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PART I

Item 1. Business

CAUTIONARY STATEMENT

Statements in this report and the schedules hereto that are not purely historical facts or that necessarily depend upon future events, including
statements about expected market share gains, forecasted financial performance or other statements about anticipations, beliefs, expectations, hopes,
intentions or strategies for the future, may be forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as
amended. Readers are cautioned not to place undue reliance on forward-looking statements. In addition, oral statements made by our directors, officers and
employees to the investor and analyst communities, media representatives and others, depending upon their nature, may also constitute forward-looking
statements. All forward-looking statements are based upon currently available information and the Company’s current assumptions, expectations and
projections about future events. Forward-looking statements are by nature inherently uncertain, and actual results or events may differ materially from the
results or events described in the forward-looking statements as a result of many factors. The Company undertakes no obligation to publicly update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise. Any forward-looking statements involve risks
and uncertainties, many of which are beyond the Company’s control or may be currently unknown to the Company, that could cause actual events or results
to differ materially from the events or results described in the forward-looking statements, including risks or uncertainties related to the continuing COVID-
19 pandemic, the BMC Merger (as defined below) and the Company’s other acquisitions, the Company’s growth strategies, including gaining market share
and its digital strategies, or the Company’s revenues and operating results being highly dependent on, among other things, the homebuilding industry,
lumber prices and the economy, including labor and supply shortages. The Company may not succeed in addressing these and other risks. Further
information regarding the risk factors that could affect our financial and other results are included as Item 1A of this annual report on Form 10-K and may
also be described from time to time in the other reports the Company files with the Securities and Exchange Commission (“SEC”). Consequently, all
forward-looking statements in this report are qualified by the factors, risks and uncertainties contained therein.

BMC MERGER

On January 1, 2021, Builders FirstSource, Inc. completed its all stock merger transaction with BMC Stock Holdings, Inc., a Delaware corporation
(“BMC”), pursuant to the Agreement and Plan of Merger, dated as of August 26, 2020 (as amended, restated, supplemented, or otherwise modified from
time to time, the “Merger Agreement”), by and among Builders FirstSource, Inc., Boston Merger Sub I Inc., a Delaware corporation and direct wholly
owned subsidiary of Builders FirstSource, Inc. (“Merger Sub”), and BMC. On the terms and subject to the conditions set forth in the Merger Agreement, on
January 1, 2021, Merger Sub merged with and into BMC, with BMC continuing as the surviving corporation and a wholly owned subsidiary of Builders
FirstSource, Inc. (the “BMC Merger”). On January 1, 2022, we completed a legal entity reorganization pursuant to which, among other things, BMC was
merged with and into Builders FirstSource, Inc., with Builders FirstSource, Inc. continuing as the surviving corporation.   

In this annual report, unless otherwise stated or the context otherwise requires, references to the “company,” “we,” “our,” “ours” or “us” refer to
Builders FirstSource, Inc. and its consolidated subsidiaries.

The BMC Merger was accounted for using the acquisition method of accounting, and the Company was treated as the accounting acquirer. The
operating results of BMC are reported as part of the Company beginning on January 1, 2021, and as such, references to the Company’s historical financial
condition prior to that date, including results of operations and cash flows, do not include BMC, unless otherwise noted.

OVERVIEW

We are a leading supplier and manufacturer of building materials, manufactured components and construction services to professional homebuilders,
sub-contractors, remodelers and consumers. The Company operates approximately 565 locations in 42 states across the United States, which are internally
organized into geographic operating divisions. Due to the similar economic characteristics, categories of products, distribution methods and customers, our
operating divisions are aggregated into one reportable segment.

We offer an integrated solution to our customers by providing manufacturing, supply and installation of a full range of structural and related building
products. Our manufactured products include our factory-built roof and floor trusses, wall panels, vinyl windows, custom millwork and trim, as well as
engineered wood that we design, cut, and assemble specifically for each home. We also assemble interior and exterior doors into pre-hung units.
Additionally, we supply our customers with a broad offering of professional grade building products not manufactured by us, such as dimensional lumber
and lumber sheet goods and various window, door and millwork lines. Our full range of construction-related services include professional installation, turn-
key framing and shell

3



 
construction, spanning all of our product categories. Further, through our Paradigm subsidiary, we offer software solutions and services for the building
products industry.

Builders FirstSource, Inc. is a Delaware corporation formed in 1998 as BSL Holdings, Inc. On October 13, 1999, our name changed to Builders
FirstSource, Inc. Our common stock traded on the NASDAQ Global Select Market of the NASDAQ Stock Market LLC (“NASDAQ”) under the symbol
“BLDR” from June 22, 2005 until July 16, 2021. On July 19, 2021, we transferred the listing of our common stock to the New York Stock Exchange
(“NYSE”) under the symbol “BLDR.”

OUR INDUSTRY

We compete in the professional segment (“Pro Segment”) of the U.S. residential building products supply market. Suppliers in the Pro Segment
primarily focus on serving professional customers such as homebuilders and remodeling contractors. The Pro Segment consists predominantly of small,
privately owned suppliers, including framing and shell construction contractors, local and regional materials distributors, single or multi-site lumberyards,
and truss manufacturing and millwork operations. Because of the predominance of smaller privately owned companies and the overall size and diversity of
the target customer market, the Pro Segment remains highly fragmented. There were only nine building product suppliers, excluding BMC, with
manufacturing capabilities in the Pro Segment that generated more than $500 million in sales, according to HBS Dealer magazine’s 2021 Top 300 list.
Including BMC, we are the largest building product supplier with manufacturing capabilities on the HBS Dealer’s list and the only building supplier with
manufacturing capabilities with over $5 billion in sales.

The residential building products industry is driven by the level of activity in both the U.S. residential new construction market and the U.S.
residential repair and remodeling market. Growth within these markets is linked to a number of key factors, including demographic trends, housing
demand, interest rates, employment levels, availability of credit, foreclosure rates, consumer confidence, the availability of qualified tradesmen, and the
state of the economy in general.  

The residential building products industry is characterized by several key trends, including greater utilization of manufactured components, an
expanding role of the distributor in providing turn-key services and a consolidation of suppliers by homebuilders, as described in more detail below.
Additionally, there is increasing interest in using digital tools to help drive end-to-end efficiencies throughout the construction industry.

 • Prefabricated components: Compared to conventional “stick-build” construction where builders cut and assemble lumber at the job site with
their own labor, prefabricated components are engineered in an offsite location using specialized equipment and labor. This outsourced task
allows for optimal material usage, lower overall labor costs and improved quality of structural elements. In addition, using prefabricated
components typically results in faster construction because fabrication can be automated and performed more systematically. As such, we
believe there is a long-term trend towards increased use of prefabricated components by homebuilders.  

 • Turn-key services: Many homebuilders have taken a more limited role in the homebuilding process and have outsourced certain key elements
of the construction process, including process management, product selection, order input, scheduling, framing and installation. As such, we
believe that many homebuilders are increasingly looking to suppliers in the Pro Segment to perform these critical functions, resulting in
greater demand for integrated project services.

