
Dear Fellow Shareholders:
2021 was another strong and productive year for TopBuild.  Once again, our team did an 
outstanding job delivering on our objective of achieving profitable growth.  The Company’s 
solid results are a testament to the strength of our entire TopBuild team, our leadership  
position in our core business, insulation, and our continuing focus on operational excellence.   
 
TopBuild is a leader in the three insulation end-markets we serve: residential, commercial, 
and industrial.  Through our two business segments, Installation and Specialty Distribution, 
we install or distribute insulation to a wide variety of end-users and industries, providing 
a range of solutions that improve energy efficiency and reduce the carbon footprint of 
all types of properties including residential homes, commercial buildings, and industrial 
facilities.  Our scale and scope within the North American insulation market is unrivaled and 
our relationships with our customers and our supplier partners are exceptionally strong.    
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We believe it is our unique, diversified, and  dynamic  
business model, which has resulted in exceptionally 
strong returns for our shareholders year after year, 
consistently outperforming our direct peers.  We are  
committed to serving our customers, employees,  
shareholders, supplier partners, and communities with 
integrity and respect. Our culture of accountability and 
drive to improve mindset are what motivate everyone  
at TopBuild to never be complacent and to strive for  
excellence in everything we do.    

WHAT SETS TOPBUILD APART?



INSTALLATION, which operates as TruTeam, saw healthy demand for its residential new 
construction services and also realized solid price increases.  Same branch revenue grew 11.0% 
and adjusted EBITDA margin expanded 80 basis points to 18.7%.   We are also pleased that 
TruTeam’s commercial business saw positive same branch revenue growth for the full year, 
despite continued project delays due to COVID job site safety protocols and industry-wide 
material constraints.

SPECIALTY DISTRIBUTION had an outstanding year with same branch revenue growing 17.0% 
and adjusted EBITDA margin expanding 230 basis points to 16.0% as our team successfully 
navigated material cost increases, customer pricing, and operating expenses.    
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2021 FINANCIAL  
HIGHLIGHTS
Our 2021 financial results once again demonstrate the strength of our operating model and 
the hard work of our TopBuild team.  Total revenue grew 28.3% to $3.5 billion, with same 
branch sales up 12.7%.    

Our teams at both our Installation and Specialty Distribution business segments remain  
focused on achieving profitable growth, driving operational efficiencies, and improving 
sales and labor productivity.  Their efforts contributed to the highest adjusted operating 
and EBITDA margins in the Company’s history as a public company.  For the full year,  
compared to 2020, adjusted operating margin expanded 160 basis points to 14.8% and  
adjusted EBITDA margin expanded 130 basis points to 17.4%.    
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GROWING AND EVOLVING  
AS A COMPANY
We have continued to grow and evolve as a company since we went public in 2015, while 
always achieving our number one goal, profitable growth.  As we have increased our market 
share, expanded our footprint, and broadened the end-markets we serve, our revenue has 
doubled, and our market capitalization has grown from just over $1 billion to over $9 billion at 
year end 2021.  We have also reduced our dependence on the residential home construction 
industry.  Today, on a pro forma basis, 63% of our revenue is derived from the residential 
housing end-market, compared to 84% six years ago, with the commercial and industrial 
end-markets contributing 29% and 8% of our revenue, respectively.

While we’ve seen important changes as a company, what has remained constant over these 
six years is our unwavering focus on our core business, insulation.  The percentage of revenue 
we generate from the sale and installation of insulation and insulation-related accessories 
has grown 400 basis points from 76% at year-end 2015 to 80% today.   

Perhaps most important, as our Company has grown, we’ve successfully demonstrated our 
ability to outperform in any environment as evidenced by our exceptionally strong adjusted 
operating and EBITDA margin expansion every year for the past six years.    

