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SHAREHOLDER LETTER

FELLOW SHAREHOLDERS,
2018 was a great year for Ultimate. We achieved our
Fifth Championship goal of becoming a $1 billion-dollar
franchise, and we executed on a significant aspect of
our global strategy by acquiring PeopleDoc, a cloudbased HR service delivery provider headquartered in
Paris, France.1 We now have offices in Canada, England,
France, Germany, and Singapore, in addition to those in
the United States.

Our 2018 total revenues were up 21% to $1.1 billion
while recurring revenues were up 24% to $997.1 million,
both on a consolidated basis, including PeopleDoc’s
numbers. Our 2018 GAAP operating margin was 7% and
our non-GAAP operating margin came in as expected at
approximately 21%, both of which included the impact
of our PeopleDoc acquisition. Our customer retention
rate was once again approximately 96% on a year-overyear basis.
We are now focused on delivering
our ‘Sixth Championship’ of
6th Championship Goal
$2 billion in total revenues
by 2021. Our customer base
has grown to more than 5,600
In Total Revenues in 2021
organizations, and the number
of people records in our Ultimate cloud has expanded
to more than 48 million. Our Enterprise, Mid-Market,
and Strategic sales teams once again finished the

$2 BILLION

year strong, giving
us a springboard for
a successful 2019 and
beyond. Their longevity with
us and deep human capital
management (HCM) knowledge continue to be major
differentiators for Ultimate in the marketplace, and
we are excited to expand our team by welcoming
PeopleDoc’s sales people. They have become our
International team, and they came out of the gate on
fire. In the fourth quarter of 2018, our International
sales team had its strongest quarter in the history
of PeopleDoc’s existence, and every region had a
record performance. We are equally excited to add
PeopleDoc’s portfolio of cloud-based HR service
delivery solutions to our UltiPro® offerings. They
include an online employee help center, HR case
management, and employee file management.
Our Marketing metrics for 2018 indicate that demand
for our solutions has continued to grow. We had the
highest number ever of campaign responders who told
us they are looking to buy a new HCM solution in the
next 12 months or less, and our 2018 total for these
looking-to-buy responders was 20% higher than 2017’s.
For our HR Workshops that we hold across the United
States, we had a 24% increase in looking-to-buy leads,
compared with 2017. On social media, we had a 99%
increase in responders to our marketing campaigns
and a 35% increase in looking-to-buy leads year over
year. For our proprietary HR educational site, the HCM
Online Academy, we had 32% increase in registrants,
compared with 2017. At the same time, our number of
media items increased by 43%, compared with 2017,
with stories on Ultimate as a company, our HCM suite
UltiPro, and HR best practices in such publications as
Fortune, Forbes, Bloomberg, Nasdaq, and The Wall
Street Journal.
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We survey our customers twice a year to ask for their
feedback. In Q4 2018, the results of our Fall 2018
customer survey indicated that 94% of our customers
are satisfied or extremely satisfied with our core UltiPro
products. The 94% comes from customers who have
been actively using UltiPro
for 12 months or more by
the date of the survey. A
sampling of customer
comments shows the
intensity of their
satisfaction: “UltiPro
isn’t just a product–
it’s a network, it’s
a support group,
it’s learning
opportunities–AND it’s a fantastic, user-experiencebased system,” “UltiPro is an amazing product, and
it has been one of the best software decisions we’ve
made. Our employees love it and they use it, which to
us, is the best compliment,” and “Hands down there
is no system that compares to Ultimate and surely
no other company that actually lives by its philosophy
‘people first.’”
In January 2019, Ultimate was honored to be ranked #1
on Fortune magazine’s 2019 list of 50 Best Workplaces
in Technology, in the Large Companies category, making
this our fourth consecutive year to be recognized as #1.
Rankings were based on survey responses
from more than 220,000 employees at
Looking-to-Buy technology companies across the United
Responders
States. In February 2019, Fortune and
its partner Great Place to Work ranked
Ultimate #8 on their prestigious list of 100
in 2018
Best Companies to Work For. This follows
our #3 ranking on Fortune’s 2018 100 Best Companies
to Work For list and is our eighth consecutive year in the
top 25 of this list.

