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Dear Fellow Shareholders:
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2022 was an outstanding year for TopBuild and a testament to the incredibly hard work of our team and 
our ongoing focus on operational excellence throughout our organization.  

Looking back over the past seven plus years since becoming a public company, it is clear the 
foundation we have built on the cornerstones of safety, integrity, innovation, and empowerment, 
has enabled us to successfully execute our plan and create value for our stakeholders.  Our financial 
discipline, investment in innovation, M&A expertise and ongoing development of our team sets us 
apart from our peers, giving us strong competitive advantages in the three insulation end-markets we 
serve: residential insulation,  commercial building insulation  and  commercial/industrial mechanical 
insulation.  

2022 HIGHLIGHTS
Our 2022 financial results reflect the strength of our operating model and the focus of our team 
on successfully managing inflation and ongoing supply chain and labor constraints, to service our 
customers most effectively.  Total revenue increased a robust 43.7% to $5.0 billion, 18.8% on a same 
branch basis, and our gross margin expanded 180 basis points to 29.7%.  

Our Installation segment profited from strong demand for its residential new construction services 
and our ability to meet our customers’ needs in a material and labor constrained environment.  Same 
branch revenue grew 21.5% to $2.9 billion, and adjusted EBITDA margin expanded 190 basis points to 
20.6%.

Our Specialty Distribution segment benefited from growing demand for the reliable and on-time 
delivery of our fabricated and bundled product solutions and our ability to realize synergies and drive 
operational efficiencies.  This resulted in same branch revenue increasing 15.2% to $1.5 billion, and same 
branch adjusted EBITDA margin expanding 210 basis points to 18.1%.   

In addition to reporting a record year of financial growth and profitability, our team realized several 
other significant accomplishments in 2022.  Specifically:

• We reported our best year ever with regards to our safety and personal injury rate.  Safety is 
ingrained in our culture.  We continually invest in safety training and management to improve 
incident tracking and to better assist us in predicting future incidents and developing additional 
prevention programs.

While our unique business model offers multiple avenues for growth and gives us the ability to 
outperform in any environment, our people are the key to our success.  They serve our customers, 
manage our supply chain, and drive innovation.  Their “drive to improve” mindset is what ensures our 
prosperity, now and in the future.  

We remain focused on our core business of 
insulation, which accounts for over 80% of our 
revenue.  Our expertise, scale and national footprint 
are unrivaled, and our capital light business 
model generates robust free cash flow.  We have 
reduced our dependence on the residential home 
construction industry, and it now accounts for just 
65% of our revenue versus 80% four years ago, with 
our Commercial/Industrial business contributing the 
remaining 35%. 
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• We continued to improve labor and sales productivity and drive operational improvements as part of 
our ongoing commitment to grow our business.  Our technology tools have enhanced our installers’ 
efficiency and improved the sales process, and our back-office technology initiatives have resulted in 
cost savings across the organization.

• We successfully integrated Distribution International (“DI”) into our Specialty Distribution segment, 
cementing our position as the largest distributor of mechanical insulation in the U.S. and Canada.  We 
also expect to achieve the high end of the $35 million to $40 million of synergies originally forecasted. 

•  We completed five strategic residential acquisitions that enhanced our market presence in key 
regions across the country.

•  We returned capital to our shareholders, acquiring 1.4 million shares for approximately $250 million.

•  We enhanced our disclosures related to ESG, including publishing Scope 1 emissions data, and added 
human capital management statistics including more detailed workforce demographic data, and 
enhanced safety performance information.  

COMPETITIVE ADVANTAGES
We enter 2023 financially strong and well-prepared to outperform in any environment with several key 
competitive advantages that position us well for today and for the future.  
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First and foremost is our experienced and cycle-tested leadership team.  They understand 
what it takes to execute our business plan successfully and are 100% focused on growing our 
Company, driving improvements, and creating value for our shareholders.  

A second key advantage is having all our branches roll up to a single, sophisticated ERP system. 
This allows us to track activity in every branch daily, enabling us to proactively address business 
changes through real time data-driven decisions.  

A third is the command we have of our business coupled with our strong track record of 
successfully navigating a wide range of challenges, as evidenced by our outperformance 
during the COVID-19 pandemic, the current inflationary environment, and ongoing supply and 
labor constraints. 

A fourth competitive advantage is our core competency around identifying, evaluating, and 
integrating acquisitions that continue to drive shareholder value.  While we have market-
leading scale, we see lots of white space for growth in all three end-markets we serve. 

We serve three distinct end-markets through our Installation and Commercial/Industrial businesses:

Combined, they represent more than a $16 billion total addressable market opportunity where we 
currently only have just over a 20% market share, providing significant opportunities for growth. 
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The residential end-market remains fragmented with a total addressable market size of approximately 
$5.5 billion.  Between our Installation and Specialty Distribution businesses we estimate our share to be 
around 40%, with Installation accounting for approximately 30% of this share.  