•   Reporting our best year ever with regards to our 
safety and personal injury rate;

•   Managing both material and labor constraints 
while moving resources across our network to 
meet the needs of our customers; 

•   Putting over $1 billion of capital to work through 
the acquisition of 11 companies, including 
Distribution International (DI), establishing 
TopBuild as the leading distributor of 
mechanical insulation; 

•   Entering the industrial insulation end-market 
and broadening our insulation capabilities and 
services;

•   More than doubling our specialty distribution 
network, including expansion into Canada;  

•   Maintaining our focus on driving operational  
efficiencies throughout the organization;    

•   Making significant progress on building a diverse 
and inclusive workforce, and establishing TopBuild 
as an employer of choice; and

•   Integrating ESG best practices into our culture 
and strategy and driving energy efficiency 
through our core business with solutions for 
residential, commercial, and industrial projects.

OTHER 2021  
HIGHLIGHTS INCLUDE:
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SERVING OUR CUSTOMERS
RESIDENTIAL

With a national footprint of approximately 235 Installation branches and approximately 175 
Specialty Distribution centers, we are well positioned to leverage the strength of the residential 
housing market across the United States.   Unlike the housing boom of two decades ago 
which featured excess supply, rampant speculation, and weak credit controls, this current 
housing growth is being driven by strong pent-up demand and extremely limited housing  
inventory.  We are cognizant that rising interest rates and inflation could lead to affordability 
issues that might dampen demand, but we have not seen any impact from those factors to 
date, and our builder customers are very optimistic in their demand outlook for 2022.  

Governing this growth and elongating the cycle are material and labor constraints for all 
trades in the construction industry.  Evidence of this is clearly indicated by the wide gap  
between housing starts and housing completions, with starts increasing a robust 15.9% in 
2021 while completions grew a tepid 4.0%.    While we are optimistic some of these supply 
chain constraints will begin to ease in the back half of 2022, the extension of the build cycle 
has created a very healthy backlog.

COMMERCIAL

Our commercial business improved in 2021 as delayed projects resumed and new projects 
were initiated.  As with residential construction, growth was tempered by supply chain and 
labor shortages.  Bidding activity for both light and heavy commercial remains strong, and 
our backlog is healthy. 

Regarding light commercial, as residential homes are built, infrastructure to support these 
new communities should grow significantly.   Most of our residential branches perform light 
commercial installation, and the teams at our local branches are keenly aware of these 
opportunities and the importance of establishing relationships with the small general  
contractors in their respective markets who control these types of projects.

We remain very bullish with regard to the $5 billion commercial market, both heavy and  
light, and we expect our commercial business will continue to strengthen as we move  
through 2022.  
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CAPITAL ALLOCATION
ACQUISITIONS

Acquisitions have been and remain our number one capital allocation priority and are 
a key component of our growth strategy.  In 2021, we acquired 11 companies including  
eight residential and commercial installation firms and three specialty distributors.   
Since 2016, we have completed 25 acquisitions which are contributing approximately $1.6 
billion of annual revenue.  

Leading our M&A initiatives is a dedicated team whose approach to sourcing and  
integrating deals is both disciplined and strategic.  We look for leading companies operating 
in our core business of insulation or related adjacencies with a strong and growing customer 
base and an engaged and talented management team.  The companies we target must be  
strategic in their business approach and provide us with value accretive growth  
opportunities.  

DISTRIBUTION INTERNATIONAL 

In October of last year, we acquired Distribution International (DI), the largest acquisition in 
our operating history, in a transaction valued at $1 billion.  DI supports our profitable growth 
strategy and significantly enhances and expands our core business, insulation.  As the  
leading North American specialty distributor of mechanical insulation and related 
accessories, DI serves two important and growing end-markets, commercial and industrial, 
which combined present a $10 billion growth opportunity.  

DI distributes mechanical insulation products for new construction projects and enjoys a  
recurring revenue stream from its Maintenance, Repair, and Operations (MRO) business.   DI 
also provides custom fabrication services from 27 strategically located sites across the U.S. 
and Canada, an important component of the value chain for the mechanical insulation 
end-markets.   

