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ALP I-@C HALLENGE

PRI s A Portfolio Managers’ favorite with headwinds shifting to tailwinds

Current Trading Statistics

(All figures in millions, except per share data)

H H H H Stock Price 11/15/2022 $ 337.20
Tyler TeCh n0|0g|es IS the leadlng prOVIder Of Premium / (Discount) to: 52 Week High ($557.55) (39.5%)
software to municipal governments. 52 Week Low ($281.11) 20.0%
Fully Diluted Shares Outstanding @ 42.7
Core Revenue Sources Total Equity Value $14,303
Plus: Total Debt 1,076
Less: Cash 225
Total Enterprise Value $ 15,244
Total Enterprise Value as a Multiple of; Statistic ® Multiple
+ ERP (35% of Reven Ue) Net Revenue  2021A $ 1,592 9.6x
2022E 1,854 8.2x
. 2023P 1,963 7.8x
+ Courts & Justice (15% of revenue)
Gross Profit ~ 2021A $782 19.5x
2022E 899 17.0x
+ Public Safety (7% of revenue) 2023F o2 157
EBITDA 2021A 388.1 39.3x
. 2022E 473 32.2x
+ Platform Technologies (30% of revenue) 2023P 526 29.0x
EBIT 2021A $ 298 51.2x
0, 2022E 380 40.1x
+ Other (13% of revenue) oo o Y

Appraisal & Tax, Civic Services, K-12 Schools

Total Equity Value as a Multiple of:

Net Income 2021A $ 208 69.0x
2022E 265 54.3x
2023P 324 44.4x

Current Share Price as a Multiple of:

EPS 2021A $4.94 68.3x
2022E 6.18 54.6x
2023P 7.48 45.1x

(a) Diluted shares outstanding based on treasury method calculation.
Source: Company Filings, Factset Data (b) Statistic per internal projections.
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ISR Core business outgrew indices, is expected to do so in future as well
Strong Existing Business o | | o | || |50 | | || | s | | 0| 100 | | 0 .
s :
From Jan 2000 to Nov 2022, TYL has compounded at 20.3% p.a., vs. dwge | ZSE
Nasdaq at 5.4% and S&P500 at 4.64% driven by: | i
| 1l m
1. Attractive end market 90,000 municipalities with long tail of 'W | '|} ,
replacement and share of wallet expansion opportunities 7 |.|u"" 18
g e 126
2. Vertical market specialization enabling focused M&A as well as . ..‘r""‘"'l [ o
profitable growth without excessive competition T T .

3. Strategy of core ERP + payments with software wrapper creates Fera:m ‘
sticky relationships with multi-year expansion opportunity o ! kI

2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2008 | 2019 | 2020 | 2020 | TIM £ oz ez

4. Management aligned with shareholders

Same as it ever was.

Continued growth expected based on

1. Subscription model transition P&L headwinds turn to tailwinds a
exiting 2023

2. Valuation is currently 4x lower than 10-year median NTM P/E =
45x, and forward estimates are subdued by subscription
transition

3. NIC acquisition provides access to new accounts

Source: Company Filings, Factset Data, Roic.ai
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End market dynamics

Industry Trends

High growth end market, repeat business and low competition

The University of North Carolina

i tyler

Unique: single- focus,
national player

. . National
TAM of Local & Regional Government market estimated at @
$30B[! exhibiting high single digit annual growth rate
Smaller deal sizes and slower sales cycle keep competitors Ge:g;:';"" oca and regional f™
disinterested, while reference sales are uniquely beneficial to Many S'“aﬁe‘;\-\gmym
Tyler

Single-focus

1/3 of deals are competitive with typical ERP players (Oracle, B et /
Infor, SAP), while 2/3 of new business comes from replacing =i local government

antiquated, home-grown systems

Nearly 50% of local government budgets are tied to property

taxes and other more stable sources of revenue Large Opportunity to Upgrade Government Software

>450,000
TYL has been able to take advantage of this landscape .. 413 grovided iy
competitive vendors
* Potent ERP + Payments + Software strategy enables expansion =
over time
L. . . . . OPPORTUNITY
* Strong acquisition history, guided by domain expertise and 23
>88,000 — provided by
knowledge of customer landscape - -.zm o o
* Tyler’s software is incredibly sticky, the company boasts @ 98% o sgences s 000 e s comoL
renewal rate Sehos ounies N 3,200 - s st
Local  Total Potential Systems i
Governments

Source: Company Filings, [1] Gartner
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ISR Vertical specialization results in consistent and profitable model

Organically, TYL has grown revenues in the 8-12% range over the past 10 years. Acquisitions have typically been tuck-

HETTE ins excluding New World Systems (2016) and NIC (2021).

0] s =BTl Company has historically grown operating margins ~1-2% per year.

Earnings Tyler has compounded EPS around 20% over the past 10 years.

Company has generated FCF margins roughly 25-30% over the past decade, however revenue and investment
headwinds are weighing on current profitability and FCF margin hovers above 20%.

Free Cash Flow

Tyler Technologies
10 Year Summary Financial Results

(All figures in millions, except per share data)

Actual CAGR/

Fiscal 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Avg
Net Sales $ 363 $ 417 $ 493 $ 591 $ 756 $841 $ 935 $ 1,086 $1,117 $1,592 17.8%
Cost of Sales 196 223 260 314 401 442 496 570 574 883 18.2%
SG&A 87 98 108 133 167 177 208 258 260 391 18.2%
R&D 20 23 26 30 43 47 63 81 88 93 18.6%
EBIT (Non-Gaap) $ 70 $ 86 $117 $ 149 $214 $ 236 $ 250 $ 276 $ 300 $405 21.5%
EBITDA 74 91 121 155 227 249 266 298 321 450 22.1%
Net Income (GAAP) 33 39 59 65 110 164 147 147 195 161 19.3%
Diluted EPS (GAAP, $ 1.00 $1.13 $1.66 $1.77 $2.82 $4.18 $3.84 $3.79 $4.87 $3.95 16.5%
Diluted EPS(Non-GAAP) 1.29 1.51 2.09 2.54 3.49 3.94 4.80 5.30 5.52 7.02 20.7%
Net Sales Growth 14.7% 18.4% 19.9% 27.9% 11.2% 11.3% 16.2% 2.8% 42.6% 18.3%
YoY A 14.7% 3.7% 1.5% 8.1% (16.7)% 0.1% 4.9% (13.4)% 39.8% 4.7%
COGS, % of Net Sales 53.8% 53.6% 52.7% 53.1% 53.0% 52.5% 53.0% 52.4% 51.4% 55.4% 53.1%
YoY A (0.2)% (1.0)% 0.4% (0.1)% (0.5)% 0.5% (0.6)% (1.0)% 4.0% 0.2%
SG&A, % of Net Sales 23.9% 23.6% 22.0% 22.6% 22.1% 21.1% 22.2% 23.7% 23.2% 24.5% 22.9%
YoY A (0.3)% (1.6)% 0.6% (0.4)% (1.1)% 1.1% 1.5% (0.5)% 1.3% 0.1%
EBITDA Margin 20.5% 21.8% 24.6% 26.2% 30.1% 29.7% 28.5% 27.4% 28.8% 28.3% 26.6%
EBIT Margin 19.3% 20.7% 23.6% 25.2% 28.2% 28.0% 26.8% 25.4% 26.8% 25.5% 25.0%
Net Income Margin 9.1% 9.4% 12.0% 11.0% 14.5% 19.5% 15.8% 13.5% 17.4% 10.1% 13.2%

Source: Company Filings, Factset Data
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Long history of smart investments and shareholder friendliness

The University of North Carolina

1. John Marr, Executive Chairman, joined Tyler in 1999 through

. . . . Non-Gaap EPS reasonable FCF/Share Prox
the acquisition of public sector software provider Munis. P / Y

$9.00
2. Lynn Moore, CEO, joined Tyler in 1998 and has been $8.00
responsible for over 45 M&A deals, as well as organic growth zm
6.00
3. Brian Miller, CFO, has been with Tyler since 1997 and serves as 350
CFO since 2008 o400
$3.00
Each individual owns $15-30 Million in TYL stock, while base $2.00
salaries are $300-525k S100
S,

Incentive compensation is tied to Non-GAAP EPS goals —a good T

proxy for free-cash-flow per share. Since 2010, this team has O NonGARP Dilued 75 e ree Cash Flow per Share

overseen a 16% revenue CAGR, a 21% EPS CAGR, and focused on

profitable growth.
Return on Invested Capital
We see a solid track record of value creation and think this current

set back is going to be temporary.