We serve builders and contractors of all sizes through our nationwide branch network and have 
demonstrated expertise in all types of insulation solutions.   We manage every stage of the installation 
process and help builders design more energy-efficient homes through our TopBuild Home Services 
Group.    Our builder customers recognize the supply and labor constraints under which our industry is 
operating, and they value the quality and service we provide.  

Soon after the start of the pandemic, we saw demand for residential new construction soar.  Builders 
were forced to limit sales as they raced to obtain permits and start new homes while facing significant 
supply and labor constraints.  We quickly reached a situation where demand far exceeded supply, 
made worse by years of underbuilding.  Predictably, new and existing home prices rose significantly, 
creating affordability issues for many consumers which were then further exacerbated by rising 
mortgage rates as the Federal Reserve sought to tame inflation.  As a result, since May of 2022, we have 
seen single-family housing starts decline as consumers wait on the sidelines hoping home prices and/
or mortgage rates will eventually fall.   The demand for multi-family housing, however, has proven to be 
more resilient.

As we look at 2023, there is still a strong backlog of single and multi-family homes that need to be 
insulated.  Longer term, we believe the fundamentals of the residential housing market are strong.  
Household formations are robust, and inventory is extremely tight.  When mortgage rates ultimately 
stabilize, we believe consumers will step forward once again and turn their dream of owning a home 
into a reality.  

In the short term, regardless of whether housing starts slow further or remain at current levels, given 
our strong track record of execution, we see many opportunities to grow organically and through 
acquisitions.

The commercial building insulation end-market, a $5.5 billion industry, is very fragmented 
geographically. As the largest operator in this space with an estimated 11% share, we see multiple 
avenues for expansion, including heavy and light installation projects and product distribution.  

Most of our residential branches also perform light commercial installations that generally follow 
residential expansion as new home communities require businesses to support them including retail, 
restaurants, and healthcare facilities.  We are aggressively pursuing this work and view this as an 
important revenue generator which compensates, in part, for slowing housing starts.  Our proprietary 
lead application tool has been a strong source for project leads.

For heavy commercial installation, we are looking at a solid backlog and strong bidding activity.  We 
have approximately 20 branches focused on this business, and the projects on which we work run the 
gamut from distribution centers, warehouses, and hospitals, to airports, arenas, and hotels, providing 
significant diversity in end-market exposure.

COMMERCIAL BUILDING INSULATION

RESIDENTIAL INSULATION
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A key to our success in this area is our development of relationships with general contractors throughout 
the country.  Unlike many of our competitors who are generally small and offer limited commercial 
installation capabilities, we present general contractors with a strong value proposition that includes 
expertise in a broad array of products, strict safety standards and excellent quality control from an 
established and financially stable company.  

Our commercial business at both segments, Installation and Specialty Distribution, began to strengthen 
in the second half of 2022, and we are optimistic this business will continue to demonstrate positive 
growth, organically and with targeted acquisitions.   Our outlook is based not only on our own bidding 
activity and backlog, but also on non-residential construction data which points to a strengthening in 
demand.   Our proprietary lead generation application, which provides market intelligence into new 
project leads, also gives us a clear competitive edge in this space.  While signs are pointing in the right 
direction, we recognize that there is still uncertainty with labor and supply chain constraints continuing 
to hamper industry growth and higher interest rates possibly putting some projects on the back burner.  

Mechanical insulation and specialty products encompass a wide variety of materials used to insulate 
pipes, ducts, tanks, and other equipment in commercial and industrial environments.  It is a more than 
$5 billion industry, and we believe we are the leading distributor of these products with an approximate 
10% share.  Our customers include designers or installers of systems for large industrial or commercial 
projects and buildings, either for new construction or for maintenance and repair operations. 

We are extremely pleased with the financial performance of our mechanical insulation distribution 
business last year.  In part, this was due to many large-scale commercial and industrial construction 
and maintenance projects no longer being delayed due to the pandemic.  Commercial projects 
include healthcare facilities, data centers, retail complexes and large-scale warehouses.  Industrial 
facilities served include food and beverage plants, liquid natural gas facilities, chemical refineries, and 
manufacturing plants.

We also worked hard throughout the year to identify areas where we could streamline processes and 
procedures, enhancing operational efficiencies throughout the organization. 

COMMERCIAL/INDUSTRIAL MECHANICAL INSULATION

One of our key competitive advantages is our 
37 fabrication facilities strategically located 
throughout our branch network.  Unlike the 
commercial and residential industries, custom 
fabrication of mechanical insulation is essential 
to the value chain serving the industrial and 
commercial end-markets.  Manufacturers rely 
on our fabrication and distribution capabilities 
to effectively customize and distribute their 
products to end-users while installers depend 
on our efficient delivery system and high-quality 
fabrication capabilities to complete their projects 
on time.