DI boasts a diverse customer base numbering over 13,000 including insulation installers, 
general contractors, and end-users.  Almost half of DI’s revenue is generated from industrial 
sources including power and chemical plants, food and beverage facilities, companies  
in the oil and gas industry and companies in the construction and maintenance of vessels in 
the marine industry, none of whom TopBuild had previously served.  



Since the close of this transaction, our teams have been 
hard at work integrating DI into TopBuild’s systems and 
supply chain.  While we are still early in the process, things 
are proceeding well.  Making this success possible are the 
strengths of our talented operating teams, working closely 
together, forged by a similar culture focused on safety, 
integrity, and operational efficiency.  Based on our progress 
to date, we are highly confident we will achieve the $35 
million to $40 million of synergies we forecasted when this 
transaction was first announced.  Further bolstering our 
confidence is our track record of profitable growth from the 
25 companies we’ve acquired since 2016, demonstrating 
the successful execution of our acquisition strategy and 
integration of these acquired companies onto our systems 
and platforms.  

Looking ahead, we remain focused on acquiring high-
quality residential and commercial installation and 
specialty distribution companies.  All three of our end-
markets are highly fragmented and present great 
opportunities to put the strong free cash flow that our 
business generates to work.  However, while we expect to 
remain active on the M&A front in all three end-markets, 
the successful integration of DI is one of our top priorities.  
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SHARE REPURCHASES

In 2021, we repurchased just over 183,000 shares of our 
common stock for approximately $35.6 million, and since  
2015 we have spent $422.2 million to repurchase 6.2 million 
shares at an average price of $68.16 per share.  Our share 
repurchase program reflects the confidence of our Board 
of Directors in the long-term potential of TopBuild, our 
strong future cash flow position and our firm commitment 
to optimizing the efficiency of our capital structure.   
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STRATEGIC IMPERATIVES
SAFETY

In 2021, we reported the best year ever with regard to our safety and injury rate.  Our incident 
rate has steadily declined since 2017 and we believe this downward trend is an important 
indicator of the adoption of our safety culture and the effectiveness of our safety programs.  
With over 16,000 job sites visited each day, safety is not a choice, it’s ingrained in our culture 
and our code of ethics.  Our over 400 branch locations strive to maintain a zero-accident 
safety culture, and a portion of management’s compensation is tied to this metric.  I am 
proud of our team for their passionate and personal leadership in promoting and following 
a safe lifestyle.     

SUSTAINABILITY

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.  Many of the insulation products we install and distribute are made 
from recycled materials, provide energy efficiency, and improve environmental conditions 
at thousands of residential, commercial, and industrial locations every single day.  In fact, 
the U.S. Department of Energy has reported that properly insulated homes and buildings 
reduce Co2 emissions by as much as 780 tons a year.

Within TopBuild, we have established a formal 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 newly appointed ESG 
leader who reports to our General Counsel.  

Our team is working to embed ESG into all facets of our operating model as we focus on 
driving measurable growth.  We are committed to the quality of our reporting based on 
widely accepted industry standards and expect to make important strides toward this end 
in 2022.  
 



DIVERSITY AND INCLUSION 

Advancing diversity and inclusion is a top priority at TopBuild and not just a box to be checked.  
We are actively focused on attracting, developing, rewarding, and retaining top talent from 
a comprehensive demographic pool.  This includes partnering with organizations to source 
diverse candidates, measuring and developing actions around workforce representation, 
and building awareness and education related to the value of diversity and inclusion.   
Creating a diverse workforce is only the first step, however.  To ensure collaboration and 
teamwork, we foster an inclusive environment where all employees feel valued and respected 
and where they see they have opportunities and can make a difference.  

By bringing together people with varying backgrounds and beliefs and encouraging them 
to actively engage with their colleagues, we are bringing different perspectives to our  
business, which will ultimately improve our performance and drive innovation.  
  