25.0
20.0

15.0

10.0
i I I I
0.0

2013 2014 2015 2016 2017 2018 2019 2020 2021

Source: Company Filings, Factset Data
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Revenue Headwinds

1. The switch from upfront revenue recognition under a
license + maintenance model to subscription pushes a
significant portion of newly contracted revenues out to
future years. In 2023, the growth in upfront licenses
weighs heavy on growth (orange).

2. The NIC acquisition is creating near-term compare
challenges for revenue (yellow).

Margin Headwinds

1. NIC's lower corporate margins (low 20’s EBITDA margins
vs. Tyler’s 26-32%) are clouding the positive
contribution of mix shift in Tyler’s gross profit near

term.

2. Tyler is shouldering transitional costs related to its
subscription business, concurrently run existing
workloads in its own datacenters and AWS and
incurring bubble costs associated with its services team
transitioning customers to the cloud

Tyler Technology
Revenue Build

(Allfigures in millions, except per share data)

Investment Opportunity

Revenue and margin headwinds offer a perfect entry opportunity

Fiscal

Projected Projected

2020

2021

2022 E

Licenses
YIY %

Subscriptions
Y/IY %

Software Services
YIY %

Maintenance
YIY %

Services
YIY %

Hardware

Y/Y %

Total Revenue
YIY Change

732
-21%

350.6
18%

186 4
-13%

4675
9%

211
-10%

178
-23%

1116.7
2.8%

10A

14.9
-20%

102.5
25%

476
9%

1191
4%

6.5
12%

42
9%

294.8
6.6%

20A

176
3%

199.6
133%

533
22%

1196
2%

6.3
33%

77
132%

404.1
49.1%

3QA

27
14%

2529
183%

54 6
14%

1178
0%

71
32%

47
-10%

459.9
60.9%

Shift in New Business Mix
Saa$S Transition "Bubble" Costs
Returning Costs COVID

MNormalized Operating Margin

40QA

19.2
10%

229.5
144%

538
26%

117.7
-1%

79
50%

54
-1%

433.5
53.0%

Operating Margin Guide FY '23

745
2%

784.4
124%

2094
12%

4743
1%

278
32%

219
23%

1592.3
42.6%

10A

16.5
11%

2454
140%

615
29%

117.0
-2%

85
32%

71
1%

456.1
54.7%

20A

15.0
-15%

255.8
28%

631
18%

116.8
-2%

88
41%

91
18%

468.7
16.0%

30A

203
-10%

2543
1%

632
16%

1173
0%

86
20%

94
102%

4731
2.9%

4QE

20.0 7.8
4% -4%

255.00 1010.6
11% 29%

541 2419
1% 16%

113.4 464.5
-4% -2%

86 345
9% 24%

51 30.7
6% 40%

456.2| 1854.1
5.2%| 16.4%

23.80%
0.50%
0.90%

1%

26.20%

2023 E

39.5
-45%

1172.2
16%

2540
5%

4413
-5%

349
1%

313
2%

1973.3
6.4%

“So, over the last several years, the public sector has been moving more and more to the cloud. And if those who aren’t really familiar with
public sector, boy, it’s only been the last couple of yeas what’s been going on because the rest of the world has been doing it for some time. But
when you do business in the public sector, one thing you realize is that they move a little more slowly than the commercial sector. They want

things that are reliable. They want things that work. They’re not always looking for the next greatest gadget.... | think early 2019, we decided

we wanted to really change our approach to the market from a cloud-agnostic approach to a cloud-first approach.”
—Lynn Moore, President & CEO at William Blair Growth Conference 2022
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e Revenue acceleration and durable growth expected after this low

Tyler Technology
Revenue Build

Transitioning to subscriptions, TYL will experience the e -
igures In millions, excepl per share ata)
mechanical benefit of a software revenue Actual Projected

Fiscal 2018 2019 2020 2021 2022 E | 2023E | 2024E | 2025E | 2026 E | 2027 E
acceleration as subscription bookings layer in and
Licenses 93.4. 100.2 73.2 745 71.8 39.5 27.6. 19.4 135 9.5
grow as a part of the mix. Expected to show up in Y% L BT I B I I I e
Subscriptions 220.5] 296.4 350.6 784.4 1010.6 1172.2 1383.3 1646.1 1942.4 2272.6
2024 revenue. YIY % 3a%|  18%|  124%|  29%|  16%|  18%|  19%|  18%|  17%
Software Services 191.3 2131 186.4 209.4 241.9 254.0 265.4] 276.1] 285.7 294.3
YIY % 11% -13% 12% 16% 5% 5% 4% 4% 3%
Additionally, the expense base should be right sized ainenance sas| aw3| ars| amsa| aeas| a3 a4 wed wsa| zmes
. . . . YIY % 12% 9% 1% 2% 5% 7% -10% 2% -15%
by the end of 2023, with margins expanding slightly _
Services 21.8 23.5 21.1 27.8 345 34.9 36.6 37.4 38.1 38.5
. . 0 0, -109% 0y 0/ 0 0/ 0, 0
faster than hlStorlca”y. YIY % 8% 10% 32% 24% 1% 5% 2% 2% 1%
Hardware 237 23.0 17.8 21.9 30.7 313 313 30.7 29.2 26.3
YIY % -3% -23% 23% 40% 2% 0% -2% -5% -10%
The Com bl natlon Of these tWO fa Ctors ought to Iead Total Revenue 935.2 1086.4 1116.7 1592.3 1854.1 1973.3 2154.7 2378.9| 2634.0| 2917.4
Y/Y Change 16.2% 2.8% 42.6% 16.4% 6.4% 9.2% 10.4% 10.7% 10.8%

to a meaningful re-acceleration of revenue and
Tyler Technology
ea rnings grOWth. Income Statement

(All figures in millions, except per share data)

Actual Estimated Projected
Fiscal 2019 2020 2021 2022 2023 2024 2025 2026 2027
. Net Sales $1,086 $1,117 $1,592 $1,854 $1,973 $2,155 $2,379 $2,634 $2,917
TV|er Revenue Mix Cost of Sales 519 523 811 955 1,046 1,110 1,189 1,277 1,371
Gross Profit $567 $593 $782 $899 $ 927 $1,045 $1,189 $1,356 $1,546
2500 0.45 SG&A Expenses 210 206 283 342 369 388 396 407 428
04 R&D Expense 81 88 93 97 101 105 109 114 118
’ Operating Income $276 $ 300 $ 406 $ 460 $ 457 $552 $685 $835 $ 1,000
2000 035 Interest Expense - 1 23 31 1 1 1 1 -
’ Pre-Tax Income $276 $298 $ 382 $429 $ 456 $551 $683 $834 $ 1,000
03 Income Taxes 66 72 92 103 109 132 164 200 240
1500 Net Income $210 $227 $291 $326 $ 346 $418 $519 $634 $ 760
0.25
02 Diluted Shares Outstanding 40.1 415 422 429 435 43.9 44.3 44.7 45.4
1000 ’
0.15 Diluted Earnings per Share $5.23 $5.46 $6.88 $7.60 $7.96 $9.53 $11.71 $14.16 $16.74
500 0.1 EBITDA $298 $326 $ 422 $497 $497 $584 $720 $875 $1,044
EBITDA Margin 27.5% 29.2% 26.5% 26.8% 25.2% 27.1% 30.3% 33.2% 35.8%
0.05
0 l I 0 Income Statement Analysis
2018 2019 2020 2021  2022E 2023FE  2024E  2025E  2026E Net Sales Growth 2.8% 42.6% 16.4% 6.4% 9.2% 10.4% 10.7% 10.8%
o . . ) EPS Growth 4.2% 20.6% 9.5% 4.6% 16.5% 18.6% 17.3% 15.4%
N Subscription EEEE All Other (License + Maintenance + Services + Hardware) sss=Y/Y % Growth Gross Margin 52.2% 53.1% 49.1% 48.5% 47.0% 48.5% 50.0% 51.5% 53.0%
Operating Margin 25.4% 26.8% 25.5% 24.8% 23.2% 25.6% 28.8% 31.7% 34.3%

Source: Company Filings, Factset Data, Internal Estimates
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Cloud subscription transitions are a relatively common value add tool within software. Several prior examples:
Autodesk (2016-2018)

Historical Industry Trends

Cos. transitioning to subscription historically have seen value add

Adobe (2012-2014)

REGENT:

PIE

\/

. DIV o, PE PJE RATIO o o,
= RELATIVE - RELATIVE
AUTODESK, INC. naspaq:ADSK tne 2211475, 83.77 ree-14a2)|ine 418 (% 0.00% ADOBE INC. nASOAGHADEE o 32.82 pec-a27)|reine 1,64 75 0.00%
High: | 5132 | 4971 | 2797 | 3980 | 4615 | 4269 6300 8308 | 13110 | 15994 28492 High: | 4847 | 4644 | 3820 | 3780 | 3690 | 3825 | 6109 18627 | 27761 | 332.88 | 536, 5749
Low: | 3674 | 1245 | 1170 | 2250 | 2290 | 2770 4476 4160 | 7450 | 10155 163.20 382 Low: | 3730 | 1949 | 1570 | 3545 | 2267 | 2804 | 3736 10281 | 17526 | 21515 | 25513 27478 778
Legends Legends
all Stock price 344 il Stockprice 700
149 Beta (10 Market) 3086 125 Beta (10 Market) 622
268 i 544
I i 229 Iu|-|-||LI !” 467
u-|-H !! 191 I II l{d 389
il 153 e I! h{ an
i
- e [ s I""“ll“.. 233
bl 76 el 156
shoyrtnaty L BT IV M !
* * (T NSO Bl =T i 2N 78
- 62 % total return 11/22 - 74 % total return 11/22:
Pehfm} o | ] Stock  S&P Pehfm} o I Stock  S&P
shares -33.39 1564 shares 1y, -4932  -1564
vaded: o ®51 2710 vaded: o By, 1451 279
7426 5330 M
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 2015 2017 | 2018 | 2019 T™ ca 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 2017 | 2018 | 2019 | 2020 1™ [i ear
797 943| 1027| 749 858 973 1021 11.06 912 037| 11.74 21.73 Revenue per share 434 541| 664 562 7.32| 847 890 809 1479| 18.41] 2297| 2675 36.38 Revenue per share
126 155 081 025 083 125 109 036 (281)| (258)| (0.37) 2,56, Earnings per share 085 124 162| 074| 148| 167 168| 058 343| 528 807 1094 10.19 Earnings per share
235\ 289 229 091 225 224 222 279 042| (0.23)| 142 7.20 Free Cash Flow per sh 142 224| 217| 190 182 268| 248 192 554| 7.67| 828 11.04 15.09 Free Cash Flow per sh
-- -- -- -- -- -- -- -- -- -- -- - Dividends per share == == == == == == == = == == == == == Dividends per share
015 o019| o03s| 017 o012 028] o025 033 034] o023] o031 0.26 GAPEX per share 014 o023 o021 o023 o033] o042 o055] o038 036) 054 081 087 0.95 CAPEX per share
4.83 5.34 581 6.44 7.07 8.27 9.02 9.77 3.29| (1.17)| (0.96) 4.07| Book Value per share 8.68 7.96 8.18 9.32| 10.00| 11.63| 13.47| 1341 17.14| 19.08| 21.65| 27.58 30.12 Book Value per share
231 230 226 229 228 228 226 227 223 220 219 218 Comm.Shares outs.(m) 594 584 539 524 519 497 495 501 494 491 486 481 473 Comm.Shares outs.(m)
354 211| 255 1192| 393| 276 358 154.2 (38.9)| (50.8)|(428.3) 83.8 | Avg. annual PJE ratio 419 3z38| 220] 384| 208| 180 124 s8OS 41.7| 441] 458| 379 328 Avg. annual P[E ratio
2.0 10| 04| 58| 24 19 21 7.7 .| (o] 7.7 4.2 | P/E relative to SZP500 23 20| 10| 08 100 14 13| 47 18 1.8 1.9 1.0 1.6 P/E relative to S&P500
-- -- -- -- -- -- -- -- - - 5 -] Avg. annual div. yield -- -- -- -- -- - - -- -- -- -- -- Avg. annual div. yield
Capital Structure (1/8/22 | Q2) 2216| 2,312 2, 2,031 2,057| 2570 4,744 Revenue (m) Capital Structure (2/9/22 | Q3) 16| 4404| 4,055 7,302| 9,030[11,171 wz,Bs:a 17,191 Revenue (m)
Totalliabilities  Total assets 16.0%| 13.2% 8% (24.6)% | (24.8)% | (1.0)% 16.7%] 1" Operating margin Total liabiliti otal agsets 26.1%| 26.8%| 10.4% 29.7%| 31.5%| 29.3%| 329% 35.5% Operating margin
£7487 m $8,227 m 16| 128 146 139 108 95 114 Depreciation (m) £12.371 m $26,744 m. 270 s0o| a1 326| 346 737| 757 846 Depreciation (m)
Long-termdebt  Cash and equiv. 285| 247 82 (582)| (567)] (81) 558| ., | Net profit (m) Long-termdebt  Cash and equiv. 833 833] 290 1,694| 2,591| 2951| 5260 4813 Net profit (m)
$2615m. $1.440 m, 21.4%| 202%| 183K 1.4% (11.0)%] (1.7)%](89.2)% 22.2% Income tax rate $4.053 m. $3.870 m, 19.5% | 256%| 18.5% 208%| 7.3%| 7.8%|(26.0)% 19.2% ;- Income tax rate
Gu‘ﬂdwi“ €361 m ' 12.9%| 10.7% \3 3% (287)%|(27.6)% | (3.1)% 11.8%] Net profit margin Goodwlll $12.756 m N19.8%| 189%| 7.2% 23.2%| 28.7%| 26.4%| 40.9% 28.0% Net profit margin

Longer term, TYL benefits from the architectural shift to the cloud.

(1) Scalability and better asset utilization for customers and Tyler, lowering CapEx needs in out years.

(2) Lower upfront costs for municipalities, potentially aiding in new customer acquisition.

(3) Single code base allows for easier product upgrades, leading to potentially higher up/cross-selling in the future.

(4) Cloud companies generally enjoy higher margins structural margins without the need to own their datacenters.

Source: roic.ai
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Why NIC
* Expands Tyler into higher up relationships
* State-level master services agreements
provide an opportunity for expansion from
cross-selling
* Increase State revenues by 4x
* Increase Federal revenues by nearly 50%
* Complimentary products
* NIC's government payment portals tie in
nicely with Tyler’s Micropact and Socrata
software packages
* Front end payments integrate with Tyler's
Financials & ERP solutions for total system
solution

* Transaction details
*  Purchase price of $2.3B —funded with 1.6B
of debt and 700M of cash on hand
* Acquired at roughly 6x TTM revenue and
21x TTM EBITDA

Source: Company Filings & Presentations

Recent Acquisitions

Understanding the upside and synergies provided by NIC

NIC has an Established Client Footprint with Significant
Opportunity for Expansion

Overview of State Partnerships

NIC has geographic alignment with Tyler in complementary
solution areas (16 states where both have active contracts with
different agencies at the state level) along with a number of
white space opportunities

W Enterprise States and Localities
(including payment services)

@ Outdoor Recreation Platform

@ Payments Platform

M Enterprise Payment Partner States @ Licensing Platform

White Space Opportunities Healthcare Platform

Overview of Federal Partnerships

Py
[{ej Department of Transportation fﬁi Department of the Interior
(".-,:,._.n_./" R

@' Department of Agriculture Library of Congress .
R4 i tyler
NIC’s Leading Portfolio of Constituent-Centric Digital
Government Solutions
_ ‘ Businesses | @ ‘ Citizens | ,&
Constituents
| 65% of State Enterprise Revenues = Business Services | | 35% of State Enterprise Revenues = Citizen Services |

Civic Engagement

Information — Data and Records

Digital
Government
Solutions

Interactions — Licensing / Permitting / Registering / Renewing / Filing

Payments

Business Motor Taxes Outdoor Court/ Police / Healthcare
Solutions Vehicles Recreation Corrections

Department of Department of Department of Department of Department of
Motor Vehicles Natural Resources Justice Health

Self-Service Over the Counter / Point of Sale
B 4 o i® i

.
Note: Gov2Go is NIC's single cross-jurisdiction/ cross agency mobile platform for citizens to interact with government. '.:':.. tyler
b
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Tho Uniershy of ot Caroes Our Target Price of $377 vs various estimates

We derive our price target from a number of different valuation methodologies:

Bull:

We use an average of our 3 stage
DCF, Exit multiple DCF and historical
multiple analysis to derive an
upside target of $437 (+39%)

Exit Multiple DCF $343 $424.86

3 Stage DCF $314.39 $449.60

Base:
We arrive at a fair value of $S377
(+20%) using our 2 DCF

Comparables Analysis  $289.51 $466.77 methodologies

Bear:
We expand the range of valuation
scenarios on the downside, to
account for a period of prolonged
multiple and discount rate
pressures. We derive a bear case
$557.55  scenario of $274 (-13%) using an
average of our two DCFs and a
haircut forward P/E