Looking ahead, we are very optimistic for the 
long-term growth opportunities of this business, 
both organically and through acquisitions.  

FABRICATION FACILITIES
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CAPITAL ALLOCATION

We are disciplined in how we invest for the future and are steadfast in our belief that acquisitions are 
important additions to the overall momentum of our business and drive, by far, the greatest returns for 
our shareholders.  After internal investments in technology, innovation, and equipment, acquiring high 
quality residential and commercial installation contractors and specialty distribution companies is our 
number one capital allocation priority.  We have developed a core competency around identifying, 
evaluating, and integrating acquisitions and the proven ability to realize meaningful synergies from 
these transactions.  

Since 2018, we have acquired and successfully integrated 24 companies that are contributing over $1.6 
billion of annual revenue.   

As I write this letter, our pipeline of prospects is strong.  We remain focused on our core of insulation and 
are targeting companies that will enhance our scale, expand our customer base, and generate strong 
returns for our shareholders.  

We will continue to evaluate returning cash to shareholders through share repurchases.  Our share 
repurchase program reflects management’s and our Directors’ confidence in the long-term potential 
of TopBuild, our strong cash flow position, and our firm commitment to optimizing the efficiency 
of our capital structure.  Since 2018 we have allocated $510 million to share repurchases, acquiring 
approximately 4.5 million shares at an average share price of $112.67.

ESG FORWARD
There has been increasing focus by stakeholders on ESG, which in part seeks to calculate a company’s 
impact on the environment.  We are very proud that our business itself is inherently environmentally 
friendly.   Every day our professionally trained installation and distribution teams optimize and support 
the thermal qualities of homes, buildings, and industrial sites. We help to lower energy costs and reduce 
greenhouse gas emissions (GHG) in built environments, all while improving comfort, indoor air quality, 
and health outcomes in the spaces where people live, work and play. 

SHARE REPURCHASES

ACQUISITIONS

From a human capital management standpoint, we continue to 
focus on diversifying the makeup of new hires, managers, and leaders, 
including our Board of Directors. We recognize that a diverse team 
helps us to better serve our customers and stakeholders.

We have an established ESG sustainability program that is directly 
overseen by our Board of Directors.  The program is managed by 
an ESG committee comprised of the Company’s executive officers, 
including me, and a senior director of ESG.  
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Our team is working to embed ESG into all facets of our operating model as we focus on driving 
measurable growth.  We remain committed to ensuring the safety and well-being of our employees, 
operating in an environmentally sustainable manner, and fostering a culture that is diverse and 
inclusive.  

We are proud to have a positive impact on our communities by delivering the energy efficiency benefits 
of insulation through best-in-class installation and distribution services at thousands of job sites every 
day across the country.  

We expect to publish our fifth annual ESG report on our website in the second quarter of this year.

OUTLOOK
2023 is going to be a year of potential challenges and a year of opportunities.   While we firmly believe 
the long-term fundamentals of our industry are strong, we recognize the uncertainty around the 
economy and many macroeconomic factors beyond our control currently influencing the environment 
in which we operate.  

We believe our business model in both installation and specialty distribution can outperform in any 
environment.  Our team manages the business with a constant mindset of driving improvements and 
achieving operational excellence. We have the best and most talented operators in the field and a 
dedicated and experienced group at our branch support center.  

We have substantial liquidity and expect to continue to generate strong free cash flow, enabling us to 
continue to invest in the growth of our company.

I am immensely proud of what we accomplished in 2022 and am confident about what lies ahead.   Our 
successful track record points to a compelling future.   We are focused on growth.  We are committed 
to continuing to build the type of company that treats all stakeholders…customers, shareholders, 
employees, supplier partners and communities…with honor and respect.   We value diversity and 
inclusion in our workforce, and we insist on excellence and quality in all that we do every single day.   

In closing, I would like to express my deep gratitude, appreciation, and respect for the 13,000+ TopBuild 
employees who work hard every day to create value for all of our stakeholders.   I also want to thank our 
Board of Directors for their continued support.  

As always, we appreciate the trust you put in our team as stewards of your capital.   