UP 20%

they validate
the powerful
effect that trust
and collaboration
in our culture have
had on innovations,
employee engagement,
and business results. For
example, the Customer
Sales and Service World
Awards named our services
team the #1 Customer Service Department of the Year
for organizations with 2,500 employees or more, across
diverse industries, and this comes on the heels of
The National Customer Service Association naming
Ultimate’s services team Service Organization of the Year
in the Large Business category for 2017, also across all
industries. Human Resource Executive magazine also
identified our artificial intelligence platform, Xander®,
as one of the Top HR Products of 2018, and People
magazine ranked Ultimate #3 on its list of 50 Companies
That Care.
At the close of 2018, we had 5,113 UltiPeeps. Our
employee retention rate was greater than 94% for
the year and continues to be unusually high for the
technology sector. Our “People First” culture inspires
game-changing thinking in all areas of our business.
We are focused now on our ‘Sixth Championship’ of
$2 billion in total revenues in 2021. We continue to
have a very experienced, long-tenured leadership
team with talented, engaged team members. We
have many fiercely loyal customers who support our
growth initiatives and generously share their positive
experiences with our solutions.
We thank you, our shareholders, customers, employees,
and partners for taking this journey with us. We
appreciate you.

Ultimate was honored 58 times by various third-party
organizations in 2018 for excellence in culture, services,
and products. We appreciate these recognitions as

SCOTT SCHERR
Chairman of the Board, Chief Executive Officer,
and Founder
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Note on Announced Definitive Merger Agreement,
Expected to Close in Mid-2019
On February 4, 2019, Ultimate announced the signing
of a definitive merger agreement to be acquired by
an investor group led by Hellman & Friedman, a
leading private equity investment firm, in an all-cash
transaction for $331.50 per share in cash—representing
an aggregate value of approximately $11 billion—after
which Ultimate will operate as a privately held company.
Under the terms of the agreement, all Ultimate
stockholders of record will receive $331.50 in cash
for each share of Ultimate’s common stock held upon
the closing of the transaction. This price represents a
premium of approximately 32% over Ultimate’s volumeweighted average price during the 30 trading days
ending February 1, 2019, and a premium to Ultimate’s
all-time high closing share price. Ultimate’s Board of
Directors has unanimously approved this transaction
and recommended that stockholders vote in favor of the
transaction.
Upon completion of the transaction, Ultimate will
continue to operate under the leadership of CEO Scott
Scherr and the existing senior management team. The
privately held company will be owned by an investor
group led by Hellman & Friedman in partnership with
significant investors Blackstone, GIC, and Canada
Pension Plan Investment Board (CPPIB), and other
investors including JMI Equity.

The transaction is expected to close in mid-2019,
subject to stockholder approval and other customary
closing conditions including regulatory approvals.
The definitive agreement for the transaction includes
a 50-day “go-shop” period which permits Ultimate’s
Board of Directors and financial advisor to actively
initiate, solicit, and encourage alternative acquisition
proposals, and potentially enter negotiations with other
parties that make alternative acquisition proposals.
Ultimate will have the right to terminate the merger
agreement to accept a superior proposal subject to
the terms and conditions of the merger agreement.
There can be no assurance that this 50-day “go-shop”
will result in a superior proposal, and Ultimate does
not intend to disclose developments with respect to
the solicitation process unless and until the Board of
Directors makes a determination requiring further
disclosure.
Goldman Sachs & Co. LLC acted as exclusive financial
advisor to Ultimate, and Stroock & Stroock & Lavan
LLP provided legal counsel. Qatalyst Partners acted
as financial advisor to the investor group and Simpson
Thacher & Bartlett served as legal counsel to Hellman
& Friedman.

For additional details, see Ultimate’s Form 8-K filed with the Securities
and Exchange Commission (SEC) on February 4, 2019.

FINANCIAL HIGHLIGHTS
OPERATING DATA (In Thousands)

2016

2017

2018

Revenues
Recurring

$654,199

$802,300

$997,066

Services

$127,092

$138,429

$143,478

$781,291

$940,729

$1,140,544

$157,550

$194,102

$234,115

As a % of Total Revenues2

20%

21%

21%

BALANCE SHEET DATA (In Thousands)