1 Yr Fwd Multiple $340 $437.30

52-week Trading Range  $281.11

Current Price Our Target
$313.45 $377

Source: Internal Estimates, Factset Data, Company Filings
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TR et Historical Multiple Analysis
TYL NTM P/E
90
We cannot separate out the broader pressure on .
software from Tyler’s recent performance, but we 70
think the discount to historical valuation suggests the 60
market is indeed concerned about the ongoing 50
slowdown in growth. 0
30
Exiting 2023, with growth + margins accelerating, 20
. . . . . 10
reverting to a historical multiple would yield 37% 5
upside. For conservatism, we did not include this in MMETLTONONBOONNEN®D®R®000 009D
. . . o0 00 00 0 00 0000000 00000000 00000
our price target derivation. SSSSSSsS5s555S555s55s55585588¢
SRR R R R R R R R R R R R g
Assuming forward multiples need to reflect changing 8588788 5885658°685885583638a88+7
en.wronment, even the 10 year low forward multiple 10 YR FWD P/E Muttiple
grinds out a return. Median 45x
A 30% haircut to the 10-year low P/E shows a more Low 35x
aggressive downside case. High 80x
Current 41X
Fiscal 2024 Fiscal 2024 Fiscal 2024
Diluted Earnings per Share $9.72 Diluted Earnings per Share $9.72 Diluted Earnings per Share $9.72
Haicut FWD P/E 25x 10 YR LOW FWD P/E 35x 10 YR MEDIAN FWD P/E 45x
Target price $242 94 Target price $340.12 EoY 2023 Target price $437.30
Current Price $313.45 Current Price $313.45 Current Price $313.45
12 Month Return -22% 12 Month Return 9% 12 Month Return 40%

Source: Internal Estimates, Factset Data, Company Filings



Valuation
ﬂ Kenan-Flagler Business School
The University of North Carolina 3_Stage DCF
Assumptions
Marginal Tax Rate 24%|Kd 5.25%
Net Debt 851 [Rf 3.69%
Share Price 313.45 |MRP 4.24%
Shares Outstanding 42,683 |W(d) 6%
MV Equity 13,379 [W(e) 94%
g 3.50%|Beta 0.95
Ke 7.72%|WACC 7.50%
Actual Forecast Moderating Growth Period FORECAST ANALYSIS
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 |Actual 5-yr Avg Forecasted Avg Low Growth Avg
Senice Revenues 841 935 1,086 1,117 1,592 1,854 1,973 2,155 2,379 2,634 2,917 2,917 2,918 2,918 2,918 2,918
% Growth 11% 16% 3% 43% 16% 6% 9% 10% 11% 11% 10% 9% 8% 7% 6% 17.85% 9.50% 8%
Cost of Goods 442 496 570 574 883 955 1,046 1,099 1,178 1,264 1,357
% of revenues 53% 53% 52% 51% 55% 52% 53% 51% 50% 48% 47% 52.76%
Gross Profit $ 399 $ 440 $ 517 $ 543 $ 709 $ 899 | $ 927 % 1,056 $ 1,201 $ 1,370 $ 1,561
YoY % Gross Profit growth 10% 18% 5% 31% 2% 3% 14% 14% 14% 14% 18.04%
Cost of Op Revenues 150 173 219 221 259 439 470 493 505 521 546
% of revenues 18% 19% 20% 20% 16% 24% 24% 23% 21% 20% 19% 19.70% 21.29%
D&A 53 61 76 81 145 37 39 32 36 40 44
SG&A + Other
Operating Expenses 203 234 295 302 404 476 510 525 541 561 590
Operating Income (EBIT) $ 196 $ 205 $ 222 % 240 $ 305 $ 460 | $ 457 $ 563 $ 696 $ 849 $ 1,015
EBITDA 249 266 298 321 450 497 497 595 732 888 1,059
NOPAT (EBIT *1-Tax Rate) 149 156 168 183 232 350 347 428 529 645 771
+ D&A 53 61 76 81 145 37 39 32 36 40 44
CAPEX 43 27 37 23 34 20 20 | 20 | 20 | 20 | 20
-Change in Net Working Capital 34 9 (23) 16 23 (27) 18 16 19 22 25 TERMINAL FCF
Free Cash Flow $ 126 $ 181 $ 230 $ 224 $ 320 $ 393|$ 349 $ 424 $ 526 $ 642 $ 7701 $ 817 $ 875 $ 934 $ 963 $ 992 $ 1,027 |
EBITDA Margin 30% 28% 27% 29% 28% 27% 25% 28% 31% 34% 36% 27.95% 30.71%
Gross Profit Margin 47% 47% 48% 49% 45% 49% 47% 49% 51% 52% 54% 47.24% 50.40%
FCF Margin 15% 19% 21% 20% 20% 21% 18% 20% 22% 24% 26% 28% 30% 32% 33% 34% 20.39% 22.05% 31%
Terminal Value (Perpetuity) 25,700.95
NPV Free Cash Flow $4,149.52
PV Terminal Value (Perpetuity) $12,475.68
Enterprise Value $16,625.20 WACC
- Net Debt 851.00 369.57 7.00% 7.25% 7.50% 7.75% 8.00%
_Equity Value $15,774.20 4.50%; 577 519 471 430 395
Shares Outstanding 42.68 4.00%; 492 450 413 381 353
Price Per Share (BASI $ 369.57 | Current Price  $ 313.45 3.50% 432 399 370 344 321
Retun 18% 3.00% 387 360 336 314 295
2.50% 351 329 309 291 274

We think the most appropriate way to value the durable growth of TYL is with a 3-stage DCF. The first forecast period
from our 3 statement model, an intermediate period reflecting declining growth, and a terminal steady-state period.
We arrive at a Fair Value of $370 or ~20% upside.

We believe this model is conservative given the durability of growth in out years.

Source: Internal Estimates, Factset Data, Company Filings
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Valuation

Exit Multiple DCF

Assumptions
Marginal Tax Rate 24%|Kd 5.25%
Net Debt 851 |Rf 3.69%
Share Price 313.45 |MRP 4.24%
Shares Outstanding 42,683 (W(d) 6%
MV Equity 13,379 [W(e) 94%
g 3.50%|Beta 0.95
Ke 7.72%|WACC 7.50%
Actual Forecast
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027|Prev 5-yr Avg _ Forecasted Avg
Senice Revenues 841 935 1,086 1,117 1,592 1,854 1,973 2,155 2,379 2,634 2,917
% Growth 11% 16% 3% 43% 16% 6% 9% 10% 11% 11% 17.85% 9.50%
Cost of Goods 442 496 570 574 883 955 1,046 1,099 1,178 1,264 1,357
% of revenues 53% 53% 52% 51% 55% 52% 53% 51% 50% 48% 47% 52.76%
Gross Profit $ 399 $ 440 $ 517 543 709 $ 899 [ $ 927 1,056 1,201 1,370 1,561
YoY % Gross Profit growth 10% 18% 5% 31% 27% 3% 14% 14% 14% 14% 18.04%
Cost of Op Revenues 150 173 219 221 259 439 470 493 505 521 546
% of revenues 18% 19% 20% 20% 16% 24% 24% 23% 21% 20% 19% 19.70% 21.29%
D&A 14 16 21 22 45 37 39 32 36 40 44
SG&A + Other
Operating Expenses 164 189 241 243 304 476 510 525 541 561 590
Operating Income (EBIT) $ 236 $ 250 $ 276 300 405 $ 460 | $ 457 563 696 849 1,015
EBITDA 249 266 298 321 450 497 497 595 732 888 1,059 1,164.37
NOPAT (EBIT *1-Tax Rate) 179 190 210 228 308 350 347 428 529 645 771
+ D&A 14 16 21 22 45 37 39 32 36 40 44
-CAPEX 43 27 37 23 34 20 20 20 20 20 20
-Change in Net Working Capital 34 9 (23) 16 23 (27) 18 16 19 22 25
Free Cash Flow $ 116 $ 170 $ 217 210 296 $ 393 [$ 349 424 526 642 770 |
EBITDA Margin 30% 28% 27% 29% 28% 27% 25% 28% 31% 34% 36% 27.95% 30.71%
Gross Profit Margin 47% 47% 48% 49% 45% 49% 47% 49% 51% 52% 54% 47.24% 50.40%
FCF Margin 14% 18% 20% 19% 19% 21% 18% 20% 22% 24% 26% 19.37% 22.05%
Exit EBITDA Multiple 20x
Terminal Value 23,287.48 $ 383.64 7.00% 7.25% 7.50% 7.75% 8.00%
Discounted $15,093.55 24x 467 461 454 448 442
NPV FCF $2,132.55 22x 431 425 419 413 408
Enterprise Value $17,226.10 20x 394 389 384 378 373
-Net Debt $ 851.00 18x 358 353 348 344 339
Equity Value $16,375.10 16x 322 317 313 309 304
Shares Outstanding $ 42.68
[Price Per Share (BASE) $ 383.64 | Current Price  $ 313.45
| Return 22%

We arrive at 20x exit EBITDA multiple by taking the lowest of peer forward multiples to bake in more conservatism. We
arrive at fair value of $383 (22% upside).