 • Consolidation of suppliers by homebuilders: We believe that homebuilders are increasingly looking to consolidate their supplier base. Many
homebuilders are seeking a more strategic relationship with suppliers that are able to offer a broad range of products and services and, as a
result, are allocating a greater share of wallet to a select number of larger, full-service suppliers.

According to the U.S. Census Bureau, the single-family residential construction market was an estimated $421.0 billion in 2021, which was 12.5%
higher than 2020, but still lagging the historical high of $470.4 billion in 2006. Further, according to the Home Improvement Research Institute (“HIRI”) in
its September 2021 semi-annual forecast, the professional repair and remodel end market was an estimated $160.9 billion in 2021, which was 18.2% higher
than 2020.

OUR CUSTOMERS

We serve a broad customer base across the United States. We have a diverse geographic footprint, as we have operations in 47 of the top 50 and 85
of the top 100 U.S. Metropolitan Statistical Areas (“MSAs”), as ranked by single family housing permits based on available 2021 U.S. Census data. In
addition, approximately 93% of U.S. single-family housing permits in 2021 were issued in MSAs in which we operate. Given the local nature of our
business, we have historically and will continue to locate our facilities in close proximity to our key customers and co-locate multiple operations in one
facility to improve efficiency.
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We have a diversified customer base, ranging from large production builders to small custom homebuilders, as well as multi-family builders, repair
and remodeling contractors and light commercial contractors. For the year ended December 31, 2021, our top 10 customers accounted for approximately
18% of net sales, with our largest customer accounting for approximately 5% of net sales. Our top 10 customers are comprised primarily of the largest
national production homebuilders, including publicly traded companies such as D.R. Horton, Inc., Pulte Homes, Inc., Lennar Corporation, Taylor Morrison
Home Corporation, and M/I Homes, Inc.

In addition to the largest production homebuilders, we also service and supply regional production and local custom homebuilders as well as repair
and remodeling contractors and multi-family builders. These customers require high levels of service and a broad product offering. Our sales team expects
to work very closely with the designers on a day-to-day basis in order to ensure the appropriate products are identified, ordered or produced and delivered
on time to the building site. To account for these increased service costs, pricing in the industry is tied to the level of service provided and the volumes
purchased.

OUR PRODUCTS AND SERVICES

We group our building products and services into six product categories:

Lumber & Lumber Sheet Goods. Lumber & lumber sheet goods include dimensional lumber, plywood and oriented strand board (“OSB”) products
used in on-site house framing. Lumber & lumber sheet goods are our largest sales volume product category. The products in this category are highly
sensitive to fluctuations in market prices for such commodities.

Manufactured Products. Manufactured products are factory-built substitutes for job-site framing and include wood floor and roof trusses, steel roof
trusses, wall panels, and engineered wood that we design, cut, and assemble for each home. Manufactured products also include our proprietary whole-
house framing solution, Ready-Frame®, which designs, pre-cuts, labels, and bundles lumber and lumber sheet goods into customized framing packages,
saving builders both time and money and improving job site safety. Our manufactured products allow builders to build higher quality homes more
efficiently. Roof trusses, floor trusses, and wall panels are built in a factory-controlled environment. Engineered floors and beams are cut to the required
size and packaged for the given application at many of our locations. Without manufactured products, builders construct these items on site, where weather
and variable labor quality can negatively impact construction cost, quality and installation time. In addition, engineered wood beams have greater structural
strength than conventional framing materials, allowing builders to frame houses with more open space creating a wider variety of house designs.
Engineered wood floors are also stronger and straighter than conventionally framed floors. While not as sensitive to commodity price fluctuations as
Lumber & Lumber Sheet Goods, the products in this category include lumber & lumber sheet goods, and thus are somewhat sensitive to commodity price
fluctuations.

Windows, Doors & Millwork. Windows & doors are comprised of the manufacturing, assembly and distribution of windows, and the assembly and
distribution of interior and exterior door units. We manufacture a portion of the vinyl windows that we distribute in our plant in Houston, Texas which
allows us to supply builders, primarily in the Texas market, with cost-competitive products. Our pre-hung interior and exterior doors consist of a door slab
with hinges and door jambs attached, reducing on-site installation time and providing higher quality finished door units than those constructed on site.
These products typically require a high degree of product knowledge and training to sell. Millwork includes interior trim and custom features, including
those that we manufacture under the Synboard ® brand name. Synboard is produced from extruded PVC and offers several advantages over traditional
wood features, such as greater durability and no ongoing maintenance, such as periodic caulking and painting.

Siding, Metal, and Concrete. Siding, metal, and concrete includes vinyl, composite, and wood siding, exterior trim, other exteriors, metal studs and
cement.

Gypsum, Roofing & Insulation. Gypsum, roofing, and insulation include wallboard, ceilings, joint treatment and finishes.

Other Building Products & Services. Other building products & services consist of various products, including cabinets and hardware. This category
also includes services such as turn-key framing, shell construction, design assistance and professional installation of products spanning all of our product
categories. We provide professional installation and turn-key services as a solution for our homebuilder customers. Through our installation services
program, we help homebuilders realize efficiencies through improved scheduling, resulting in reduced cycle time and better cost controls. By utilizing an
energy efficiency software program, we also assist homebuilders in designing energy efficient homes in order to meet increasingly stringent energy rating
requirements. Upgrading to our premium windows, doors, and insulating products can reduce overall cost to the homebuilder by minimizing costs of the
required heating/cooling system. We work closely with the homebuilder to select the appropriate mix of our products to meet current and forthcoming
energy codes. We believe these services require scale, capital and sophistication that smaller competitors do not possess. We also offer software products
through our Paradigm subsidiary, including drafting, estimating, quoting, and virtual
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home design services, help provide software solutions to retailers, distributors, manufacturers and homebuilders that boost sales, reduce costs, and become
more competitive. We will continue to pursue profitable business in this category.

We compete in a fragmented marketplace. We believe our integrated approach and scale allow us to compete effectively through our comprehensive
product lines, prefabricated components and value-added services, combined with the knowledge of our integrated sales forces to enable our homebuilder
customers to complete construction more quickly, with higher quality and at a lower cost. While we expect these benefits to be particularly valuable to our
customers in market environments characterized by labor shortages, sourcing challenges or sharply rising demand for new homes, we expect such benefits
will also be increasingly valued and demanded by our customers operating under normal market conditions.

MANUFACTURING

Our manufacturing facilities utilize industry leading technology and high-quality materials to improve product quality, increase efficiency, reduce
lead times and minimize production errors. We manufacture products within two of our product categories: manufactured products, and windows, doors &
millwork.