2016

2017

2018

$97,861

$165,119

$161,988

TOTAL ASSETS3

$1,134,688

$1,377,211

$1,920,717

Deferred Revenue

$173,976

$198,861

$239,949

$3,985

$4,477

$5,739

$414,215

$518,025

$844,978

TOTAL REVENUES
Non-GAAP Operating Income2

Cash, Cash Equivalents, and Corporate
Investments in Marketable Securities

Long-Term Debt
Including Capital Lease Obligations,
Net of Current Portion

Shareholders Equity

$997.1

RECURRING
REVENUES
Dollars in Millions

$654.2

$802.3

2018 versus 2017

2016

2017

2018

$1,140.5

TOTAL
REVENUES
Dollars in Millions

24

$781.3

$940.7

21

2018 versus 2017

2016

2017

2018

48
MILLION
People Records in
Ultimate’s Cloud

17-YEAR FINANCIAL PERFORMANCE

RECURRING
REVENUES
Dollars in Millions

TOTAL
REVENUES
Dollars in Millions

$1140.5
$940.7
$781.3
$618.1

R
CAG
21%

$505.9
$410.4
$332.3

$55.1

$60.4

$72.0

$88.6

2002

200
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200

$114.5

200

$150.1

200

$178.0

200

$196.3

200

$227.8

200

$269.2
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CAGR on both graphs represents Ultimate’s compounded annual growth rate from 2002 through 2018.
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BUSINESS HIGHLIGHTS
All events or awards listed below took place in 2018, unless otherwise indicated.

Ultimate’s leadership team executed on our global
strategy by acquiring PeopleDoc—a pioneer in cloud-based
HR service delivery with offices in England, France, Germany,
and the United States. The addition of the PeopleDoc HR
service delivery platform furthers our mission to enhance
our customers’ employee experience by offering new, personcentric features, such as an online employee-help center, HR case
management, and employee file management.1

LEADER

IN HCM SUITES

HCM

VALUE MATRIX

Top HR Products
of 2018

Gartner named Ultimate a “Leader” in its
2018 Magic Quadrant for HCM Suites for
both Midmarket and Larger Enterprises
based on its criteria for ability to execute
and completeness of vision.4

Nucleus Research recognized Ultimate
as a “Leader” in its HCM Value Matrix, for
the fourth consecutive year, and awarded Ultimate the top rating for product
functionality.

Human Resource Executive magazine
identified our artificial intelligence
platform, Xander, as one of the Top HR
Products of 2018.

#1
#3
#4

Customer Sales and Service World
Awards named our services team the #1
Customer Service Department of the Year
for organizations with 2,500 employees or
more, across diverse industries.

Fortune magazine ranked Ultimate #3
on its 100 Best Companies to Work For
list as well as #1 on Best Workplace for
Millennials, for the second consecutive
year, and #1 on Best Workplaces for
Women. For 2019, Fortune magazine
named Ultimate #8 on its ranking of 100
Best Companies to Work For.

Ultimate was ranked #4 on Fortune and
Great Place to Work’s Best Workplaces
for Parents and #5 on their Best Workplaces for Diversity lists.

INVESTOR INFORMATION
ANNUAL REPORT AND FORM 10-K

Ultimate’s 2018 Annual Report, including the 2018
Form 10-K filed with the U.S. Securities and Exchange
Commission for the fiscal year ended December 31,
2018, is available electronically as a PDF on our website
at www.ultimatesoftware.com. Printed copies of the 2018
Form 10-K are available without charge upon request to:
Ultimate Software, Investor Relations Department, 2000
Ultimate Way, Weston, Florida 33326.

SAFE HARBOR STATEMENT

Statements in this Annual Report relating to future plans,
results, performance, expectations, achievements, and
the like are considered “forward-looking statements.”
These forward-looking statements involve known and
unknown risks and are subject to change based on
various factors and uncertainties that may cause actual
results to differ materially from those expressed or
implied by these statements. Factors and uncertainties
that may cause actual results to differ include, but are
not limited to, the risks disclosed in Ultimate’s filings
with the U.S. Securities and Exchange Commission,
including in Ultimate’s 2018 Form 10-K. Ultimate
undertakes no obligation to revise or update any forwardlooking statements.

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
KPMG LLP

LEGAL COUNSEL

Stroock & Stroock & Lavan LLP
New York, New York

TRANSFER AGENT AND REGISTRAR

Computershare Trust Company, N.A.
P.O. Box 43078
Providence, Rhode Island 02940-3078
877.282.1168
www.computershare.com

INVESTOR RELATIONS

For additional information about Ultimate, contact
Mitchell K. Dauerman, 954.331.7369.

