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Forward-Looking Statements
Forward-Looking Statements: This presentation contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. Forward-looking statements in this presentation consist of, among other things, statements regarding future operating results, all of which are based on current
expectations, estimates, and forecasts, and the beliefs and assumptions of the Company’s management. Words such as “expects,” “anticipates,” “aims,” “projects,” “intends,” “plans,” “likely,” “will,”
“should,” “believes,” “estimates,” “seeks,” variations of such words, and similar expressions are intended to identify such forward-looking statements. These forward-looking statements are subject to risks,
uncertainties and assumptions that are difficult to predict. Therefore, actual results may differ materially and adversely from those expressed in any forward-looking statements. Factors that could cause
actual results to differ materially from the Company’s expectations expressed in this presentation include: expectations for achievement of 2019 financial guidance; risks associated with fluctuations in
foreign exchange rates and the related impact on 2019 financial guidance; expectations for continuing to successfully execute the Company’s growth and operational improvement strategies;
expectations of future growth in the global giving software solutions market, segments within that market and the Company’s total addressable market; expectations that achieving the Company’s goals
will extend its competitive advantage and provide improved product quality and innovative solutions for its customers; expectations that the consolidation of legacy systems into best-of-breed platforms
will drive increasing operating efficiency and contribute to margin improvement; expectations that the Company’s financial position provides flexibility to fuel future growth through acquisitions or other
opportunities; expectations that past acquisitions have expanded the Company’s customer and market opportunities; risks associated with acquisitions; uncertainty regarding increased business and
renewals from existing customers; risks associated with implementation of software products; the ability to attract and retain key personnel; risks related to the Company’s leverage, credit facility, dividend
policy and share repurchase program; lengthy sales and implementation cycles; technological changes that make the Company’s products and services less competitive; risk related to the adequacy of our
data security procedures and the other risk factors set forth from time to time in the Company’s SEC filings. Factors that could cause or contribute to such differences include, but are not limited to, those
summarized under Risk Factors in the Company’s most recent annual report on Form 10-K, and any quarterly reports on Forms 10-Q thereafter, copies of which are available free of charge at the SEC’s
website at www.sec.gov or upon request from the Company’s investor relations department. Given these risks and uncertainties, you should not place undue reliance on these forward-looking statements.
Also, forward-looking statements represent the Company’s beliefs and assumptions only as of the date of this presentation. Except as required by law, the Company does not intend, and undertakes no
obligation, to revise or update these forward-looking statements, or to update the reasons actual results could differ materially from those anticipated in these forward-looking statements, even if new
information becomes available in the future.
Trademark Usage: All Blackbaud product names appearing herein are trademarks or registered trademarks of Blackbaud, Inc. This presentation contains trade names, trademarks and service marks of other
companies. The Company does not intend its use or display of other parties’ trade names, trademarks and service marks to imply a relationship with, or endorsement or sponsorship of, these other parties.
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Historical Financials and Non-GAAP Financial Measures
Use of Non-GAAP Financial Measures: The Company has provided in this presentation financial information that has not been prepared in accordance with GAAP. The Company uses these non-GAAP financial measures internally in analyzing its financial
results and believes they are useful to investors, as a supplement to GAAP measures, in evaluating the Company’s ongoing operational performance. The Company believes that the use of these non-GAAP financial measures provides an additional tool
for investors to use in evaluating ongoing operating results and trends and in comparing its financial results from period to period with other companies in the Company’s industry, many of which present similar non-GAAP financial measures to investors.
These non-GAAP financial measures may not be completely comparable to similarly titled measures of other companies due to potential differences in the exact method of calculation between companies. The Company believes that these non-GAAP
financial measures reflect the Company’s ongoing business in a manner that allows for meaningful period-to-period comparison and analysis of trends in the Company’s business. Non-GAAP financial measures should not be considered in isolation from,
