctuations, supply and production difficulties 

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

exclusively for informational and reference purposes and are therefore unaudited. This report is updated to the present date and 

TOTVS is under no obligation to update it further to include new information and/or future events. 

Totvs, which provides business solutions for companies of all sizes, in the form of management 

software, productivity and collaboration platforms and consulting services, is the absolute leader 

in Brazil’s small and midsized businesses (SMB) market. With approximately 50%  market share  

in Brazil, it is the only technology company in the Interbrand ranking of the most valuable 

brands in Brazil. TOTVS is present in 41 countries, with net revenue of more than R$2 billion. 

In Brazil, it has 15 branch offices, 52 franchises and 10 development centers. For further 

information, visit www.totvs.com.br. 
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APPENDIX I  
Reconciliation of Supplier 2019 Results 

  

 

 

 

Quarterly Results of Supplier – 2019 

(i) R$6,212 of Credit Rights Insurance Expenses reclassified from “Cost of Credit Products”. 

(ii) R$13,572 of Tax Expenses reclassified from “Operating Expenses”. 

(iii) R$13,572 of Tax Expenses reclassified to “Tax over Revenues” (+) R$9,215 of Cost with Credit Analysis reclassified to “Cost of Credit Products”. 

(iv) R$44,077 of senior quota remuneration reclassified to “Cost of Credit Products”. 

(v) R$6,212 Credit Rights Insurance Expenses reclassified from “Gross Revenue - Credit Products” (+) R$9,215 Cost with Credit Analysis reclassified from “Operating 

Expenses” (+) R$44,077 of senior quota remuneration reclassified from “Financial Results” (+) R$37 reclassified from “Allowance for doubtful Account” 
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APPENDIX II 
Consolidated Income Statement

 
(i) Net Income without the effects of expenses with amortization of intangibles arising from acquisitions 
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APPENDIX III 
Balance Sheet  
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Appendix IV  
Balance Sheet Reconciliation 
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APPENDIX V  
Cash Flow   
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APPENDIX VI 
2Q20 Cash Flow Reconciliation 

 

 

1H20 Cash Flow Reconciliation 

 

(i) Net cash from operating activities (+) Net cash from investment activities (-) Interest paid net of income tax (-) Amounts paid for the acquisition of equity interest. 

(i) Net cash from operating activities (+) Net cash from investment activities (-) Interest paid net of income tax (-) Amounts paid for the acquisition of equity interest. 