Manufactured Products — Trusses and Wall Panels. Truss and wall panel production has two steps — design and fabrication. Each house requires
its own set of designed shop drawings, which vary by builder type — production versus custom builders. Production builders use prototype house plans as
they replicate houses. These house plans may be minimally modified to suit individual customer demand. We maintain an electronic master file of trusses
and wall panels for each builder’s prototype houses. For custom builders, the components are designed individually for each house. We download the shop
drawings from our design department to computerized saws. We assemble the cut lumber to form roof trusses, floor trusses or wall panels, before shipping
the finished components by house to the job site. In addition, we offer our Ready-Frame® framing system which uses specialty software to calculate
project-specific lumber needs to provide pre-cut and labeled packages delivered and ready to assemble on the jobsite.

Manufactured Products — Engineered Wood. As with trusses and wall panels, engineered wood components have design and fabrication steps. We
design engineered wood floors using a master filing system similar to the truss and wall panel system. Engineered wood beams are designed to ensure the
beam will be structurally sound in the given application. After the design phase, a printed layout is generated. We use this layout to cut the engineered
wood to the required length and assemble all of the components into a house package. We design and fabricate engineered wood at many of our distribution
locations.

Custom Millwork. Our manufactured custom millwork consists primarily of interior and exterior pre hung door systems, intricate interior and
exterior mouldings, custom and premium windows, finish hardware, stair parts, mantels and columns units.

Windows. We manufacture a full line of traditional vinyl windows at an approximately 200,000 square foot manufacturing facility located in
Houston, Texas. The process begins by purchasing vinyl lineal extrusions. We cut these extrusions to size and join them together to form the window frame
and sash. We then purchase sheet glass and cut it to size. We combine two pieces of identically shaped glass with a sealing compound to create a glass unit
with improved insulating capability. We then insert the sealed glass unit and glaze it into the window frame and sash. The unit is completed when we install
a balance to operate the window and add a lock to secure the window in a closed position.

Pre-hung Doors. We pre-hang interior and exterior doors at many of our locations. We insert door slabs and pre-cut door jambs into a door machine,
which bores holes into the doors for the door hardware and applies the jambs and hinges to the door slab. We then apply the casing that frames interior
doors at a separate station. Exterior doors do not have a casing, and instead may have sidelights applied to the sides of the door, a transom attached over the
top of the door unit and a door sill applied to the threshold.

OUR STRATEGY

By pursuing the Company’s four pillar strategic priorities as outlined below, we intend to build on our advantaged market position to create value for
our shareholders by increasing profits and net cash flow generation, while making us a more valuable partner to our customers. The resulting cash flow
should provide meaningful opportunities for increased investment in organic and acquisitive growth that preserve our balance sheet strength, grow our
return on invested capital and return capital to our shareholders.

Organic Growth of Value-add Products and Services

Maximize our share of wallet by capturing above-market growth in our higher margin value added products. We believe our national manufacturing
footprint and differentiated capabilities will allow us to capture growth in our higher margin value-added products,
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including trusses, wall panels and millwork. We believe our value-added products address the growing demand for ways to build homes more efficiently,
addressing labor constraints and rising costs. We plan to accelerate this growth by further expanding our national manufacturing footprint to serve locations
that do not currently have adequate access to these high margin products. By focusing on our differentiated platform and broad product mix, we are able to
offer a complete array of products and services that would otherwise need to be sourced from various distributors, providing us an opportunity to capture a
greater share of wallet. This operational platform often will make us a preferred distributor for large-scale national homebuilders as well as local and
custom homebuilders looking for more efficient ways to build a home. We believe that customers continue to place an increased value on these capabilities,
which further differentiates us from our competitors.

Leverage our competitive strengths to capitalize on housing market growth. As the U.S. housing market returns to a historically normalized level, we intend
to leverage our core business strengths including size, national footprint, unmatched scale in manufacturing capability, breadth of product portfolio, and end
market exposure to expand our sales and profit margins. Our customers continue to emphasize the importance of competitive pricing, a broad product
portfolio, sales force knowledge, labor-saving manufactured products, on-site services and overall “ease of use” with their building products suppliers. Our
comprehensive product offering, experienced sales force, strong strategic vendor relationships, and tenured senior management team position us well to
capitalize on strong demand in the new home construction market and the repair and remodel segment. Our large delivery fleet, professional drivers, and
comprehensive inventory management enable us to provide “just-in-time” product delivery, ensuring a smoother and faster production cycle for the
homebuilder. Our comprehensive network of products, services and facilities provides a strategically advantaged service model which enhances our value
to our customers and provides a strong platform to drive growth.

Drive Operational Excellence

Optimize our highly scalable cost structure with operational excellence initiatives. We continue to focus on standardizing and automating processes and
technology-based workflows to minimize costs, streamline our operations and enhance working capital efficiency. We are implementing operational
excellence initiatives that are designed to further improve efficiency, as well as customer service. These initiatives, including distribution and logistics,
pricing and margin management, back-office efficiencies, customer integration and systems-enabled process improvements, should yield significant cost
savings. The scope and scale of our existing infrastructure, customer base, and logistical capabilities mean that improvements in efficiency, when replicated
across our network, can yield substantial profit margin expansion.

Continue to Build our High-Performing Culture

Strong emphasis on putting our people first. Our team members are a critical resource, and every single one makes a difference. Enhancing talent
acquisition, employee development and retention will ensure we continue to attract and retain this valuable component of our business. Our team members
are the face of the Company to our customers and the communities in which we operate. Their contributions in serving our customers is a fundamental
component in our success. We care about our team members and strive to have a strong environmental, health and safety program that drives world-class
safety results and ensures our team members leave their workplace safely, every day. We recognize how important it is for our team members to develop
and progress in their careers and strive to build a performance-based culture.  

Environmental, social and governance strategy. We are also committed to making informed choices that improve our corporate governance, financial
strength, operational efficiency, environmental stewardship, community engagement and resource management. Consistent with our core values, our goal is
to be recognized by our customers as the preferred supplier, by our employees as a safe, diverse and inclusive workforce, by the industry as being at the
forefront of innovation, by our stakeholders as an ethical company and by the communities in which we serve as a good corporate citizen. We recognize
that the environmental sustainability of our products is important to both us as a company and to our customers. We prioritize purchasing and supplying
sustainable wood products led by the Sustainable Forestry Initiative. Helping homebuilders become more productive, more efficient, and safer is
fundamental to what we do and we are passionate about building this future together.

Pursue Strategic Acquisitions

Leverage free cash flow to accelerate strategic growth. The highly fragmented nature of the Pro Segment of the U.S. residential new construction building
products supply market presents substantial acquisition opportunities. Our long-term acquisition strategy is focused on the continued growth of our
prefabricated components business and on the potential for geographic expansion. First, we plan to selectively seek acquisition targets that manufacture
prefabricated components such as factory-built roof and floor trusses, wall panels, and engineered wood, as well as other value-added products such as
vinyl windows and millwork. We also intend to pursue potential acquisitions that present an opportunity to add manufacturing capabilities in a relatively
short period of time. Second, there remain a number of attractive homebuilding markets where we do not currently operate. We believe that our proven
operating model can be successfully adapted to these markets and where homebuilders, many of whom we currently serve elsewhere, would value our
broad product and service offering, professional expertise, and superior customer service. When entering a new market, our strategy is
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to acquire market-leading distributors and subsequently expand their product offerings or add manufacturing facilities while integrating their operations
into our centralized platform. This strategy allows us to quickly achieve the scale required to maximize profitability and leverage existing customer
relationships in the local market. Our management has shown the capability to effectively and efficiently integrate newly acquired businesses, ramping up
productivity and driving value. We have successfully integrated approximately 50 acquisitions since 1998, including the BMC and ProBuild transactions
both of which were company and industry transforming.