Source: Internal Estimates, Factset Data, Company Filings
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Despite high multiples, we think TYL is undervalued when accounting for the compounding FCF/EPS growth.
While the upside may not be astronomical, we think the probability it comes to fruition is high.

Near term, you can own TYL at a historical discount in front of accelerating revenue growth, margin expansion, and EPS
upside.

Risks & Sell Discipline
We have only factored in a base case financial model for our valuation analysis —perhaps an overly confident decision.

If Subscription growth fails to meet the mid-high teens annual growth guidance, we believe investors will question the
durability of the model and Tyler may lose its premium valuation.

Happy to answer any questions.
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Our Base Case Model

Earnings Surprise history

Period
Dec "22E
Sep "22
Jun '22
Mar '22
Dec 21
Sep N
Jun '
Mar '21
Dec 20
Sep 20
Jun ‘20
Mar '20
Dec "18
Sep 12
Jun "8
Mar 19
Dec "18
Sep 18
Jun "8
Mar 18
Dec 17
Sep 17

Event Date

27 Oct "22
28 Jul '22
28 Apr '22
17 Feb '22
28 Oct'2
29 Jul'21
29 Apr ‘21
10 Feb "21
05 Nov 20
30 Jul '20
30 Apr '20
13 Feb '20
310ct 12
01 Aug 19
02 May 19
21 Feb 19
01 Nov 18
27 Jul e
03 May 18
22 Feb M8
26 Oct "7

Other notes:
We are slightly above consensus estimates for 2024

Our subscription growth is in-line with management framing, but other revenue segments carry more y/y noise

Out year profitability appears high compared to the recent past, but is less concerning looking at “cleaner” years and other
cloud software companies
Our base case model assume the conversion price of ~$500 is not struck.

Cash use assumes continued pay down of debt rather than buybacks NT, with small, unsubtantial buybacks after.

(1)
(2)
(3)

(4)
(5)

After Event

2.086
1.88
1.90

75
2.01
1.83
143
132
1.50
138
1.25
1.35
1.30
1.22
1.26
1.23

118

113
1.07
1.05

Mean
175
1.86
1.82
172

177
1.63
1.32
1.42
1.33
1.20
1.25
1.43
1.36
1.29
1.22
1.26
1.23

113

112
1.04
1.02

surp (%)

31
10.5
0.5
13.4

12.5

12.6

This is a management that meets or beats expectations, COVID
aside.

As a sanity check to our own forecasts and positive outlook, our
model is largely in-line with management’s mid-term targets, yet
above consensus estimates.

GOING FORWARD

Mid-Term Financial Targets

Revenue Margin Free Cash
Growth Expansion Flow Margin

~ [+)
~10% 30%+ ~25-30% 15%
Non-GAAP Operating 5-year CAGR
margin
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Tyler Technology
Income Statement

(All figures in millions, except per share data)

Actual Estimated Projected
Fiscal 2019 2020 2021 2022 2023 2024 2025 2026 2027
Net Sales $ 1,086 $1,117 $ 1,592 $1,854 $1,973 $2,155 $2,379 $2,634 $2,917
Cost of Sales 519 523 811 955 1,046 1,099 1,178 1,264 1,357
Gross Profit $ 567 $593 $ 782 $ 899 $927 $ 1,056 $1,201 $ 1,370 $1,561
SG&A Expenses 210 206 283 342 369 388 396 407 428
R&D Expense 81 88 93 97 101 105 109 114 118
Operating Income $ 276 $ 300 $ 406 $ 460 $ 457 $ 563 $ 696 $ 849 $1,015
Interest Expense - 1 23 31 1 1 1 1 -
Pre-Tax Income $ 276 $ 298 $ 382 $ 429 $ 456 $ 561 $ 695 $ 847 $ 1,015
Income Taxes 66 72 92 103 109 135 167 203 244
Net Income $ 210 $ 227 $291 $ 326 $ 346 $ 427 $528 $644 $771
Diluted Shares Outstanding 40.1 41.5 42.2 42.9 43.5 43.9 44.3 44.7 45.4
Diluted Earnings per Share $5.23 $5.46 $6.88 $7.60 $7.96 $9.72 $11.92 $14.39 $16.98
EBITDA $ 298 $ 326 $ 422 $ 497 $ 497 $ 595 $732 $ 888 $ 1,059
EBITDA Margin 27.5% 29.2% 26.5% 26.8% 25.2% 27.6% 30.8% 33.7% 36.3%
Income Statement Analysis
Net Sales Growth 2.8% 42.6% 16.4% 6.4% 9.2% 10.4% 10.7% 10.8%
EPS Growth 4.2% 20.6% 9.5% 4.6% 18.1% 18.5% 17.2% 15.3%
Gross Margin 52.2% 53.1% 49.1% 48.5% 47.0% 49.0% 50.5% 52.0% 53.5%

Operating Margin 25.4% 26.8% 25.5% 24.8% 23.2% 26.1% 29.3% 32.2% 34.8%
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Tyler Technologies
Balance Sheet

($ in millions)
Actual Estimated Projected
Fiscal 2020 2021 2022 2023 2024 2025 2026 2027
ASSETS
Current Assets
Cash & Equivalents $ 604 $ 362 $474 $ 649 $ 885 $1,261 $1,888 $2,028
Accounts Receivables 382 521 610 649 708 782 866 959
Prepaid + Other 106 64 112 121 127 135 143 152
Income Tax Receivable 22 18 18 18 18 18 18 18
Total Current Assets $1,113 $ 964 $1,213 $1,437 $1,739 $2,196 $2,915 $ 3,158
Net PPE $ 168 $ 181 $ 206 $ 226 $ 246 $ 266 $ 286 $ 306
Goodwill 838 2,360 2,360 2,360 2,360 2,360 2,360 2,360
Operating Lease 19 40 40 40 40 40 40 40
Intangible Assets 322 1,063 7 1,015 " 976 " 944 " 908 " 868 " 825
NonCurrent Investments & Other 116 92 92 92 92 92 92 92
Long Term Receivables 21 14 14 14 14 14 14 14
Software Development Costs 9 29 29 29 29 29 29 29
TOTAL ASSETS $ 2,607 $4,732 $ 4,969 $5,173 $ 5,463 $ 5,904 $ 6,604 $ 6,822
LIABILITIES
Current Liabilities
Accounts Payable $97 $278 $248 $270 $283 $ 300 $318 $ 339
Other Current Liabilities 6 11 11 12 13 14 16 18
Notes Payable & Overdrafts (Revolver)
Current Portion of Long-Term Debt 30
ST Deferred Revenue 461 511 649 691 754 833 922 1,021
Total Current Liabilities $ 564 $ 830 $ 908 $973 $1,051 $1,147 $ 1,256 $1,377
Long-Term Debt $ - $719 $549 $ 349 $ 149 $ - $ - $ -
Convertible senior note - 593 594 596 597 599 600 -
Deferred Income Taxes & Other 41 228 228 228 228 228 228 228
Operating Lease 16 36" 37" 39" 43" a8 " 53" 58
Other Long Term Liabilities 3 3 3 3 3 3 3
LT Deferred Revenue 0 - - - - - - -
TOTAL LIABILITIES $ 621 $ 2,409 $2,320 $2,188 $2,071 $2,024 $2,140 $ 1,667
SHAREHOLDERS' EQUITY
Common Stock $1 $1 $1 $1 $1 $1 $1 $1
APIC 905 1,080 1,080 1,080 1,080 1,080 1,080 1,080
Retained Earnings 1,112 1,274 1,599 1,936 2,342 2,830 3,414 4,105
Treasury Stock (32) (30) (30) (30) (30) (30) (30) (30)
TOTAL SHAREHOLDERS' EQUITY $1,986 $2,324 $ 2,650 $ 2,986 $3,393 $ 3,881 $ 4,465 $5,156