STOCK TRADING

As of 12/31/18 and this report’s issuance in Q1 2019,
Ultimate’s common stock is traded on the Nasdaq Global
Select Market under the symbol, ULTI.

COMPANY ADDRESS

Ultimate Software
2000 Ultimate Way
Weston, Florida 33326
800.432.1729 or 954.331.7000
www.ultimatesoftware.com

COMPANY PROFILE

Ultimate is a leading provider of cloud-based human
capital management solutions, with more than 48 million
people records in the Ultimate cloud. Our award-winning
UltiPro delivers HR, payroll, talent, and time and labor
management as well as HR service delivery solutions
that connect people with the information they need to
work more effectively. Founded in 1990, Ultimate is
headquartered in Weston, Florida, and employs more
than 5,100 professionals. In 2019, Fortune magazine and
Great Place to Work ranked Ultimate #1 on their Best
Workplaces in Technology list, in the “Large Companies”
category, Ultimate’s fourth consecutive year to top the
list, and ranked us #8 on their prestigious list of 100 Best
Companies to Work For, making this our 8th consecutive
year in the top 25. In 2018, Fortune ranked Ultimate #1
on its 100 Best Workplaces for Women list, and #1 on
its Best Workplaces for Millennials list, our second year
at the top. Customer Sales and Service World Awards
recognized Ultimate’s Services team as the #1 Customer
Service Department of the Year in 2018 for companies with
2,500 employees or larger across diverse industries,
and the National Customer Service Association named
Ultimate its Service Organization of the Year in the “Large
Business” category in 2017. Ultimate has more than
5,600 customers worldwide including Bloomin’ Brands,
Culligan International, Feeding America, Red Roof Inn,
SUBWAY, Texas Roadhouse, and Yamaha Corporation of
America. More information on Ultimate’s products and
services for people management can be found at www.
ultimatesoftware.com.
UltiPro is a registered trademark of The Ultimate Software Group, Inc. All
other trademarks referenced are the property of their respective owners.

DIRECTORS AND OFFICERS
BOARD OF DIRECTORS

EXECUTIVE OFFICERS

SCOTT SCHERR

SCOTT SCHERR

Chairman, President, and Chief Executive Officer
Ultimate Software

MARC D. SCHERR

Vice Chairman
Ultimate Software

JAMES A. FITZPATRICK, JR.

Chairman, President, and Chief Executive Officer

FELICIA ALVARO

Executive Vice President, Chief Financial Officer,
and Treasurer

MARC D. SCHERR
Vice Chairman

Partner
Hogan Lovells US LLP

RICK A. WILBER

Former President
Lynn’s Hallmark Cards

AL LEITER

President
Leiter’s Landing

JONATHAN MARINER

Retired EVP & CFO
Major League Baseball

JASON DORSEY

President and Co-Founder
The Center for Generational Kinetics

Scott Scherr, CEO, chairman, and founder, with Felicia Alvaro, previously vice
president of finance and 20-year veteran of Ultimate’s finance and accounting
department who succeeded Mitchell K. Dauerman in 2018 as Ultimate’s
executive vice president, chief financial officer, and treasurer.

NOTES

In July 2018, Ultimate acquired PeopleDoc SAS, a
simplified joint-stock company (société par actions
simplifiée) organized under the laws of France
(“PeopleDoc”) which is based in Paris, France.
1

The term “non-GAAP Operating Income” is a nonGAAP financial measure that is defined by Ultimate as
operating income excluding stock-based compensation
expense, amortization of acquired intangibles, and
transaction costs related to business combinations.
The term “non-GAAP operating margin” is non-GAAP
financial measure that is defined by Ultimate as
non-GAAP operating income as a percentage of total
revenues. For more detail, see Note 5 below.
2

The year ended December 31, 2016, was revised in
connection with an immaterial correction of priorperiod financial statements. See Note 18 in our Notes to
Consolidated Financial Statements, included in our Form
10-K for the year ended December 31, 2018, for further
details.
3

Gartner has a disclaimer noting they “do not endorse
any vendor, product, or service.”
4