SALES AND MARKETING

We seek to attract and retain customers through exceptional customer service, leading product quality, broad product and service offerings, and
competitive pricing. This strategy is centered on building and maintaining strong customer relationships rather than traditional marketing and advertising.
We strive to add value for the homebuilders through shorter lead times, lower project costs, faster project completion and higher quality. By executing this
strategy, we believe we will continue to generate new business.

Our experienced, locally focused sales force is at the core of our sales effort. This sales effort involves deploying salespeople who are skilled in
housing construction to meet with a homebuilder’s construction superintendent, local purchasing agent, or local executive with the goal of becoming their
primary product supplier. If selected by the homebuilder, the salesperson and his or her team review blueprints for the contracted homes and advise the
homebuilder in areas such as opportunities for cost reduction, increased energy efficiencies, and regional aesthetic preferences. Next, the team determines
the specific package of products that are needed to complete the project and schedules a sequence of site deliveries. Our large delivery fleet and
comprehensive inventory management systems enable us to provide “just-in-time” product delivery, ensuring a smoother and faster production cycle for the
homebuilder. Throughout the construction process, the salesperson makes frequent site visits to ensure timely delivery and proper installation, and to make
suggestions for efficiency improvements. We believe this level of service is highly valued by our customers and generates significant customer loyalty. At
December 31, 2021, we employed approximately 2,300 sales representatives, who are paid a commission based on gross margin dollars collected and
worked with approximately 2,500 sales coordinators and product specialists.

BACKLOG

Due to the nature of our business, backlog information is not meaningful. While our customers may provide an estimate of their future needs, in
most cases we do not receive a firm order from them until just prior to the anticipated delivery dates. Accordingly, in many cases the time frame from
receipt of a firm order to shipment does not exceed a few days.

MATERIALS AND SUPPLIER RELATIONSHIPS

We purchase inventory primarily for distribution, some of which is also utilized in our manufacturing plants. The key materials we purchase include
dimensional lumber, OSB and plywood along with engineered wood, windows, doors, millwork, gypsum and roofing. Our largest suppliers are national
companies such as Boise Cascade Company, Weyerhaeuser Company, Canfor Corporation, Norbord, Inc., West Fraser Timber Co. Ltd., James Hardie
Industries plc, PlyGem Holdings, Inc., Mitek Industries, Inc., M I Windows and Doors, Inc., Andersen Corporation, Masonite International Corporation
and JELD-WEN Inc. We believe marketplace supply allows us to competitively source most of our requirements without reliance on any particular supplier
and that our diversity of suppliers affords us purchasing flexibility. Due to our centralized procurement platform for commodity wood products and
corporate oversight of purchasing programs, we believe we are able to maximize the advantages of both our and our suppliers’ broad geographic footprints
and negotiate purchases across multiple markets to achieve more favorable contracts with respect to price, terms of sale, and supply. Additionally, for
certain customers, we institute purchasing programs on commodity wood products such as OSB and lumber to align portions of our procurement costs with
our customer pricing commitments. We balance our OSB and lumber purchases with a mix of contract and spot market purchases to ensure consistent
supply of product necessary to fulfill customer contracts, to source products at the lowest possible cost, and to minimize our exposure to the volatility of
commodity lumber prices.

We currently source products from thousands of suppliers in order to reduce our dependence on any single company and to maximize purchasing
leverage. Although no purchases from any single supplier represented more than approximately 7% of our total materials purchases for the year ended
December 31, 2021, we believe we are one of the largest customers for many suppliers, and therefore have significant purchasing leverage. We have found
that using multiple suppliers ensures a stable source of products and the best purchasing terms as the suppliers compete to gain and maintain our business.

We maintain strong relationships with our suppliers, and we believe opportunities exist to improve purchasing terms in the future, including
inventory storage or “just-in-time” delivery to reduce our inventory carrying costs. We will continue to pursue additional procurement cost savings which
would further enhance our margins and cash flow.
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COMPETITION

We compete in the Pro Segment of the U.S. residential building products supply market. We have and will continue to experience competition for
homebuilder business due to the highly fragmented nature of the Pro Segment. Most of our competitors in the Pro Segment are small, privately held local
or regional businesses. Most of these companies have limited access to capital and lack sophisticated information technology systems and large-scale
procurement capabilities. We believe we have substantial competitive advantages over these smaller competitors due to our long-standing customer
relationships, local market knowledge and competitive pricing. Our largest competitors in our markets often include one or more of 84 Lumber Company,
Carter Lumber Company and US LBM Holdings, LLC. Our customers primarily consist of professional homebuilders and those that provide construction
services to them, with whom we focus on developing strong relationships. The principal methods of competition in the Pro Segment are the development of
long-term relationships with professional builders and retaining such customers by (i) delivering a full range of high-quality products on time, and (ii)
offering trade credit, competitive pricing and integrated service and product packages, such as turn-key framing and shell construction, as well as
manufactured components and installation. Our leading market positions in the highly competitive Pro Segment create economies of scale that allow us to
cost-effectively supply our customers, which both enhances profitability and reduces the risk of losing customers to competitors.

HUMAN CAPITAL

At December 31, 2021, we had approximately 28,000 employees. Less than 2% are covered by collective bargaining agreements, where we believe
our relations with the labor unions are generally good. Employee levels are managed to align with the pace of business and management believes it has
sufficient human capital to operate its business successfully.  

At Builders FirstSource, our people are the key to our success and our continued focus on delivering exceptional customer service and innovative
solutions. In managing our human capital, our goal is to ensure their safety, growth and development in an inclusive and team-based environment. By
participating in regular surveys and focus groups, we place a strong emphasis on enhancing and increasing the retention and engagement level of our team
members. Key areas of the Company’s human capital focus include the following:

Workplace Health & Safety

We care about our team members and anyone who enters our workplace. We strive to have a strong environmental, health and safety program that
focuses on implementing policies and training programs, as well as performing self-audits to ensure our team members leave their workplace safely, every
day. Over the past several years, we have developed and implemented programs designed to promote workplace safety, with the goal of reducing the
frequency and severity of employee injuries. We also review and monitor our performance closely by updating our executive team monthly on progress.

During 2021, our experience and continuing focus on workplace safety enabled us to preserve business continuity without sacrificing our
commitment to keeping our team members and workplace visitors safe during the COVID-19 pandemic.