TOTAL LIABILITIES & SHAREHOLDERS' EQL  $ 2,607 $4,733 $ 4,969 $5,174 $ 5,463 $ 5,905 $ 6,604 $6,823



Tyler 3 Statement Base Case Model
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Tyler Technology
Cash Flow Statement

(All figures in millions, except per share data)

Estimated Projected
Fiscal 2022 2023 2024 2025 2026 2027
Cash From Operating Activities:

Net Income $ 326 $ 346 $ 427 $528 $ 644 $771

Plus: Depreciation & Amortization 37 39 32 36 40 44

Increase/(Decrease) in LT Deferred Revenue

Changes in Working Capital:

(Increase)/Decrease in Accounts Receivables $(88) $(39) $ (60) $(74) $(84) $(93)
(Increase)/Decrease in Prepaid + Other (48) (10) (6) (7 (8) 9
Increase/(Decrease) in Accounts Payable (30) 22 13 16 18 21
Increase/(Decrease) in Other Current Liabilities 1 1 1 1 2 2
Increase/(Decrease) in ST Deferred Revenue 138 42 64 78 89 99
Increase/(Decrease) in Operating Lease 1 2 4 4 5 6

Total Change in Working Capital $(27) $18 $16 $19 $22 $25
Total Cash From Operating Activities $ 336 $ 403 $ 475 $583 $ 705 $ 840
Cash From Investing Activities:

Capital Expenditures $ (25) $ (20) $ (20) $ (20) $ (20) $ (20)
Total Cash From Investing Activities $ (25) $ (20) $ (20) $ (20) $ (20) $ (20)
Cash From Financing Activities:

Issuance of Common Stock $ - $ - $ - $ - $ - $ -

Common Stock Dividends - - - - - -

Net (Purchase) / Reissuance of Treasury Stock - (10) (20) (40) (60) (80)

Cash Available / (Required) Before Debt $311 $373 $ 435 $523 $ 625 $ 740

Debt Borrowing / (Repayment) (199) (199) (199) (147) 1 (600)
Total Cash From Financing Activities $ (199) $ (209) $(219) $ (187) $ (59) $ (680)
Beginning Cash Balance $ 362 $ 474 $ 649 $ 885 $1,261 $1,888

Change in Cash 113 175 236 376 627 140
Ending Cash Balance $ 474 $ 649 $ 885 $1,261 $1,888 $ 2,028

Average Cash Balance
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We look at comparable
companies for a reference
point but do not include
our in our current price
targets.

We believe peer multiples
are slightly biased to the
upside given TYL's near
term mix of subscription
software

Additionally, we think
multiples analysis misses
our longer time horizon.

Valuation Appendix - Comparable Multiple Analysis

Analysis of Vertical Software Companies

Valuation Multiples

Enterprise Value as a Multiple of

Price as a Multiple of

) LFY Margins Revenue EBITDA EBIT Earnings per Share
Company Ticker EBITDA EBIT 2021A 2022E 2023P 2021A 2022E 2023P  2021A 2022E 2023P  2021A 2022E 2023P
Ansys ANSS 46.9%| 41.4% 11x 11x 10x 24x] 25x] 20x] 27x|  26x 24x 33x|  32x] 29x]
Synopsis SNPS 33.3%| 30.5% 12x 10x 9x 36X 28x] 24x 39x|  30x 26x 48x|  37x 32x]
Cadence Design CDNS 41.5%| 37.0% 15x 13x 12x 37x] 29x] 26x 42x|  32x 29x 50x|  39x| 35x]
SPS Commerce SPSC 27.8%| 24.1% 12x 10x x| 43X 35x 30x 49x|  40x 35x 71x|  52x 45x]
Manhattan Softwar ~ MANH 28.0%| 26.8% 11x 10x| 8x 41x] 38x 35x 42x|  39x 36x 55x|  47x 40x]
Tyler Technology
lllustrative Reference Range
(All figures in millions, except per share data)
Average Multiple Implied Enterprise Implied Equity Implied Price per
Methodology Statistic Range Value Value Share
Analysis of Selected Publicly Traded Tire Manufacturers
Revenue 2021A $ 1,592 12.4x $ 19,697 $ 18,846 $4415
2022E 1,854 10.8x $ 19,966 $ 19,923 $ 466.8
2023P 1,973 9.5x $ 18,828 $ 18,828 $441.1
EBITDA 2021A $ 422 36.1x $ 15,208 $ 15,208 $ 356.3
2022E 497 31.0x $ 15,402 $ 15,402 $ 360.8
2023P 497 27.0x $ 13,395 $ 13,395 $313.8
EBIT 2021A $ 406 39.9x $ 16,199 $ 16,199 $379.5
2022E 460 33.5x $ 15,397 $ 15,397 $ 360.7
2023P 457 29.9x $ 13,663 $ 13,663 $320.1
EPS 2021A $6.88 51.3x $353.0
2022E 7.60 41.3x $313.6
2023P 7.96 36.4x $289.5

Reference Range

[ $28951 — $466.8]
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Tyler Technology
Debt & Interest Schedule

($ in millions)

Estimated Projected
Fiscal 2022 2023 2024 2025 2026 2027
Cash Available/(Required) Before Debt $311 $ 373 $ 435 $523 $ 625 $ 740
Plus: Beginning Cash on Balance Shest 362 474 649 885 1,261 1,888
Less: Minimum Cash Balance
Net Mandatory Debt Repayment / Borrowings 30 - - - - -
Cash Before Discretionary Debt Repayment / (Borrowing) $ 643 $ 847 $ 1,084 $ 1,409 $ 1,887 $2,628
Senior Debt
Beginning Balance $719 $ 549 § 349 $ 149

Mandatory Debt Repayment 30

Barrowings — Refinance (200) (200) (200) (149) - -
Ending Balance $ 549 $ 349 $ 149 $ - $ - g -
Average Balance $634 $ 449 $ 249 $74 $ - $ -
Convertible
Beginning Balance $ 593 $ 594 $ 596 $ 597 $ 599 $ 600

Convert 0.25% 0.25% 0.25% 0.25% 0.25%

Borrowings — Refinance 1 1 1 1 1 (600)
Ending Balance 594 596 597 599 600 -
Average Balance $ 594 $ 595 § 597 $ 598 $ 599 $ 300
Revolver
Beginning Balance

Discretionary Sweep
Ending Balance
Average Balance

Total Debt, Beginning Balance $1,312 $1,143 $ 945 $ 746 $ 599 $ 600
Less: Mandatory Debt Repayment 30 - - - - -
Plus: Borrowings 1 1 1 1 1 (600)
Revolver Debt Borrowing / (Repayment) (200) (200) (200) (149) -

Total Debt, Ending Balance $1,082 $1,145 $ 946 $ 748 $ 600 $0

Less: Current Portion
Less: Revolver

Total Long Term Debt
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Tyler Annual Revenues Double when Existing Perpetual License
Customers Move to Cloud — lllustrative Example

On-premises Perpetual License Cloud Model Revenue G_rowth
Model Potential

$1M

~ Cloud
lifetime revenue

is ~ 2X greater

Software than on-premises.

License /
Maintenance

Long conversion
runway

’—@—> $400k

$200k — only 5,400 of existing
37,000 installations
- are cloud
Year 1 Annual Annual
License Purchase/ Maintenance Subscription
Implementation

i tyler
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Growing Backlog - High Revenue Visibility

Backlog of Signed Contracts’
$1,852M

+14%
$1,626M

$1,796M

$1,594M
$1,458M
$1,226M  $1,247M
$1,049M
$845M
$702Mm
$552M

2013 2014 2015 2016 2017 2018 2019 2020 2021 Q2 2021 Q2 2022

Adding 15-20 new clients every week

32 | ' 2012 through 2015 are reported under ASC 805. 2016 forward are under ASC 606

i tyler
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Tyler is Increasingly a High ARR Business

Total 2021 Revenues
$1.6B

ARR SaaS Software $ 1 5 B
| |

ARR

ARR Transactions/ with

Payments
16%

Growth

ARR Maintenance Q2 2022

Recurring

Non-recurring

. tyler

4 technalogies
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Strong Tailwinds Driving Market Growth

Strong Secular Driving Large To Grow Steadily at
Tailwinds... Market... Mid-High Single Digits

7-9%

¢/ Many antiquated

Total’
government systems no Mzrket annual market growth
longer supported $30B

& Governments shifting

systems to cloud Addressable
Market Today®

& Subscription services
preferred for budgeting
— once approved becomes
a simple one-line item
yearly

! Gartner - Local & Regional Government and Primary & Secondary Education spending on applications and vertical specific software and company estimates .‘. os tYIer
? Company estimate o technalogie:
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Appendix —End Market Analysis

Local Government has the Most Stable Sources of Funding

Local

Property
Taxes Charges

and Misc.