or as a substitute for, financial information prepared in accordance with GAAP. Investors are encouraged to review the reconciliation of these non-GAAP measures to their most directly comparable GAAP financial measures.
Blackbaud discusses non-GAAP organic revenue growth measures, including non-GAAP organic revenue growth, non-GAAP organic revenue growth on a constant currency basis and non-GAAP organic recurring revenue growth, which Blackbaud
believes provide useful information for evaluating the periodic growth of its business as well as growth on a consistent basis. Each measure of non-GAAP organic revenue growth excludes incremental acquisition-related revenue attributable to
companies acquired in the current fiscal year. For companies acquired in the immediately preceding fiscal year, if any, each measure of non-GAAP organic revenue growth reflects presentation of full year incremental non-GAAP revenue derived from
such companies as if they were combined throughout the prior period, and it includes the current period non-GAAP revenue attributable to those companies, as if there were no acquisition-related write-downs of acquired deferred revenue to fair value
as required by GAAP. In addition, each measure of non-GAAP organic revenue growth excludes prior period revenue associated with divested businesses. The exclusion of the prior period revenue is intended to present the results of the divested
businesses within the results of the combined company for the same period of time in both the prior and current periods. Blackbaud believes this presentation provides a more comparable representation of our current business’ organic revenue growth
and revenue run-rate. In these materials, Blackbaud is presenting the following unaudited information: historical recurring and total revenue for the fiscal years ended December 31, 2018 and 2017 and the interim periods therein; calculations for recurring
revenue growth and total revenue growth for the twelve month period ended December 31, 2018 and the interim periods therein; and calculations of non-GAAP organic recurring revenue growth, non-GAAP organic revenue growth and non-GAAP
organic revenue growth on a constant currency basis for the same periods.
Non-GAAP free cash flow is defined as operating cash flow less capital expenditures, including costs required to be capitalized for software development, and capital expenditures for property and equipment.
Historical Financial Statements Being Presented: In these materials, Blackbaud is presenting the following unaudited historical financial information: historical consolidated balance sheets as of the fiscal years ended December 31, 2018, 2017 and 2016
and interim consolidated balance sheets for each of the quarters within fiscal 2018 and 2017; historical consolidated statements of comprehensive income for the fiscal years ended December 31, 2018, 2017 and 2016 and interim consolidated
statements of comprehensive income for each of the quarters within fiscal 2018 and 2017; historical consolidated statements of cash flows for the fiscal years ended December 31, 2018, 2017 and 2016 and interim consolidated statements of cash flows
for each of the interim year-to-date periods within fiscal 2018 and 2017; and historical non-GAAP financial information for the fiscal years ended December 31, 2018, 2017 and 2016 and for each of the quarters within fiscal 2018 and 2017 as well as
reconciliations of the non-GAAP measures to their most directly comparable GAAP measures and related non-GAAP adjustments. Blackbaud is providing this unaudited financial information to allow investors and analysts to more easily access and review
the Company’s historical consolidated financial data by including such information in one document. In order to provide comparability between periods presented, certain previously reported historical financial information has been reclassified to
conform to the presentation of the most recent reporting period, which is discussed in more detail with that information. In addition, certain of the unaudited historical financial statements have been adjusted for the effects of recently adopted
accounting pronouncements, which are discussed in more detail with that information.
Reconciliation of GAAP to Non-GAAP Financial Measures: Reconciliations of the most directly comparable GAAP measures to non-GAAP financial measures and related adjustments, as well as details of Blackbaud's methodology for calculating non-GAAP
organic revenue growth, non-GAAP organic revenue growth on a constant currency basis and non-GAAP organic recurring revenue growth can be found in the Appendix to these materials and on the "Investor Relations" page of the Company's website.
Blackbaud has not reconciled forward-looking non-GAAP financial measures contained in this investor material to their most directly comparable GAAP measures. Such reconciliations would require unreasonable efforts at this time to estimate and
quantify with a reasonable degree of certainty various necessary GAAP components, including for example those related to compensation, acquisition transactions and integration, tax items or others that may arise. These components and other factors
could materially impact the amount of the future directly comparable GAAP measures, which may differ significantly from their non-GAAP counterparts.
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The leader in
a large and
growing market