2022 OUTLOOK
2022 should be another year of profitable growth for TopBuild, and the acquisition of DI has 
served to further enhance our opportunities to expand within our core business, insulation.  
We believe residential new construction will remain strong despite the likelihood of interest 
rate hikes and inflationary pressures.  Our builder customers continue to be optimistic and 
are still restricting sales due to outsized demand. Inventory is extremely tight, and labor and 
material constraints are elongating the build cycle.  Our backlog is very strong, and it is 
growing as the delta between starts and completions continues to widen.  

We expect our commercial business to improve as the threat of COVID wanes, which 
statistics indicate is occurring.  Our backlog is solid, and bidding activity remains strong.  We 
also expect strong demand for mechanical insulation in both the commercial and industrial 
end-markets, including new projects and maintenance and repair work.  

The integration of DI is one of our top priorities, and we see opportunities to drive 
improvements as we optimize the synergies between DI and Service Partners and enhance 
the overall experience for all our customers.  We will leverage our track record of strong 
execution to make this combination a success.
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Operationally, we remain focused on continuing to identify and implement initiatives that 
drive organic growth, improve our operational efficiency, and enhance our labor and sales 
productivity.  We are committed to developing and building the talent and diversity of our 
team and promoting our safety culture and lifestyle at every level of our organization.  

Strategic acquisitions will remain our number one capital allocation priority and are an 
important aspect of our projected growth.  Finally, we believe energy codes will continue to 
strengthen, providing growth opportunities for all areas of TopBuild’s business.  

I am incredibly fortunate to work with a team of talented, committed, and hardworking 
individuals and to be part of a company dedicated to providing customers with exceptional 
service and quality work.  Our focus on business excellence, teamwork, integrity, safety, and 
respect is reflected in our strong long-term financial performance.   

In closing, I want to share with you part of a letter I send to my co-workers who have recently 
joined our Company.  It explains our Company mantra, “Drive to Improve.”

  For those of you new to TopBuild, let me explain what we mean by “Drive to  
Improve.” It represents a mindset.  It is the spirit in each of us to constantly 
drive improvements in our respective local businesses and for the benefit of our  
company as a whole.   It means we are never satisfied and never complacent 
about our performance. It means striving to be better, both personally and  
professionally, and adopting a mindset of continuous improvement.    

  How do we do this?  The key is staying connected to each other.  Our working  
relationships allow us to push each other to achieve the mindset I am asking all  
of you to embrace. Maintaining our focus on smart, strategic, and steady  
improvements is what makes us strong, and it will continue to pave the way for 
our future success.

Thank you for your support of TopBuild.  It is my privilege to serve as your Chief Executive  
Officer, and I appreciate your trust in my ability to help guide this great Company to  
continued success.    

Regards,

Robert Buck
President and Chief Executive Officer

March 23, 2022



YEAR ENDED DECEMBER 31,
2021 2020 2019 2018 2017

ADJUSTED OPERATING MARGIN RECONCILIATION

Net sales $  3,486,207 $  2,718,038 $  2,624,121 $  2,384,249 $  1,906,266
Operating profit, as reported $  476,419 $  355,046 $  289,523 $  208,953 $  136,864

Significant legal settlement  -    -    -    -    30,000 

Rationalization charges  16  2,097  1,992  7,736  3,755 

Acquisition related costs  22,107  855  1,200  15,925  1,256 

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

Refinancing costs  188  57  -    -    -   

COVID-19 pay  659  1,368  -    -    -   

Operating profit, as adjusted $  515,242 $  359,423 $  292,715 $  232,614 $  171,875 

Operating margin, as reported  13.7%  13.1%  11.0%  8.8%  7.2%

Operating margin, as adjusted  14.8%  13.2%  11.2%  9.8%  9.0%

INCOME PER COMMON SHARE RECONCILIATION
Income from continuing operations before income 
taxes, as reported $  433,443 $  323,090 $  253,778 $  180,824 $  128,040
Significant legal settlement  -    -    -    -    30,000 