47% 22 7%
|

| Sales
Taxes

| 7.3%

Individual
Income Other
Taxes Taxes

2% 2.4%

12 | Source: Urban-Brookings Tax Policy Center, “State and Local Finance Initiative Data Query System” Fiscal Year 2017

State

Charges
and Misc.

18.8%

Sales Taxes
23.1% Individual

Income
Taxes

17.8%

Corporate
Income  Other
Taxes Taxes

23% 4.7%

Does not include intergovernmental transfers.

Federal

Payroll

Taxes Individual

o
35% Income

Taxes

50%

Corporate
Income Taxes

7%

-
K
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Tyler Transformation is Well Underway — With Higher Growth,
Higher Long-Term Margin Profile

2021

Non-Recurring
Revenues

22% CAGR
in 2010

Recurring Revenue
— Last 5 years

Non-Recurring
Revenues

Recurring

) Revenues
Recurring

Revenues

18.2% 25.4%
Non-GAAP QOperating Margin’

See reconciliation of GAAP to Non-GAAP measures included in this presentation and in our eamings release.

o tyler
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Tyler Technologies
Bookings Caleulation

As of September 30, 2022
(in milligns)

Note: Boakings are calculsted as the change in backlog plus non-GAAR revenues recognized in the perod.

Amounts reported under ASC 605
mounts reparted und 2019 EL 4q18 1q20 2020 g0 4420 1021 421 lan a2 a2z 022 qz
Totsl Total Total Total Totsl Total Total Total Total Total Total Total Total Total
Beginning Backlog 1,279 | [e)) 1,250 1,433 1414 1,458 1,501 1,539 1545 1,505 1,567 | (d} 1,626 1,766 1,796 1,759 1,882
Ending Backlog 1,259 1431 1414 1458 1,501 1,530 1,545 1,505 1,546 1,626 1,766 1,796 1,759 1852 1877
increase [decrease] 120) 174 i18) a4 43 3B 6 43 (a8) 59 141 £l ] 137) a3 5
Tatal Non-GAAP Rewenues 249 278 77 287 77 271 2EE 2E3 205 A0S 461 434 456 489 473
Bookings | Acguisitions rr] 457 259 331 319 aong Xz 313 247 A6 601 464 419 562 4089
VOF change 17.1% T2.3%)| 16% 13.5% 30.E%| -31.6% 129% 5% -21E% 50.1% 105.7% 30.3% 0% 21.0% -17.1%
Trailing 4 gtr bookings 994 1184 1,188 1,271 1362 1219 1,252 1,254 1,181 1,335 1,645 1,776 1,849 2,045 1,943
Trailing 4 gtr bookings -4.1% 16.5% 1E9% 32.3% 7.0 0% 5.4% -13% -13.3% 9.6% 313% 416% E5.0% 53.2% 18.1%
Mairitenance boakings 71 151 110 126 6 159 118 144 B 138 140 132 79 162 o7
Appraisal bookings 1o 1 1 5 14 [3)) 5 18 5 E) 26 9 7 4 [
Softwane & services boakings 73 116 73 106 BG 56 a1 Fuil 45 76 a1 78 96 116 a5
Subscription bookings 74 is4 (=] a5 143 a7 ES 101 118 21 350 245 238 79 301
Total rr] 457 259 331 319 aong 202 313 247 A6 G601 464 419 562 4089
Non-GAAP Revenues [000s):
Software & services & other 74,619 BER11 84,372 BE823 FATTD 64,075 73,161 65,684 66,746 78,631 81,851 78,448 85,118 87,241 92,869
Maintenance 101,045 108,774 111,107 111,837 114,410 116,804 118,024 118,454 119,112 119,620 117,834 117,711 117,029 116 B16 117,338
Subscriptions 67,915 74,163 75,700 80,542 E1 538 B5, 753 80,358 03,907 102,479 200, B4E 253 603 230,005 245,443 255 B16 254 346
Appraisal 5214 6233 6,008 6,023 5,762 4,697 5,304 5273 6,465 6,265 7146 7812 B518 BE1Z 8,638
Total 248,763 277981 77,187 287415 276,780 271,3x0 285,917 2E3,408 204 802 405 363 460,624 434176 456,108 468 B85 473181
Backlog (0D0s):
Software & services & other 374,340 401,434 396,388 413,551 434 618 416,672 427,035 411,542 409,297 413,130 415,167 414,319 425,073 453 065 446,170
Maintenance 352 863 394,791 393 201 407,256 368,872 411 284 411,402 436,813 307 480 416,098 438,640 452874 414,687 460,279 449 6o
Subscriptions 485,107 599,163 542 1E0 606,266 667 SE9 679,233 675,240 GEZ,204 607 3E7 731,057 B27.814 842,905 835,591 B59,071 o5, 736
Appraisal 42,183 37,234 32,468 31,042 39,672 31,632 31,363 43,946 42,111 65,456 84,664 5,762 B1.E14 78 B0 75,784
Total 1,258,502 1,432,622 | 1414327 | 1458115 | 1,500,751 1538820 | 1545130 1,504,535 1546275 [ 1625741 1,766,285 1,795860 | 1,759,165 1,852 D67 1,877, 300

(4) The beginning backlog balance has been adjusted for the New World acquired backlog of approxirately $70 millian,
() 04 2015 backlog reflects & redlassification from previously repamed amaunts 1o conform to current presentation.
(¢} The beginning backlog for 01 2019 has been adjusted far the MicroPact acquired backlog of approximately $32 million.
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Tyler Technology
Discounted Cash Flow Analysis

($ in millions, except per share data)

Appendix - Tyler TV Multiple

Estimated Projected
Fiscal 2022 2023 2024 2025 2026 2027
EBITDA $ 497 $ 497 $ 584 $720 $875 $1,044
EBIT 460 457 552 685 835

Less: Cash Taxes @ 24.0% 103 109 132 164 200
Tax-effected EBIT $ 357 $ 348 $ 420 $521 $635

Plus: Depreciation & Amortization 37 39 32 36 40

(Less): Capital expenditures (20) (20) (20) (20) (20)

Plus / (Less): Change in net working capital (27) 18 17 20 22
Unlevered free cash flow $ 348 $ 385 $ 449 $ 556 $677
Discount Periods 0.25 1.25 2.25 3.25 4.25

WACC @ 8.0%

NPV of Unlevered free cash flow @ 8.0% $341 $ 349 $ 378 $ 433 $ 488
EBITDA MULTIPLE METHOD
Terminal Value Undiscounted Discounted
EBITDA Multiple 20.0x $ 20,879 $ 15,054
25.0x $ 26,098 $ 18,818
DCF Range (Implied Enterprise Value) $15054 - $18,818 |
Net Debt $ 851

Equity Value @
Implied Price per Share ®

$14,203 - $17,967

$317.44 |  $40156
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3-Stage DCF
WACC
$ 369.49 7.00% 7.25% 7.50% 7.75% 5.00%
4.50% 577 519 471 430 395
4.00% 452 450 413 381 353
3.50% 432 399 369 344 N
3.00% 386 360 336 314 295
2.50% 351 329 309 290 274
Multiples DCF We use an expanded range from
_— our DCFs and 1 year forward multiple
$ 38364 7.00% 7.25% 7.50% 7.75% 8.00% eX|t|ng 2023 to derlve an

24x 467 461 454 4438 442 .