Highly
differentiated
from the
competition

Executing a clear
four-point growth
strategy
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Social good is
a significant
global sector
spanning beyond
the nonprofit
industry.

Nonprofits

Companies

MILLIONS

Education
Institutions

of organizations and
individuals worldwide
generate and spend

Individuals

TRILLIONS

of dollars to power
social good.
Faith-based
Organizations

SourceIRS.gov, NationalService.gov 2018 Report on Volunteering in America

Healthcare
Organizations

Foundations
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Blackbaud is the world’s leading cloud software company
powering social good
PROVEN
LEADERSHIP

Reinvented company
with the leading cloud
powering the social
good community.

UNMATCHED
SOLUTIONS

We are proud to be
recognized for our
outstanding, purpose-built
solutions and support.

UNRIVALED
EXPERTISE

Over 45,000
organizations are
advancing their missions
with Blackbaud.

80%
of the "most influential"
nonprofits1

$100B+
raised, granted, and
invested in their
programming by our
customers each year2

93%
of higher education
institutions with
billion-dollar
campaigns3

80%
of the largest U.S.
nonprofit hospital
systems4

Source: (1) Top 50 listed by The Street.com featured by MSN 5/2016; validated 1/2018 (2) Internal Statistics, (3) Council for Advancement and Support of Education, (4) Becker’s Hospital Review
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Substantial TAM with significant
penetration opportunity

$10B+
2019 TAM

<10%

Revenue Penetration

Fundraising, Relationship
Management and Engagement

Payment Services

Financial Management, Grant
and Award Management

Organizational and Program
Management

Social Responsibility

$3B+

$3B+

$1.5B+

$1.5B+

~$1.0B

<20% Penetrated

<10% Penetrated

<10% Penetrated

<10% Penetrated

<5% Penetrated

Sources: FY 2018 Blackbaud Revenue. TAM based on IRS data, on 2013 data derived from primary research, Boston Analytics and Blackbaud, Canadian Customs & Revenue Agency, Caritas, Private School Universe, Carnegie Higher Education, Guidestar;
OECD, CIA World Factbook, Johns Hopkins University, NTEN 2014 Nonprofit Technology Staffing and Investments Report, Blackbaud internal data
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Headroom for growth extends across vertical markets

$10B+
2019 TAM

<10%

Revenue Penetration

Revenue Penetration by Vertical
$3.5B+ TAM

Faithbased
<5%
Nonprofits
<10%

Each vertical represents $0.5B - $1B TAM

Each vertical represents $1.5B+ TAM

Higher
Education
<15%

K-12
Schools
<15%
Companies &
Foundations
<5%

Healthcare
<10%

Arts &
Cultural
<10%

Sources: FY 2018 Blackbaud Revenue. TAM based on IRS data, 2013 data derived from primary research, Boston Analytics and Blackbaud, Canadian Customs & Revenue Agency, Caritas, Private School Universe, Carnegie Higher Education, Guidestar;
OECD, CIA World Factbook, Johns Hopkins University, NTEN 2014 Nonprofit Technology Staffing and Investments Report, Blackbaud internal data
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The market’s most comprehensive solutions for social good
Blackbaud is the largest
cloud software vendor
focused on the social
good community1
Only Blackbaud offers the
full portfolio of purposebuilt, integrated solutions

Fundraising &
Relationship
Management

Marketing &
Engagement

Financial
Management

Organizational
& Program
Management

Payment
Services

Analytics

OUR COMPETITORS

Highly fragmented
competition offers
single-point solutions
Large customer base
with 92% unit retention

(and partners)

Strong balance sheet and
cash flows to support
strategic acquisitions
1 IDC #24th largest cloud software provider worldwide
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Built on industry leading cloud technology
Power of the Platform
Common shared components

Continuous innovation and
feature deployment
Fast time to market

Integrated capabilities
Enables a network effect
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Leveraging unmatched domain expertise and capability
Cloud Software
Purpose-Built for
Social Good
Data Intelligence
Intelligence for
Good™

Expertise
Unmatched
Thought Leadership

SERVICES

CLOUD SOFTWARE
•
•
•
•

Vertically-optimized solutions
End-to-end platform –
we build, support, and service
Modern cloud 2.0 architecture
Rapid, ongoing enhancements

•
•
•
•

Services
Driving Impact for
Customers

DATA INTELLIGENCE
•
•
•
•

Industry’s largest dataset
Embedded analytics and
artificial intelligence
Common reporting engine
Powerful modeling and
benchmarking