Regards,

Robert Buck
President and Chief 
Executive Officer

March 21, 2023



RECONCILIATION OF SELECTED GAAP MEASURES 
TO NON-GAAP MEASURES (UNAUDITED)
(in thousands, except shares and per share data)

‡ Includes adjustment of $0.2 million of shared-based compensation for the year ended 
December 31, 2020 which is reflected in the line item “Rationalization charges”

YEAR ENDED DECEMBER 31,
2022 2021 2020 2019 2018

ADJUSTED OPERATING MARGIN RECONCILIATION

Net sales $  5,008,744 $  3,486,207 $  2,718,038 $  2,624,121 $  2,384,249

Operating profit, as reported $  797,164 $  476,419 $  355,046 $  289,523 $  208,953

Rationalization charges  (172)  16  2,097  1,992  7,736 

Acquisition related costs  7,974  22,107  855  1,200  15,925 

Acquisition purchase accounting (inventory step-up)  -    15,853  -    -    -   

Refinancing costs  -    188  57  -    -   

COVID-19 pay  -    659  1,368  -    -   

Operating profit, as adjusted $  804,966 $  515,242 $  359,423 $  292,715 $  232,614 

Operating margin, as reported 15.9% 13.7% 13.1%  11.0%  8.8%

Operating margin, as adjusted 16.1% 14.8% 13.2%  11.2%  9.8%

INCOME PER COMMON SHARE RECONCILIATION

Income before income taxes, as reported $  742,135 $  433,443 $  323,090 $  253,778 $  180,824

Rationalization charges  (172)  16  2,097  1,992  7,736 

Acquisition related costs  7,974  22,107  855  1,200  15,925 

Acquisition purchase accounting (inventory step-up)  -    15,853  -    -    -   

Refinancing costs and loss on extinguishment of debt  -    14,025  290  -    -   

COVID-19 pay  -    659  1,368  -    -   

Income before income taxes, as adjusted $  749,937 $  486,103 $  327,700 $  256,970 $  204,485

Tax rate at 26.0% for 2022, 2021 and 2020, 26.5% for 
2019, and 27.0% for 2018  (194,984)  (126,387)  (85,202)  (68,097)  (55,211)

Income from continuing operations, as adjusted $  554,953 $  359,716 $  242,498 $  188,873 $  149,274 

Income per common share, as adjusted $  17.11 $  10.85 $  7.28 $  5.49 $  4.19

Weighted average diluted common shares outstanding  32,440,405  33,146,171  33,299,286  34,376,555  35,613,319

ADJUSTED EBITDA RECONCILIATION

Operating profit, as adjusted $  804,966 $  515,242 $  359,423 $  292,715 $  232,614 

Share-based compensation ‡  12,310  11,316  14,910  13,658  11,317 

Depreciation and amortization  123,335  79,390  62,410  52,700  39,419 

EBITDA, as adjusted $  940,611 $  605,948 $  436,743 $  359,073 $  283,350 

EBITDA margin, as adjusted 18.8% 17.4%  16.1%  13.7%  11.9 %
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SEGMENT ADJUSTED EBITDA 
RECONCILIATION (UNAUDITED)
(in thousands)

YEAR ENDED DECEMBER 31,
2022 2021

INSTALLATION

Sales $  2,969,978 $  2,378,401 

Operating profit, as reported $  548,795 $  383,722 
    Operating margin, as reported 18.5% 16.1%

Rationalization charges  (174)  — 

Acquisition related costs  135  1,642 

COVID-19 pay  —  605 

Operating profit, as adjusted $  548,756 $  385,969 

    Operating margin, as adjusted 18.5% 16.2%

Share-based compensation  1,296  1,157 

Depreciation and amortization  62,483  57,815 

EBITDA, as adjusted $  612,535 $  444,941 
    EBITDA margin, as adjusted 20.6% 18.7%

SPECIALTY DISTRIBUTION

Sales $  2,278,261 $  1,287,176 

Operating profit, as reported $  326,226 $  169,368 

    Operating margin, as reported 14.3% 13.2%

Acquisition related costs  1,502  530 

Acquisition purchase accounting (inventory step-up)  —  15,853 

COVID-19 pay  —  54 

Operating profit, as adjusted $  327,728 $  185,805 

    Operating margin, as adjusted 14.4% 14.4%

Share-based compensation  1,041  1,032 

Depreciation and amortization  56,881  18,743 

EBITDA, as adjusted $  385,650 $  205,580 
    EBITDA margin, as adjusted 16.9% 16.0%
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SAME BRANCH NET SALES 
RECONCILIATION (UNAUDITED)
(in thousands)

(a) Represents current year impact of acquisitions in their first twelve months

YEAR ENDED DECEMBER 31,
2022 2021

NET SALES

Same branch:
    Installation $  2,889,145 $  2,378,401 

    Specialty Distribution  1,483,155  1,287,176 

    Eliminations  (231,788)  (179,370)

Total same branch  4,140,512  3,486,207 

Acquisitions (a):

    Installation $  80,833 $  — 

    Specialty Distribution  795,106  — 

    Eliminations  (7,707)  — 

Total acquisitions  868,232  — 

    Total $  5,008,744 $  3,486,207 
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