22x 431 425 419 413 408 average downside case of $274
20x 394 389 384 378 373

18x 358 353 348 344 339

16x 322 7 313 309 304

Fiscal 2024

Diluted Earnings per Share $9.72

Haicut FWD P/E 25x

Target price $242 94
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Analysis of Vertical Software Companies
Financial Summary

(All figures in millions, except for per share data and as otherwise noted)

Stock
Price  Equity Enterprise Revenue EBITDA EBIT EPS
Company Ticker  11/19/22 Value Value @ 2021A 2022E  2023P 2021A 2022E 2023P 2021A 2022E 2023P 2021A 2022E 2023P
Ansys ANSS 243.76 21,570 21,691 1,931 2,026 2,189 906 878 1,087 800 842 919 7.31 7.70 8.38
Synopsis SNPS 326 51,872 50,361 4,204 5,080 5,670 1,402 1,817 2,099 1,281 1,682 1,959 6.84 8.85 10.14
Cadence Design CDNS 165.02 46,432 46,053 2,988 3,547 3,867 1,240 1,580 1,768 1,106 1,427 1,581 3.29 4.23 4.65
SPS Commerce SPSC 129 4,796 4,559 385 450 525 107 131 153 93 114 131 1.82 2.47 2.87
Manhattan Softwar  MANH 121.54 7,758 7,561 664 749 909 186 197 216 178 192 208 2.23 2.61 3.03
Valuation Multiples
Enterprise Value as a Multiple of Price as a Multiple of
_ LFY Margins Revenue EBITDA EBIT Earnings per Share
Company Ticker EBITDA EBIT 2021A 2022E 2023P 2021A 2022E 2023P 2021A 2022E 2023P  2021A 2022E 2023P
Ansys ANSS 46.9%| 41.4% 11x 11x 10x 24x 25x 20x 27x|  26x 24x 33x| 32x 29x]
Synopsis SNPS 33.3%| 30.5% 12x] 10x 9x 36x 28x 24x 39x|  30x 26x 48x|  37x 32x]
Cadence Design CDNS 41.5%| 37.0% 15x 13x 12x 37x 29x 26X 42x| 32X 29x 50x| 39x 35x
SPS Commerce SPSC 27.8%| 24.1% 12x 10x 9x 43X 35X 30x 49x|  40x 35x 71x| 52x 45x
Manhattan Softwarr  MANH 28.0%| 26.8% 11x 10x 8x 41x 38x 35x 42X 39x 36X 55x 47X 40x
SELECTED HIGH| 46.9%| 41.4% 15x 13x 12x 43X 38x 35x 49x[  40x 36X 71x|  52x 45x
COMPS AVERAGE| 35.5%| 32.0% 12x 11x 10x 36X 31x 27X 40x|  33x 30x 51x| 41x 36X
MEDIAN| 33.3%| 30.5% 12x 10x 9x 37x 29x 26x 42x| 32x 29x 50x|  39x 35x
LOW| 27.8%| 24.1% 11x 10x 8x 24x 25x 20x 27X| 26X 24X 33x| 32x 29x
Tyler Technologies  TYL 26.5% 25.5% 9x 8x 7x 34x 29x 29x 35x  31x  31x 46x 41X 39x

Source: Factset Consesus estimates.
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Tha lInivarcitu of Narth Carnlina

We believe that sustained achievement of measurable financial objectrves leads to increased stockholder value. As such,
a significant portion of our Named Executrve Officers’ target total direct compensation 1s “at-risk” and based on the
achievement of annual and long-term financial objectives. Linking our executive officer compensation to challenging
performance objectives creates a strong incentive to achieve both short-term growth and profitability objectives and to create
sustamnable long-term value for our stockholders.

Form of
Compensation

Element 2021 Metric

Purpose

Base salary Cash Provide competifive, fixed Base salary 15 a fixed component
compensation to attract and retamn  and changes to salary, when made,
executive talent with the specific are dependent on individual
skills and experience needed to performance, peer and market
drive contimued growth comparisons and retention goals

Annual Incentrve Performance-  Provides reward for achieving or Achievement of adjusted earnings

compensation based exceeding  annual financial per share goals (Non-GAAP),

restricted performance goals which are recommended by the
stock units CEO and approved by the
(PSUs) Compensation Committee

Long-term equity-based Performance-  Create a strong financial mmcentive  3-year Recurring Revenue Growth

compensation based for stockholder value creation with  (PSUs); stockholder value created.

restricted significant Company equity stake 1n the form of increased value per
stock units linked to long-term, future share (options)
(PSUs) and Company performance

stock options
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Annual salary represents the single fixed component of the three principal elements of our executive compensation CEO All Other NEOs
program and is intended to provide a baseline mnimum amount of annual compensation for our executives. In February
2021, the Compensation Committee approved maintaining annual salaries for each of the Named Executive Officers at the
time. This excluded Mr. Puckett, who received an increase in March of 2021 of 11.1% associated with additional duties and
scope prior to being confirmed by the Board of Directors as a Named Executive Officer in May 2021.

O:reate Link) (c:opy Table) (Download)

Name Increase 2020 2021 Annual Salary

mAnnual Incentive (PSUs)

John §. Marr, Jr. 0.0% $300,000 $300,000

= Long-Term Incentive (PSUs)
H. Lynn Moore, Jr. 0.0% $525.000 $525,000 = Long-Term Incentive (Options)
Brian K. Miller 0.0% $400,000 $400,000
Jeffrey D. Puckett(l) 11.1% $270,000 $300,000

(1)  Mr Puckett was added as a Named Executive Officer on May 11, 2021,

The review and approval of mereases by our Compensation Committee to our other Named Executive Officers was
based on multiple factors. First, the Committee reviewed the Peer Group and Radford Survey data which included
comparisons for comparable roles in similar-sized companies with annual revenues between $500 million and $2 billion. The
annual salary approved by the Commuittes for 2021 is below the peer group median by 29%, 9%, and 13% for our CEO,
Executive Chair and CFO. respectively. It 15 30% lower, 20% lower, and 16% lower than the Radford Survey median annual
salary for our CEO, Executive Chair and CFO, respectively. Mr. Puckett’s compensation was not included in this annual
review i 2021 as it occurred prior to his addition as a Named Executive Officer.
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Top 15 Institutions / Top 5 Insiders/Stakeholders ..‘ i
Position Pos Chg (D00) Mkt Val Report
Rank Type %0S (000) [Recent] (MM) 9% Port Activism Date Source
Total 48.35 20,131 -156 6,310 = = = =
- Institutions 47.15 19,634 -171 6,154 - - - -
1 The Vanguard Group, Inc. 10.89 4,537 44 1,422 0.02 Very Low 09/30/2022 13F Form
2 BlackRock Fund Advisors 6.02 2,508 56 786 0.02 Medium 09/30/2022 13F Form
3 SSgA Funds Management, Inc. 3.72 1,548 10 485 0.02 Very Low 09/30/2022 13F Form
4  Principal Global Investors LLC 3.38 1,407 -57 441 0.25 Very Low 08/30/2022 13F Form
5 AllianceBernstein LP 3.27 1,361 -B6 427 0.13 Medium 09/30/2022 13F Form
6 APG Asset Management NV 3.17 1,319 -8 413 0.33 Very Low 09/30/2022 13F Form
7 Brown Capital Management LLC 2.67 1,111 -25 348 3.83 Very Low 09/30/2022 13F Form
& Capital Research & Management Co. (World Investors) 2.45 1,019 4 319 0.04 Very Low 09/30/2022 13F Form
9 Ownership Capital BV 2.19 912 -75 286 5.08 Very Low 09/30/2022 13F Form
10 Geode Capital Management LLC 2.05 853 9 267 0.03 Very Low 09/30/2022 13F Form
11  Franklin Advisers, Inc. 1.57 654 48 205 0.07 Medium 098/30/2022 13F Form
12  Janus Henderson Investors US LLC 1.54 641 -98 201 0.12 Very Low 09/30/2022 13F Form
13 Massachusetts Financial Services Co. 1.49 619 ] 194 0.04 Very Low 08/30/2022 13F Form
14 Artisan Partners LP 1.42 591 -2 185 0.18 High 09/30/2022 13F Form
15 Invesco Advisers, Inc. 1.33 554 8 174 0.05 Very Low 08/30/2022 13F Form
- Insiders / Stakeholders 1.19 497 14 156 - - - -
1 King John Luther Jr 0.39 164 23 51 100.00 - 05/12/2021 Form 4 Chgs Ben Ownership
2 Womble Dustin R 0.33 139 0 43 100.00 - 05/12/2022 Form 4 Chgs Ben Ownership
3 Moore H Lynn Jr 0.21 86 [s] 27 100.00 - 06/30/2022 Form 4 Chgs Ben Ownership
4 Marr John S Jr 0.14 58 -6 18 100.00 - 06/08/2022 Form 4 Chgs Ben Ownership
5 Miller Brian K 0.12 51 -2 16 100.00 - 11/11/2022 Form 4 Chgs Ben Ownership
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Tyler Technologies, Inc.

U.S. Dollar
999 lov-2( ity Name hang

50 32650 Tyjer Technologies, Inc.  5802.00  5802.00
4.88 30897  sap 500 17177 31957
5.50 324.61 Difference 563023 548242

01212 0.4720

Tyler Technologies, Inc.
313.45 -7.10 -2.21% 7:00:00 PM VWAP
Tyler Technologies, Inc. - Price

Cvol: 407,012 Avg: 193,786
Tyler Technologies, Inc. - Volume

Daily
High: 552 14 Low: 1.12 Chg: 5802.00%

LR NN et