Implementation, adoption,
and managed services
Award-winning customer
support and dedicated
customer success teams
Certified training
Online communities

EXPERTISE
•
•
•

Blackbaud Institute for
Philanthropic Impact
Thought leadership events
Uniquely qualified experts
and data scientists
(Social Good Scientists™)
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A culture built on unmatched commitment to social good

100,000
hours volunteered
annually by employees

engineers; largest
R&D investment in
the sector

8 out of 10

3%

employees volunteer
regularly

12.5%

600+

Pre-tax profit
donated1

500+

employees worked
previously for social
good organizations

2.5x

employees participating in
matching gift program
compared to national
median

9 out of 10
employees say Blackbaud’s
mission was important to
their decision to join the
company

1 out of 4

employees serve on
nonprofit boards

of 2018 pre-tax profit donated through grants, cash, volunteering and thought leadership
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03
Strategy for
Growth
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Executing a clear four-point growth strategy
01

Deliver integrated and open
solutions in the cloud
Comprehensive, purpose-built
cloud solutions

Expand total
03
addressable market
Acquiring, building, and partnering into
near adjacent markets

Drive sales
02
effectiveness
Improving sales productivity to
drive recurring revenue growth

Improve operating
04
efficiency
Building a world-class
operating model
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Deliver integrated and open solutions
in the cloud

STRATEGY 1

17

Drive sales effectiveness

STRATEGY 2

Sales Efficiency
Productivity focus
Ramping sales hiring

Prescriptive Selling

Deploy reps in market
Expand partner channel

Vertical market focus
Integrated clouds

Scalable Model

Bifurcate hunters vs. farmers

Global sales operations
Customer success organization
Best-in-breed back
office systems

2015

2019
18

Expand total addressable market

STRATEGY 3

Acquiring, building, and partnering into near adjacent markets

$4B+

in TAM added through acquisitions
and new solution builds
Nonprofit Resource Management™
Blackbaud Education Management™
Blackbaud Church Management™

2014

2015

2016

Expand TAM into
near adjacencies

2017

Accelerate shift
to the cloud

2018

Accelerate
revenue growth

2019

Accretive to
operating margins

Note: Criteria calls for investments to be accretive to operating margins over time.
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Efficient, scalable
operating model

ARTS &
CULTURAL
ORGANIZATIONS

Vertical Go-to-market

focus on customer needs and
solution selling

Centers of Excellence

support functions with common
systems, metrics, and measurement

COMPANIES

CUSTOMER
SUCCESS

STRATEGY 4

NONPROFITS

Global Centers
of Excellence
(COEs)
GLOBAL
MARKETING

SALES
OPERATIONS

FAITH
COMMUNITIES

Productivity Improvement

Vertical
Go-to-Market

Centralized
Back Office

RESEARCH,
DELIVERY &
OPERATIONS

continuous improvement across
all functions of the organization
FOUNDATIONS

K–12
SCHOOLS

CUSTOMER
OPERATIONS

DATA
INTELLIGENCE

HIGHER
EDUCATION
INSTITUTIONS

HEALTHCARE
ORGANIZATIONS
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Business model drives recurring revenue

13%

$851M

Revenue CAGR

2018 Recurring
Revenue
1.9x

CAGR

2005-2018

90% 19%

$166M

2018

2005
Recurring

One-time Services & Other

Non-GAAP Revenue. 2016, 2017 and 2018 reflect adoption of ASC 606
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Current investments support future growth
Operating Margin

Operating Margin
18.8%

20.5%

21.1%

20.0%

Near term expansion depends on level
of investments in:
Incremental Sales Hiring
Improving market coverage

Engineering and Innovation

Invest in innovation, enhanced scalability
and security

Workplace and Workforce Strategy
2015

2016

2017

2018

Increasing flexibility while driving energy
and community

Non-GAAP operating margin. 2016, 2017 and 2018 reflect adoption of ASC 606
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Generating healthy free cash flow margins
inclusive of investments
Free Cash Flow Margin
17.5%
14.9%

Free Cash Flow Highlights
17.5%

15.0%

Strong free cash flow margins inclusive
of current investments:
•
•
•
•

Investments

2015

2016

2017

2018

$34M

$44M

$39M

$50M

Incremental sales hiring
Innovation and new solution builds
Cloud infrastructure
Global workplace strategy