The Company also aspires to reduce its lost time and recordable injuries each year. In 2021, we reduced our Total Recordable Incident Rate for the
sixth consecutive year and by approximately 18% over the prior year.

We also broadly provide accessible safety training to our employees in a number of formats to accommodate the learner’s style and pace, location,
and access to technology.

Diversity & Inclusion

Our team members are the face of the Company to our customers and the communities in which we operate. Their contributions in serving our
customers is a fundamental component in our success, and every single team member makes a difference.

Our Company strives to foster a culture that encourages collaboration, flexibility and fairness to enable all team members to contribute to their full
potential. We are committed to enhancing our efforts related to diversity and inclusion across all aspects of our organization, including hiring, promotion
and developmental opportunities. We conduct both in-person and online diversity training through our online learning management system, and we are
working to create greater awareness, eliminate unconscious bias and foster more open and honest communication through our recently established
Corporate Inclusion Council.

To assess and improve our efforts, the Company recently surveyed employees finding that the majority of employees feel welcome, safe and
included, treated fairly with opportunities to reach full potential, supported professionally, emotionally and socially and are comfortable sharing
experiences and opinions, and valued as a team member. We identified four key priorities through our
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survey: enhance awareness, increase diversity of the workforce, improve and enhance communication, and increase inclusion and engagement. With these
priorities in mind we have launched diversity and inclusion trainings, introduced quarterly town halls and engage in regular Companywide
communications, introduced leadership development and sales trainings, and are in the process of establishing regional and local employee resource
groups.  

Learning & Development

In order to attract and retain top talent, we provide several resources in a variety of formats that promote the ongoing learning and development of
our team members. We offer leadership development training for new and existing leaders in topics such as: Effective Communication, Conducting
Performance Management, Developing Successful and Productive Teams, Conflict Resolution & Management, Providing Exceptional Customer Service,
Hiring for Fit and Building a Diverse and Inclusive Team. We have maintained our commitment to learning and development through our online learning
management system and limited on-site courses facilitated in a safe setting by our training and development team. We significantly expanded our online
course availability during 2021 by offering approximately 8,000 courses in our system which is available to all team members.

INFORMATION TECHNOLOGY SYSTEMS

Our operations are dependent upon our information technology systems, which encompass all of our major business functions. Our primary
enterprise resource planning (“ERP”) systems, which we currently use for operations representing the majority of our sales, are proprietary systems that
have been highly customized by our computer programmers. The materials required for thousands of standard builder plans are stored by the system for
rapid quoting or order entry. Hundreds of price lists are maintained on hundreds of thousands of SKUs, facilitating rapid price changes in a changing
product cost environment. A customer’s order can be tracked at each stage of the process and billing can be customized to reduce a customer’s
administrative costs and speed payment.

We have a customized financial reporting system that consolidates financial, sales and workforce data from our ERP systems and our human
resource information system (“HRIS”), delivering standardized enterprise key performance indicators. This technology platform provides management
with robust corporate and location level performance management by leveraging standardized metrics and analytics allowing us to plan, track and report
performance and compensation measures.

We have developed a proprietary program for use in our component plants. This software reviews product designs for errors, schedules the plants
and provides the data used to measure plant efficiency. In addition, we have purchased several software products that have been integrated with our primary
ERP system. These programs assist in various aspects of our business such as analyzing blueprints to generate material lists, purchasing lumber products at
the lowest cost, delivery management, resource planning and scheduling and financial planning and analysis.

SEASONALITY AND OTHER FACTORS

Our first and fourth quarters have historically been, and are generally expected to continue to be, adversely affected by weather causing reduced
construction activity during these quarters. In addition, quarterly results historically have reflected, and are expected to continue to reflect, fluctuations
from period to period arising from the following:

 • The volatility of lumber prices;

 • The cyclical nature of the homebuilding industry;

 • General economic conditions in the markets in which we compete;

 • The pricing policies of our competitors;

 • Disruptions in our supply chain;

 • The production schedules of our customers; and

 • The effects of weather.

The composition and level of working capital typically change during periods of increasing sales as we carry more inventory and receivables.
Working capital levels typically increase in the first and second quarters of the year due to higher sales during the peak residential construction season.
These increases may result in negative operating cash flows during this peak season, which historically have been financed through available cash and
borrowing availability under credit facilities. Generally, collection of receivables and reduction in inventory levels following the peak building and
construction season positively impact cash flow.
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AVAILABLE INFORMATION

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended, and in accordance therewith, we file reports,
proxy and information statements and other information with the SEC. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports
on Form 8-K, proxy and information statements and other information and amendments to those reports filed or furnished pursuant to Section 13(a) or
15(d) of the Securities Exchange Act of 1934 are available through the investor relations section of our website under the links to “Financial Information.”
Our Internet address is www.bldr.com. Reports are available on our website free of charge as soon as reasonably practicable after we electronically file
them with, or furnish them to, the SEC. In addition, our officers and directors file with the SEC initial statements of beneficial ownership and statements of
change in beneficial ownership of our securities, which are also available on our website at the same location. We are not including this or any other
information on our website as a part of, nor incorporating it by reference into, this Form 10-K or any of our other SEC filings.

In addition to our website, the SEC maintains an Internet site that contains our reports, proxy and information statements, and other information that
we electronically file with, or furnish to, the SEC at www.sec.gov.

Item 1A. Risk Factors

Risks associated with our business, any investment in our securities, and with achieving the forward looking statements contained in this report or in
our news releases, websites, public filings, investor and analyst conferences or elsewhere, include the risk factors described below. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial may also impair our business operations. Any of these risks, whether known
or unknown, could cause our actual results to differ materially from expectations and could have a material adverse effect on our business, financial
condition or results of operations, and we may not succeed in addressing these challenges and risks. You should read these Risk Factors in conjunction with
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Item 7 and our consolidated financial statements and related
notes in Item 8.

Economic and Industry Risks

The COVID-19 pandemic has impacted our business, and will likely continue to impact our business in the future.

The COVID-19 pandemic has adversely impacted economic activity and conditions worldwide, including workforces, liquidity, capital markets,
consumer behavior, supply chains, and macroeconomic conditions, which in turn has materially impacted our business. While demand for building
products has remained high throughout most of the pandemic, the COVID-19 pandemic has caused significant disruptions and delays in the manufacture
and distribution of building products throughout the industry supply chain, resulting in shortages and shipping delays of several categories of building
products, such as windows and lumber. In turn, these supply chain disruptions have in many cases led to significant spikes in the prices of the affected
building products, which may impact our margins if we are unable to pass along these price increases to our customers. Furthermore, the COVID-19
pandemic has resulted in increased labor costs and a general labor shortage in our industry to meet the high demand for our services.  While we expect the
COVID-19 pandemic to continue to impact our business in the near term, particularly in regions where we derive a significant amount of our revenue or
profit or where our suppliers and customers are located, the extent and duration of the continued effects of the COVID-19 pandemic on our business and
results of operation is unknown and will depend on future developments, which are highly uncertain and outside our control. These developments include
the scope, duration and severity of the pandemic (including the possibility of further surges or variations of concern of COVID-19 or the emergence of
other health epidemics or pandemics), the efficacy of the vaccination program in the U.S., supply chain disruptions, decreased demand for our products and
services, rising inflation, our ability to maintain sufficient qualified personnel due to labor shortages, employee illness, quarantine, willingness to return to
work, vaccine and/or testing mandates, face-coverings and other safety requirements, or travel and other restrictions, and the actions taken by governments,
businesses and individuals to contain the impact of COVID-19, as well as further actions taken to limit the resulting economic impact. It is also possible
that the pandemic and its aftermath will lead to a prolonged economic slowdown or recession in the U.S. economy. Any of these developments could
materially and adversely affect our business, financial condition and results of operations.

