Rating Action: Moody's downgrades Blackboard's CFR to Caa1; downgrades
first- and second-lien debt to B3, Caa3
20 Mar 2018
Approximately $1.43 billion of rated debt affected

New York, March 20, 2018 -- Moody's Investors Service, Inc. ("Moody's") downgraded Blackboard Inc.'s
Corporate Family Rating ("CFR") by two notches to Caa1, from B2, as well as its Probability of Default Rating,
to Caa1-PD, from B2-PD. Moody's also downgraded Blackboard's $135 million first-lien revolving credit facility
and $920 million (remaining balance) first-lien term loan to B3, from B1, and its $378 million second-lien notes
to Caa3, from Caa1. Moody's also changed Blackboard's outlook to stable, from negative.
..Issuer: Blackboard Inc.
.... Probability of Default Rating, downgraded to Caa1-PD, from B2-PD
.... Corporate Family Rating, downgraded to Caa1, from B2
.... Senior secured first-lien credit facilities maturing 2020 and 2021, downgraded to B3 (LGD3), from B1
(LGD3)
.... Senior secured second-lien notes maturing 2021, downgraded to Caa3 (LGD5), from Caa1 (LGD5)
Outlook changed to stable, from negative
RATINGS RATIONALE
The downgrade of the CFR to Caa1 reflects weak free cash flow, strained liquidity, and very high debt-toEBITDA leverage (including Moody's standard adjustments), which Moody's expects will remain above 8.0
times through 2018. Blackboard's core North American Higher Education ("NAHE") and K-12 units,
representing 56% of total revenue, continue to show weakening top line results, suggesting that the success of
its new Ultra user interface is still uncertain. Blackboard's international segment, also weak, has shown modest
stabilization of late. Only the campus enablement segment, consisting of recently acquired educational
community communications and transaction processing services and representing a quarter of Blackboard's
revenues, has shown healthy, reliable revenue growth. Some ratings support is provided by Blackboard's high
level of revenue visibility, with three quarters of 2017 revenues coming from recurring products and services,
and underpinned by its 90% renewal rates in 2017. Both of these measures, however, represent declines from
prior years.
Blackboard's overall revenues will likely be flat to down slightly in 2018. Software renewals have been weaker
than expected in the NAHE segment, as the company strives to sell its latest learning management system
("LMS") software enhancement, Ultra, into a crowded and very competitive marketplace. Given operating
seasonality tied to the academic year, the behind-schedule launch of Ultra, in mid-2016, meant that
measurable revenue and EBITDA contributions from it began to be realized only in the 2017 academic year.
There are indications that Ultra is gaining traction relative to Canvas and Desire2Learn, and Moody's believes
the packaging of Ultra with transaction- and payment-processing services may support its competitive
positioning. But the success of Ultra is far from certain, and the threat from existing and possibly new
competitors remains high as barriers to entry, specifically for web-based software, are relatively low.
Meanwhile Blackboard, with a brand new CFO, is focusing its research, sales and marketing, and product
development resources in an effort to ensure Ultra's future.
As result of a flat top line, and refocused operating expenses combined with cost-saving initiatives, Moody's
expects no improvements in Blackboard's margins and slightly negative free cash flow over the next year.
Given Moody's cash flow expectations, modest cash balances, and heavy reliance on a $135 million revolver
that has pronounced seasonal drawings (and whose covenants were loosened in January 2018), Moody's
views Blackboard's liquidity as weak. The company has focused on spending initiatives to support revenue
growth that has yet to materialize. In the event that revenue and profitability do not grow, Moody's believes the

company will have limited liquidity cushion relative to peak borrowing needs over the next year.
The stable outlook reflects Moody's expectation that, in the face of negligible revenue or margin improvement,
Blackboard's leverage will hold within a band of roughly between 8.0 and 9.0 times over the next twelve to 18
months.
The ratings could be downgraded if Moody's anticipates that negative segment revenue trends will not be
reversed or if we expect liquidity will deteriorate further. The Caa1 CFR could be upgraded if the company
demonstrates sustained revenue growth, free-cash-flow turns positive, liquidity improves to an adequate level,
and debt-to-EBITDA were to improve to below 8.0 times on a sustained basis.
With Moody's-projected 2018 revenues of above $700 million, Blackboard Inc. is a leading provider of learning
management software applications to K-12 schools, colleges, and universities, as well as transactionprocessing services for higher education institutions. Funds managed by private-equity investors Providence
Equity Partners own Blackboard.
The principal methodology used in these ratings was Software Industry published in December 2015. Please
see the Rating Methodologies page on www.moodys.com for a copy of this methodology.
REGULATORY DISCLOSURES
For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.
For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.
Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.
Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED
FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
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MOODY’S CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
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MOODY’S CREDIT RATINGS OR MOODY’S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION.
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
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CREDIT RATINGS AND MOODY’S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN
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All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS IS” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources

MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY’S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing the Moody’s publications.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY’S.
To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.
NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY’S IN ANY FORM OR MANNER
WHATSOEVER.
Moody’s Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody’s Corporation
(“MCO”), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody’s Investors Service, Inc. have,
prior to assignment of any rating, agreed to pay to Moody’s Investors Service, Inc. for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS’s ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more
than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate
Governance — Director and Shareholder Affiliation Policy.”
Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian
Financial Services License of MOODY’S affiliate, Moody’s Investors Service Pty Limited ABN 61 003 399
657AFSL 336969 and/or Moody’s Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as
applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent
to MOODY’S that you are, or are accessing the document as a representative of, a “wholesale client” and that
neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY’S credit rating is an
opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or
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to use MOODY’S credit ratings or publications when making an investment decision. If in doubt you should
contact your financial or other professional adviser.
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municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as

applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for
appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.
MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.