Estimating minimal federal cash tax
payment in 2019

Non-GAAP free cash flow is defined as operating cash flow less capital expenditures, including costs required to be capitalized for software development, and capital expenditures for property and equipment.
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Maintaining a disciplined capital strategy
GROWTH AND OPERATING
INITIATIVES

• Capital investments
consistent with solution
roadmap and strategy
• Invest in operational
efficiencies

MAINTAIN STRONG
BALANCE SHEET
• Cash balances

• Debt maintenance
• Debt to EBITDA < 3.5X

RETURN OF CAPITAL
TO SHAREHOLDERS*
• Annual dividend of $0.48
per share
• Share repurchase—
$50M authorized and
available

• Strategic acquisitions

*Dividend payments are not guaranteed and our Board of Directors may decide, in its absolute discretion, at any time and for any reason, not to declare or pay further dividends and/or repurchase our common stock.
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Proven history of deleveraging
3.5x
Targeted Max Leverage 3.5x
3.0x

Leverage Ratio

2.5x
2.0x

1.9x
Q4‘18

Optimal Leverage 1.8x

1.5x
1.0x
0.5x
0.0x
Q1

Q2

Q3

2012

Q4

Q1

Q2

Q3

2013

Q4

Q1

Q2

Q3

2014

Q4

Q1

Q2

Q3

2015

Q4

Q1

Q2

Q3

Q4

2016

Q1

Q2

Q3

2017

Q4

Q1

Q2

Q3

Q4

2018

Note: Current covenant for leverage ratio is less than or equal to 3.5x. Calculation of debt over TTM EBITDA is based on credit agreement in place at the end of the respective reporting quarter.
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Strong returns on increasing investment base
Strong Returns

2018 WACC: 10.6%
2018 ROIC*: 16.9%

1.6x

18%

$1.7B

CAGR

$0.7B

2013

Invested Capital

2018

*See appendix for detailed ROIC calculation
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Estimating solid financial performance in 2019
guidance issued February 2019

Mid-Point

$880M – $910M

$895M

Operating Margin

16.7%–17.2%

17.0%

Diluted EPS

$2.11–$2.28

$2.20

$124M – $134M

$129M

Total Revenue

Free Cash Flow

Non-GAAP. Guidance issued 2/6/2019. Mid-point presented for illustration only, not as a prediction of 2019 performance.
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Improving shareholder value
A reinvented company with an unmatched
commitment to the social good sector
Rapid innovation and growing M&A capacity expanding
a large, stable, and growing addressable market
Executing a disciplined strategy focused on
accelerating financial performance
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Appendix
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Return on Invested Capital (ROIC) Calculation
(dollars in thousands)

Total Assets
Add: Value of leased assets
Less: Restricted cash and customer funds receivable
Less: Non-interest bearing current liabilities
Add: Accumulated depreciation
Add: Accumulated amortization of software development
Add: Accumulated amortization of intangibles
Less: Purchase price of 2018 acquisition
Add: Research & development (excluding stock-based compensation) 3Y Expense 1
Invested Capital
Income from Operations
Add: Rent/Lease expense
Add: Depreciation
Add: Amortization of software development
Add: Amortization of intangibles
EBITDA2
Add: Stock-based compensation
Add: R&D Exp (excl SBC)
Adjusted EBITDA2
Less: Implied taxes (assumes 20% tax rate)
Adjusted NOPAT2
Return on invested capital (ROIC)

2018
$1,615
286
(420)
(377)
107
47
257
(45)
255
$1,725
59
26
16
17
47
165
48
90
303
(12)
$291
16.9%