We cannot predict the duration or scope of the COVID-19 pandemic or when or how our business, financial conditions and results of operations will
be further impacted by it, including as a result of a deterioration in the U.S. economy, inflation, rising interest rates, supply chain disruption or labor
shortages. In particular, any significant downturn in residential construction as a result of the economic impact of the COVID-19 pandemic could have an
adverse effect on our business, financial condition and results of operations.
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To the extent the COVID-19 pandemic adversely affects our business, financial conditions and results of operations, it may also have the effect of
heightening many of the other risks described in this “Risk Factors” section.

The industry in which we operate is dependent upon the residential homebuilding industry, as well as the U.S. economy, the credit markets and other
important factors.

The building products industry is highly dependent on new home and multifamily construction as well as repair and remodel, which in turn are
dependent upon a number of factors, including interest rates, consumer confidence, employment rates, foreclosure rates, housing inventory levels and
occupancy, housing demand and the health of the U.S. economy and mortgage markets. Unfavorable changes in demographics, credit markets, consumer
confidence, household incomes, inflation, housing affordability, or housing inventory levels and occupancy, or a weakening of the U.S. economy or of any
regional or local economy, including as a result of the COVID-19 pandemic, in which we operate could adversely affect consumer spending, result in
decreased demand for our products, and adversely affect our business. Production of new homes and multifamily buildings may also decline because of
shortages of qualified tradesmen, reliance on inadequately capitalized builders and sub-contractors, and shortages of suitable building lots and material. In
addition, the building industry is subject to various local, state, and federal statutes, ordinances, and regulations concerning zoning, building design and
safety, construction, energy and water conservation and similar matters, including regulations that impose restrictive zoning and density requirements in
order to limit the number of homes that can be built within the boundaries of a particular area or in order to maintain certain areas as primarily or
exclusively residential. Regulatory restrictions may increase our operating expenses and limit the availability of suitable building lots for our customers,
which could negatively affect our sales and earnings. Because we have substantial fixed costs, relatively modest declines in our customers’ production
levels could have a significant adverse effect on our financial condition, operating results and cash flows.

The building supply industry is subject to cyclical market pressures.

Prices of building products are subject to fluctuations arising from changes in supply and demand, national and international economic conditions,
including inflation and interest rates, labor costs, competition, market speculation, government regulation, and trade policies, as well as from periodic
delays in the delivery of lumber and other products. For example, prices of wood products, including lumber and panel products, are subject to significant
volatility, such as the spike in lumber prices experienced in our industry as a result of the COVID-19 outbreak, and directly affect our sales and earnings. In
particular, low prices for wood products over a sustained period can adversely affect our financial condition, operating results and cash flows, as can
excessive spikes in prices. Our lumber and lumber sheet goods product category represented 42.3% of total net sales for the year ended December 31, 2021.
We have limited ability to manage the timing and amount of pricing changes for building products. In addition, the supply of building products fluctuates
based on available manufacturing capacity. A shortage of capacity or excess capacity in the industry can result in significant increases or declines in prices
for those building products, often within a short period of time. Such price fluctuations can adversely affect our financial condition, operating results and
cash flows.

In addition, the building products industry is cyclical in nature. Despite disruptions from the COVID-19 pandemic, the homebuilding industry has
experienced growth in recent years and industry forecasters expect to see continued growth in the housing market over the next year. However, it is likely,
based on historical experience, that we will face future downturns in the homebuilding industry which could have an adverse effect on our operating
results, financial condition or cash flows. We are not able to predict the timing, severity or duration of any future downturns in the housing market.

Our industry is highly fragmented and competitive, and increased competitive pressure may adversely affect our results.

The building products supply industry is highly fragmented and competitive. We face, and will continue to face, significant competition from local,
regional and other national building materials chains, as well as from privately-owned single site enterprises. Any of these competitors may (1) foresee the
course of market development more accurately than we do, (2) develop products that are superior to our products, (3) have the ability to produce or supply
similar products at a lower cost, (4) develop stronger relationships with local homebuilders or commercial builders or (5) adapt more quickly to new
technologies or evolving customer requirements than we do or. As a result, we may not be able to compete successfully with them. In addition, home center
retailers, which have historically concentrated their sales efforts on retail consumers and small contractors, have intensified their marketing efforts to
professional homebuilders in recent years and may continue to intensify these efforts in the future. Furthermore, certain product manufacturers sell and
distribute their products directly to production homebuilders or commercial builders, and the volume of such direct sales could increase in the future.
Additionally, manufacturers of products distributed by us may elect to sell and distribute directly to homebuilders or commercial builders in the future or
enter into exclusive supplier arrangements with other distributors. Consolidation of production homebuilders or commercial builders may result in
increased competition for their business. Finally, we may not be able to maintain our operating costs or product prices at a level sufficiently low for us to
compete effectively. If we are unable to compete effectively, our financial condition, operating results and cash flows may be adversely affected.
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Homebuyer demand may shift towards smaller homes creating fluctuations in demand for our products.

Home affordability can be a key driver in demand for our products and home prices have increased meaningfully since the beginning of the COVID-
19 pandemic. Home affordability is influenced by a number of economic factors, such as the level of employment, consumer confidence, consumer income,
supply of houses, the availability of financing and interest rates. Changes in the inventory of available homes as well as economic factors relative to home
prices may result in homes becoming less affordable. Furthermore, consumer preferences could shift to smaller or larger homes in the future. This could
cause homebuyer demand to soften or shift substantially which could have an adverse impact on our financial condition, operating results and cash flows if
we are unable to respond to the new market demands effectively.

A range of factors may make our quarterly revenues, earnings and cash flows variable.

We have historically experienced, and in the future will continue to experience, variability in revenues, earnings and cash flows on a quarterly basis.
The factors expected to contribute to this variability include, among others: (1) the volatility of prices of lumber, wood products and other building
products, (2) the cyclical nature of the homebuilding industry, (3) general economic conditions in the various areas that we serve, (4) the intense
competition in the industry, including expansion and growth strategies by competitors, (5) the production schedules of our customers and suppliers, (6) the
effects of the weather and (7) labor costs, labor shortages and available capacity to meet customer demand for our products. These factors, among others,
make it difficult to project our operating results and cash flows on a consistent basis, which may affect the price of our stock.