Rationalization charges  16  2,097  1,992  7,736  3,755 

Acquisition related costs  22,017  855  1,200  15,925  1,256 

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

Refinancing costs and loss on extinguishment of debt  14,025  290  -    -    1,086 

COVID-19 pay  659  1,368  -    -    -   

Income from continuing operations before income 
taxes, as adjusted $  486,103 $  327,700 $  256,970 $  204,485 $  164,137

Tax rate at 26.0% for 2021 and 2020, 26.5% for 2019,  
27.0% for 2018 and 38% for 2017  (126,387)  (85,202)  (68,097)  (55,211)  (62,372)

Income from continuing operations, as adjusted $  359,716 $  242,498 $  188,873 $  149,274 $  101,765 

Income per common share, as adjusted $  10.85 $  7.28 $  5.49 $  4.19 $  2.78

Weighted average diluted common shares outstanding  33,146,171  33,299,286  34,376,555  35,613,319  36,572,146

ADJUSTED EBITDA RECONCILIATION

Operating profit, as adjusted $  515,242  359,423  292,715  232,614  171,875 
Share-based compensation ‡  11,316  14,910  13,658  11,317  9,274 

Depreciation and amortization  79,390  62,410  52,700  39,419  16,453 

EBITDA, as adjusted $  605,948 $  436,743 $  359,073 $  283,350 $  197,602 

EBITDA margin, as adjusted 17.4%  16.1%  13.7%  11.9 %  10.4 %

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

‡  Includes adjustments of $0.2 million and ($0.6) million of share-based compensation for the years ended December 31, 2020 and 2017,  
respectively, which are reflected in the line item “Rationalization charges”.
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YEAR ENDED DECEMBER 31,
2021 2020

INSTALLATION

Sales $   2,378,401  $  1,943,461

Operating profit, as reported $  383,722 $  294,793 
    Operating margin, as reported  16.1%  15.2% 

Rationalization charges  —  866 

Acquisition related costs  1,642  4 

COVID-19 pay  605  1,278 

Operating profit, as adjusted $  385,969 $  296,941 

    Operating margin, as adjusted  16.2%  15.3% 

Share-based compensation  1,157  1,555 

Depreciation and amortization  57,815  50,265 

EBITDA, as adjusted $  444,941 $  348,761 
    EBITDA margin, as adjusted  18.7%  17.9% 

SPECIALTY DISTRIBUTION

Sales $  1,287,176 $  926,207 

Operating profit, as reported $  169,368 $  115,343 

    Operating margin, as reported  13.2%  12.5% 

Rationalization charges  —  783 

Acquisition related costs  530  — 

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

COVID-19 pay  54  90 

Operating profit, as adjusted $  185,805 $  116,216 

    Operating margin, as adjusted  14.4%  12.5% 

Share-based compensation  1,032  742 

Depreciation and amortization  18,743  9,912 

EBITDA, as adjusted $  205,580 $  126,870 
    EBITDA margin, as adjusted  16.0%  13.7%

12

SEGMENT ADJUSTED  
EBITDA RECONCILIATION (UNAUDITED)
(in thousands)



YEAR ENDED DECEMBER 31,
2021 2020

NET SALES

Same branch:
    Installation $  2,157,011 $  1,943,461 

    Specialty Distribution  1,083,497  926,207 

    Eliminations  (177,904)  (151,630)

Total same branch  3,062,604  2,718,038 

Acquisitions (a):

    Installation $  221,390 $  — 

    Specialty Distribution  203,679  — 

    Eliminations  (1,466)  — 

Total acquisitions  423,603  — 

    Total $  3,486,207 $  2,718,038 
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SAME BRANCH NET SALES  
RECONCILIATION (UNAUDITED)
 (in thousands)

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