(1) Sum of previous three years R&D expense excluding any stock-based compensation
(2) Non-GAAP EBITDA, Adjusted EBITDA, Adjusted NOPAT
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Historical Reconciliations of GAAP and Non-GAAP Organic Revenue Growth
(Unaudited)
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Reconciliation of GAAP to Non-GAAP Consolidated Statements of Operations
(Unaudited)
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Reconciliation of GAAP to Non-GAAP Consolidated Statements of Operations
(Unaudited)
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Reconciliation of GAAP to Non-GAAP Consolidated Statements of Operations
(Unaudited)
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Reconciliation of GAAP to Non-GAAP Consolidated Statements of Operations
(Unaudited)
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Adjusted Unaudited Historical Financial Statements and Non-GAAP Financial
Information Being Presented
Recently adopted accounting pronouncements
On January 1, 2018, the Company, adopted Financial Accounting Standards Board ("FASB") Accounting Standards Update ("ASU") 2014-09, Revenue from Contracts with Customers (Topic 606)
("ASU 2014-09"), using the full retrospective method of transition, which requires that the standard be applied to all periods presented. Adoption of ASU 2014-09 had a material impact on the
Company's consolidated balance sheets and statements of comprehensive income, but had no impact on net cash provided by or used in operating, investing or financing activities on the
consolidated statements of cash flows. The primary impacts of adopting ASU 2016-09 relate to the deferral of incremental commission and other costs of obtaining contracts with customers
and the increase to the amortization period for those costs. Previously, the Company deferred only direct and incremental commission costs to obtain a contract and amortized those costs
over the contract term, generally three years, as the revenue was recognized. Under the new standard, the Company defers all incremental commission and related fringe benefit costs to
obtain a contract and amortizes these costs in a manner that aligns with the expected period of benefit, which was determined to be five years.

Reclassifications to the unaudited historical financial information
In order to provide comparability between periods presented, certain previously reported historical financial information has been reclassified to conform to the presentation of the most
recent reporting period. A summary of those prior period reclassifications is as follows:
•

Our revenue from "subscriptions" and "maintenance" and a portion of our "services and other" revenue have been combined within "recurring" revenue in the consolidated statements of comprehensive income.
Similarly, "cost of subscriptions" and "cost of maintenance" and a portion of "cost of services and other" have been combined within "cost of recurring" in the consolidated statements of comprehensive income.

•

"Services and other" revenue has been renamed as "one-time services and other" and consists of revenue that did not meet the description of "recurring" revenue in the consolidated statements of comprehensive
income. "Cost of services and other" has been renamed as "cost of one-time services and other" and consists of costs that did not meet the description of those related to "recurring" revenue in the consolidated
statements of comprehensive income.
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Historical Consolidated Balance Sheets (Unaudited)
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Historical Consolidated Statements of Comprehensive Income (Unaudited)

Note 1: The individual amounts for each quarter may not sum to full year totals due to rounding.
Note 2: See the discussion of our reclassifications of previously reported revenue and costs of revenue above.
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Historical Reconciliations of GAAP to Non-GAAP Financial Measures (Unaudited)

Note 1: The individual amounts for each quarter may not sum to full year totals due to rounding.
Note 2: Beginning in 2018, we now apply a non-GAAP effective tax rate of 20.0% in our determination of non-GAAP net income. All 2016 and 2017 measures of the tax impact related to non-GAAP adjustments, non-GAAP net income and non-GAAP diluted earnings per share included in these materials are calculated under Blackbaud's
historical non-GAAP effective tax rate of 32.0%.
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Historical Consolidated Balance Sheets Reflecting the Adoption of ASU 2014-09
(Unaudited)
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Historical Consolidated Statements of Comprehensive Income Reflecting the
Adoption of ASU 2014-09 (Unaudited)

Note 1: The individual amounts for each quarter may not sum to full year totals due to rounding.
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Historical Consolidated Statements of Cash Flows Reflecting the Adoption of
ASU 2014-09 (Unaudited)
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Historical Reconciliations of GAAP to Non-GAAP Financial Measures Reflecting
the Adoption of ASU 2014-09 (Unaudited)

Note 1: The individual amounts for each quarter may not sum to full year totals due to rounding.
Note 2: Beginning in 2018, we now apply a non-GAAP effective tax rate of 20.0% in our determination of non-GAAP net income. All 2016 and 2017 measures of the tax impact related to non-GAAP adjustments, non-GAAP net income and nonGAAP diluted earnings per share included in these materials are calculated under Blackbaud's historical non-GAAP effective tax rate of 32.0%.
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Historical Reconciliations of GAAP to Non-GAAP Financial Measures Reflecting
the Adoption of ASU 2014-09 (Unaudited)
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