Operational and Strategic Risks

We may be unable to successfully implement our growth strategy, which includes increasing sales of our prefabricated components and other value-
added products, pursuing strategic acquisitions, opening new facilities, implementing operational excellence, pursuing digitization opportunities and
initiatives, and maintaining a balanced debt level.

Our long-term strategy depends in part on growing our sales of prefabricated components and other value-added products, increasing our market
share, and implementing various initiatives to increase our operational efficiency, improve our margins, optimize our pricing strategies, and streamline the
customer experience. If any of these initiatives are not successful, or require extensive investment, our growth may be limited, and we may be unable to
achieve or maintain expected levels of growth and profitability.

Our long-term business plan also provides for continued growth through strategic acquisitions and organic growth through the construction of new
facilities or the expansion of existing facilities. Failure to identify and acquire suitable acquisition candidates on appropriate terms could have a material
adverse effect on our growth strategy. Moreover, our liquidity position, or the requirements of our debt instruments could prevent us from obtaining the
capital required to effect new acquisitions or expand our existing facilities. Our failure to make successful acquisitions or to build or expand needed
facilities, including manufacturing facilities, produce saleable product, or meet customer demand in a timely manner could adversely affect our financial
condition, operating results, and cash flows. A negative impact on our financial condition, operating results and cash flows, or our decision to invest in
strategic acquisitions or new facilities, could adversely affect our ability to maintain a balanced debt level.

Furthermore, we have made significant investments, and intend to continue to invest, in technology solutions designed to increase the efficiency of
the homebuilding process.  There is no guarantee that such solutions will be effective, will be adopted by our customers, will be able to compete with
alternative technology solutions, including from start-up and more well established technology companies or our competitors, or that we will realize the
anticipated benefits from our investments in these solutions.  As a result, we may suffer losses on these investments or lose market share if competing
technology solutions are more widely adopted than the technology solutions we are developing.
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We have consummated a number of strategic acquisitions as part of our growth strategy and intend to continue to pursue strategic acquisitions in the
future as part of our growth strategy.  Strategic acquisitions involve risks and if we are unable to realize the anticipated benefits of these transactions or
identify suitable acquisition candidates in the future our growth, financial condition and results of operations could be materially and adversely
affected

Strategic acquisitions are an important part of our growth strategy and we seek to identify attractive acquisitions opportunities that we believe will
be accretive and result in increased sales and EBITDA, cost savings, synergies and various other benefits. Assessing the viability and realizing the benefits
of these transactions is subject to significant uncertainty. Additionally, in connection with evaluating potential strategic transactions, we may incur
significant expenses for the evaluation and due diligence investigation and negotiation of any potential transaction. Furthermore, multiples for acquisition
targets have generally increased over the past few years and we face increased competition from other acquirors for attractive acquisition opportunities.  As
a result, we may not be able to consummate acquisitions on favorable terms, if at all.  We may also not be able to obtain necessary approvals to
consummate acquisitions. An inability to continue to identify and consummate attractive acquisitions could adversely affect our growth.

If we complete an acquisition, we need to successfully integrate the target company’s products, services, associates and systems into our business
operations in order to realize the anticipated benefits from an acquisition. Integration can be a complex and time-consuming process, and if the
integration is not fully successful or is delayed for a material period of time, we may not achieve the anticipated synergies or benefits of the acquisition.
Although we have been successful in the past with the integration of numerous acquisitions, we may not be able to successfully integrate the operations of
any future acquired businesses, including the recent BMC Merger, with our own in an efficient and cost-effective manner or without significant disruption
to our or the acquired companies’ existing operations. Furthermore, even if a target company is successfully integrated, an acquisition may fail to further
our business strategy as anticipated, expose us to increased competition or challenges with respect to our products or services, and expose us to additional
liabilities. Any impairment of goodwill or other intangible assets acquired in a strategic transaction may reduce our earnings. Moreover, acquisitions
involve significant risks and uncertainties, including uncertainties as to the future financial performance of the acquired business, the achievement of
expected synergies, difficulties integrating acquired personnel and corporate cultures into our business, the potential loss of key employees, customers or
suppliers, difficulties in integrating different computer and accounting systems, exposure to unforeseen liabilities of acquired companies and the diversion
of management attention and resources from existing operations. We may be unable to successfully complete potential acquisitions due to multiple factors,
such as issues related to regulatory review of the proposed transactions. We may also be required to incur additional debt or issue additional shares of our
common stock in order to consummate acquisitions in the future. Potential new debt may be substantial and may limit our flexibility in using our cash flow
from operations. The issuance of new shares of our common stock could dilute the equity value of our existing stockholders. Our failure to fully integrate
future acquired businesses effectively or to manage other consequences of our acquisitions, including increased indebtedness, could prevent us from
remaining competitive and, ultimately, could adversely affect our financial condition, operating results and cash flows

We are subject to competitive pricing pressure from our customers.

Production homebuilders and multi-family builders historically have exerted and will continue to exert significant pressure on their outside
suppliers, including on us, to keep prices low because of their market share and their ability to leverage such market share in the highly fragmented
building products supply industry. Given this pricing pressure, we may not be able to pass along price increases for lumber, wood products and other
building products to our customers, which could impact our margins.   In addition, continued consolidation among production homebuilders or multi-
family and commercial builders, or changes in such builders’ purchasing policies or payment practices, could result in additional pricing pressure, and our
financial condition, operating results and cash flows may be adversely affected.

Furthermore, in periods of economic downturn these pricing pressures tend to increase. As a result, we may face heightened pricing pressures in the
event of an economic downturn resulting from the continuing COVID-19 pandemic or otherwise, and our financial condition, operating results and cash
flows may be adversely affected.

The loss of any of our significant customers or a reduction in the quantity of products they purchase could affect our financial health.

Our ten largest customers generated approximately 18% of our net sales for the year ended December 31, 2021. We cannot guarantee that we will
maintain or improve our relationships with these customers or that we will supply these customers at historical levels. Moreover, in the event of any
downturn, some of our homebuilder customers may exit or severely curtail building activity in certain of our markets.

In addition, production homebuilders, multi-family builders and other customers may: (1) seek to purchase some of the products that we currently
sell directly from manufacturers, (2) elect to establish their own building products manufacturing and distribution facilities or (3) give advantages to
manufacturing or distribution intermediaries in which they have an economic stake. Continued consolidation among production homebuilders could also
result in a loss of some of our present customers to our competitors. The loss
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of one or more of our significant customers or deterioration in our relations with any of them could significantly affect our financial condition, operating
results and cash flows. Furthermore, our customers are not required to purchase any minimum amount of products from us. The contracts into which we
have entered with most of our professional customers typically provide that we supply particular products or services for a certain period of time when and
if ordered by the customer. Should our customers purchase our products in significantly lower quantities than they have in the past, such decreased
purchases could have a material adverse effect on our financial condition, operating results and cash flows.