NON-GAAP MEASURES
This Annual Report contains non-GAAP financial
measures. Ultimate believes that non-GAAP measures
of financial results provide useful information to
management and investors regarding certain financial
and business trends relating to Ultimate’s financial
condition and results of operations. Ultimate’s
management uses these non-GAAP results to compare
Ultimate’s performance to that of prior periods for trend
analyses, for purposes of determining executive incentive
5

compensation, and for budget and planning purposes.
These measures are used in monthly financial reports
prepared for management and in quarterly financial
reports presented to Ultimate’s Board of Directors.
These measures may be different from non-GAAP
financial measures used by other companies. These nonGAAP measures should not be considered in isolation
or as an alternative to such measures determined in
accordance with the generally accepted accounting
principles in the United States (GAAP). The principal
limitation of these non-GAAP financial measures is
that they exclude significant expenses that are required
by GAAP to be recorded. In addition, they are subject
to inherent limitations as they reflect the exercise of
judgement by management about which expenses are
excluded from the non-GAAP financial measures.
To compensate for these limitations, Ultimate presents
its non-GAAP financial measures in connection with its
GAAP results. Ultimate strongly urges investors and
potential investors in Ultimate’s securities to review the
reconciliation of its non-GAAP financial measures to the
comparable GAAP financial measures that are included
in this Annual Report (under the caption “Unaudited
Reconciliation of Non-GAAP Financial Measures”) and
not rely on any single financial measure to evaluate its
business.
Ultimate presents the following non-GAAP financial
measure in this Annual Report: non-GAAP operating
income and non-GAAP operating income, as a
percentage of total revenues (or non-GAAP operating
margin). We exclude the following items from these nonGAAP financial measures, as appropriate:

NOTES
Stock-based compensation expense. Ultimate’s
non-GAAP financial measures exclude stock-based
compensation expense, which consists of expenses for
stock options and stock and stock unit awards recorded
in accordance with Accounting Standards Codification
718, “Compensation - Stock Compensation.” For the
years ended December 31, 2018, 2017 and 2016, stockbased compensation expense was $140.4 million,
$146.4 million and $113.9 million on a pre-tax basis,
respectively. Stock-based compensation expense
is excluded from the non-GAAP financial measures
because it is a non-cash expense that Ultimate does
not consider part of ongoing operations when assessing
its financial performance. Ultimate believes that such
exclusion facilitates the comparison of results of ongoing
operations for current and future periods with such
results from past periods.
Amortization of acquired intangible assets. In
accordance with GAAP, operating expenses include
amortization of acquired intangible assets over
the estimated useful lives of such assets. For the
years ended December 31, 2018, 2017 and 2016, the
amortization of acquired intangible assets was $10.1
million, $3.1 million and $1.1 million, respectively.
Amortization of acquired intangible assets is excluded
from Ultimate’s non-GAAP financial measures because
it is a non-cash expense that Ultimate does not
consider part of ongoing operations when assessing
its financial performance. Ultimate believes that such
exclusion facilitates comparisons to its historical

operating results and to the results of other companies
in the same industry, which have their own unique
acquisition histories.
Transaction costs related to business combinations.
In accordance with GAAP, operating expenses include
transaction costs for third-party professional services
received in connection with business combinations.
As we do not acquire or dispose of businesses on
a predictable basis, the terms of each business
combination are unique and can vary significantly from
other business combinations. Significant expenses can
be incurred in connection with a business combination
that we would not have otherwise incurred in the periods
presented as part of our continuing operations. For
the year ended December 31, 2018, the transaction
costs incurred related to business combinations was
$3.1 million. There were no transaction costs incurred
related to business combinations for the year ended
December 31, 2017. For the year ended December 31,
2016, the transactions costs incurred related to business
combinations was $0.9 million. Transaction costs
related to business combinations are excluded from
Ultimate’s non-GAAP financial measures because it is an
expense that Ultimate does not consider part of ongoing
operations when assessing its financial performance.
Ultimate believes that such exclusion facilitates
comparisons to its historical operating results and to the
results of other companies in the same industry, which
have their own unique business combination histories.

UNAUDITED RECONCILIATION OF NON-GAAP MEASURES
(Dollars in Thousands)

2016

2017

Operating income
$41,684
$44,546
Operating income, as a % of total revenues
5%
5%
Add back:			
Non-cash stock-based compensation expense
113,877
146,427
Non-cash amortization of acquired intangibles
1,115
3,129
Transaction costs related to business combinations
874
–
Non-GAAP operating income

$157,550

$194,102

2018

$80,596
7%
140,353
10,107
3,059
$234,115

Non-GAAP operating income, as a % of total revenues
20.2%
20.6%
20.5%
			

