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• Cloud subscriptions of Tyler’s software (the largest segment).
• Software licenses and maintenance for locally installed Tyler software.
• Professional services including consulting, system setup, training and data 

migration.

Core software offerings:
• ERP back-office software for government (finance, HR, procurement, tax 

billing).
• Case management and electronic filing tools used by judges, jail staff and 

attorneys.
• Computer-aided dispatch and records management for police, fire and EMS.
• Civil service digital portals for permits, licensing and property appraisals.
• Transaction and payment fees such as park reservations and court e-filing.

Our Suspect’s Description?



Other Key Information for our Suspect 
Tyler Tech

• Large company with $13.5B market cap:
• 50,000 installations.
• 16,000 client locations.
• Serving all 50 states as well as Canada, the Caribbean, Australia and 

other international markets.

• Sector: Technology.

• Industry: Software - Application.

• 7,703 employees.

• Small sampling of customers:
• US Department of Justice (DOJ) to help manage investigations, audits 

FOIA requests and other complex cases.
• Superior court of Lost Angeles County uses Tyler’s judicial systems to 

manage massive caseloads.
• State of Maryland to build, host and manage digital portals. 
• New York City uses localized modules for public administration, 

community development and property appraisal data.







What is Your Long-Term 
Sales Growth Projection

Witness Statements:
• SaaS revenue accounted for 33% of total and grew 20.6% in 2025, 

expect it to continue to grow at 20% long-term.
• Transaction revenue accounted for 35% of total and is expected to grow 

at 10% annually.
• If all else stays the same this would create an overall growth rate of 

10.1%.

My take on all this:
• My snitch (aka BI Sentiment) said it will be 8.7%.
• The expert witnesses: Value Line L-T revenue will be 5.5% and 

Morningstar 9.2%.
• 5-Year trend consistent at 9.5%  - encompasses the AI build out, a 

driver for SaaS.
• I believe the witness is being truthful but may be overly optimistic and 

judge it to be 9.1% long-term.



What is Your Long-Term EPS 
Growth Projection

Witness Statements:
• Operating margin is currently 15.3% and is expected to grow to 20.6%

over the next 3 to 5 years.  This is a 34.6% growth rate in operating margin.
• Assuming the company reaches $3.65B revenue and roughly 35% 

operating margin, earnings would increase by 16%.

My take on all this:
• The BI snitch says 16.3%.
• The experts (VL) say EPS growth s/b 9%, Morningstar pegs it a 15.6%, 

FinViz at 15.8% and Zacks at 15.0%.
• VL is the outlier, overly conservative though they project a long-term 

operating margin > 35%.
• I believe that eliminating the Value Line data and using the lowest 

estimate of the remaining experts and my snitch is the best move 
forward.  So my judgement is 15%.



How Effective is your 
Management Team

Our management team does an excellent job of guiding the company as you can 
see from the management evaluation results below:

This appears to be a true statement:
• Recent measures are positive and moving in the right 

direction.
• But there is that big change in 2021 so let’s dig a bit deeper.



Pre-Tax Profit on Sales

• Historically the company profits held down by lower margins:
• Transaction and services mix.
• Investment in cloud transition.
• Software amortization.
• Acquisition-related costs.

• The evidence shows improvement in 2024-2025 and continues through 2Q26.

Note to the case file: the evidence shows improvement in Pre-Tax Profit on Sales 
is continuing, however, we will want to monitor this trend closely moving forward.

Remember Ms Sales Manager said:
“Margins will continue to increase”

Expanding Cloud product should
expand margins



Return on Equity

• Would like to see ROE of 10% or higher
• Tyler dropped below that in 2021
• Since the NIC Inc. acquisition Tyler increased ROE while reducing debt.
• Expect ROE level to reach/exceed 10% in the near future.

Note to the case file: It appears the improvement in ROE will continue, however, 
we will want to monitor this trend and the level they achieve closely moving 
forward.



Debt to Capital

• Debt increased in 2021 tied to the NIC Inc acquisition.
• It fell through the 1Q25 as debt was retired.
• Debt levels are well below the industry average.
• A significant spike occurred in the 2nd quarter of 2025.
• Below 30% is considered conservative – low financial risk.

Investigation reveals that Tyler issued $1.44 billion of 0.50% convertible debt 
in May 2026. A conscious capital-allocation decision:
• Borrow inexpensively.
• Repurchase shares.
• Retain capital for acquisitions and other growth opportunities.



How Do You Justify Those 
Price Earning Multiples

Tyler deserves a substantial premium to the overall market:
• Recurring revenue represents 87% of 2025 revenue.
• ARR grew 11% and SaaS revenue grew 20.6% in 2025.
• Client turnover has historically been only 2% annually .

And my judgements here are:
• High P/E of 40.
• Low P/E of 28.
Let’s continue to find out why!



High P/E:
• Historical P/E’s were high, but on their way down to more realistic levels as 

the company becomes larger and slower-growing and:
• Investors have been paying too high a price for the earnings in Tech.
• The tech sector has been coming down in recognition of this.

• VL looks for a future high price $540 - $730, expect average annual P/E of 40.
• Err on the side of being conservative.
• Given future sales growth rate, a P/E of 40 = a price of $606

Low P/E:
• Recognize what could happen in a tech correction.
• The company has demonstrated resilience
• State and local governments need mission critical systems.
• Given our future sales growth estimate, P/E of 28 calculates low price of $211.
• This calculation creates a very low future price.
• Plugging in an appropriate low price – our next step.



What do we expect the future high and low price of Tyler stock will be?

Too conservative

More realistic



Follow the Money!

Profitability ratios consistent with recovery from 2021 acquisition.

Acquisition history and software business model make this ratio misleading.
60% of total assets = goodwill and other intangible assets.



Cash and Working Capital!

• Cash From Operations is greater than Net Income and increasing.
• Net income is positive and growing.
• FCF margin consistently exceeds net profit margin.

• Sales growth was covered early on and inventory is a non-issue.
• A/R growth is often higher than sales growth because:

• Government agencies purchasing, approval and payment processes.
• Some revenue is recognized before Tyler can bill the customer.
• Governments may hold back a portion of payment until a project has been completed.



Financial Structure!

• Deb to Capital was discussed earlier.
• Debt to Equity under 50% is considered conservative.
• Financial Leverage of 2.0 or less is considered conservative.
• Interest Coverage above 8 is considered sufficient.
• Current Ratio of 1.5 to 2.0 considered strong.
• Quick Ratio of 1.0 to 1.5 is considered healthy.
• Goodwill/Equity should be 50% or less:

• 2021 acquisition - significant goodwill.
• The MRQ increase resulted from the acquisition of For the Record (FTR) and 

authorized share repurchases .

0.50% 
Convertible

Debt