Product shortages, loss of key suppliers, and our dependence on third-party suppliers and manufacturers could affect our financial health.

Our ability to offer a wide variety of products to our customers is dependent upon our ability to obtain adequate product supply from manufacturers
and other suppliers. Generally, our products are obtainable from various sources and in sufficient quantities. However, as noted above, the COVID-19
pandemic has caused significant disruptions and delays in the manufacture and distribution of building products throughout the industry supply chain,
resulting in shortages and shipping delays of several categories of building products, including windows and lumber. The loss of, or an ongoing substantial
decrease in the availability of products from our suppliers or the loss of key supplier arrangements could adversely impact our financial condition,
operating results, and cash flows.

Although in many instances we have agreements with our suppliers, these agreements are generally terminable by either party on limited notice.
Failure by our suppliers to continue to supply us with products on commercially reasonable terms, or at all, could put pressure on our operating margins or
have a material adverse effect on our financial condition, operating results and cash flows. Short-term changes in the cost of these materials, some of which
are subject to significant fluctuations, are oftentimes, but not always, passed on to our customers. Our delayed ability to pass on material price increases to
our customers could adversely impact our financial condition, operating results and cash flows.

Furthermore, the inability of our suppliers to meet our supply needs in a timely manner or our quality standards could cause delays to delivery date
requirements of our customers. Such failures could result in the cancellation of orders, customers’ refusal to accept deliveries, a reduction in purchase
prices, and ultimately, termination of customer relationships, any of which could have a material adverse effect on our business, financial condition, results
of operations and liquidity. In that case, we may be required to seek alternative sources of materials or products. Our inability to identify and secure
alternative sources of supply could have a material and adverse effect on our ability to satisfy customer orders. While we have largely been able to manage
these supply chain disruptions to date, there is no guarantee that we will be able to do so in the future.

Failure to attract and retain our key employees and the impact of our recent leadership changes may adversely impact our ability to successfully
execute our business strategies.

Our success depends in part on our ability to attract, hire, train and retain qualified managerial, operational, sales and other personnel. We face
significant competition for these types of employees in our industry and from other industries.  We may be unsuccessful in attracting and retaining the
personnel we require to conduct and expand our operations successfully. In addition, key personnel may leave us and compete against us. Our success also
depends to a significant extent on the continued service of our senior management team. We may be unsuccessful in replacing key managers who either
resign or retire. The loss of any member of our senior management team or other experienced senior employees could impair our ability to execute our
business plan, cause us to lose customers and reduce our net sales, or lead to employee morale problems and/or the loss of other key employees. In any
such event, our financial condition, operating results and cash flows could be adversely affected.  

Furthermore, business combinations such as the BMC Merger increase the risk of employee retention and we may not be successful in retaining the
talents and dedication of the professionals previously separately employed by us and BMC. It is possible that these employees may decide not to remain
with us. If key employees terminate their employment, or if an insufficient number of employees are retained to maintain effective operations, our business
activities may be adversely affected and management’s attention may be diverted from successfully integrating the operations of BMC into our existing
operations to hiring suitable replacements, all of which may have an adverse impact on our business and results of operations. We also underwent
significant leadership changes in connection with the BMC Merger. Any significant leadership changes involve inherent risk and any failure to ensure the
effective transfer of knowledge and a smooth transition could hinder our strategic planning, execution and future performance.

In addition, competition for non-management employees has increased significantly since the COVID-19 pandemic resulting in higher labor costs
and labor shortages at our facilities.  As a result, we may continue to face higher operating expenses and may lose revenue opportunities if we lack capacity
due to labor shortages to meet customer demand. While only a small percentage of our workforce is unionized, there can be no assurance that additional
employees will not conduct union organization campaigns or become union members in the future and a failure to renew existing collective bargaining
agreements on favorable terms could lead to further labor shortages and higher labor costs.
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We may be adversely affected by any disruption in our respective information technology systems.

Our operations are dependent upon our information technology systems, which encompass all of our major business functions. Our primary ERP
systems are proprietary systems that have been highly customized by our computer programmers. Our centralized financial reporting system currently
draws data from our ERP systems. We rely upon our information technology systems to run critical accounting and financial information systems, process
receivables, manage and replenish inventory, fill and ship customer orders on a timely basis, and coordinate our sales activities across all products and
services. A substantial disruption in our information technology systems for any prolonged time period could result in problems and delays in generating
critical financial and operational information, processing receivables, receiving inventory and supplies and filling customer orders. These disruptions could
adversely affect our operating results as well as our customer service and relationships. Our systems, or those of our significant customers or suppliers,
might be damaged or interrupted by natural or man-made events or by computer viruses, physical or electronic break-ins, or similar disruptions affecting
the global Internet. In addition, we rely on a number of third-party service providers to execute certain business processes and maintain certain information
technology systems and infrastructure, and any breach of security or disruption in their systems could impair our ability to operate effectively. Such
disruptions, delays, problems, or associated costs relating to our systems or those of our significant customers, suppliers or third-party providers could have
a material adverse effect on our financial condition, operating results and cash flows.

We are subject to cybersecurity risks and expect to incur increasing costs in an effort to minimize those risks.

Our business employs systems that allow for the secure storage and transmission of customers’, vendors’ and employees’ proprietary information.
Security breaches could expose us to a risk of loss or misuse of this information, litigation and potential liability. We may not have the resources or
technical sophistication to anticipate or prevent rapidly evolving types of cyber-attacks. Any compromise of our security could result in a violation of
applicable privacy and other laws, significant legal and financial exposure, damage to our reputation and a loss of confidence in our security measures,
which could harm our business. The regulatory environment related to information security and privacy is increasingly rigorous, with new and constantly
changing requirements applicable to our business, and compliance with those requirements could result in additional costs. Our computer systems have
been, and will likely continue to be, subjected to computer viruses or other malicious codes, unauthorized access attempts and cyber- or phishing-attacks.
These events could compromise ours’ and our customers’ and suppliers’ confidential information, impede or interrupt our business operations, and could
result in other negative consequences, including remediation costs, loss of revenue, litigation and reputational damage. While we have not experienced any
material losses relating to cyber-attacks or other information security breaches to date, we have been the subject of attempted hacking and cyber-attacks and
there can be no assurance that we will not suffer such significant losses in the future. As cyber-attacks become more sophisticated, we expect to incur
increasing costs to strengthen our systems from outside intrusions. While we have implemented administrative and technical controls and have taken other
preventive actions to reduce the risk of cyber incidents and protect our information technology, they may be insufficient to prevent physical and electronic
break-ins, cyber-attacks or other security breaches to our computer systems.

Changes in our customer or product sales mix affect our operating results.    

Our operating results vary according to the amount and type of products we sell to each of our primary customer types: single-family homebuilders,
remodeling contractors, and multi-family, commercial and other contractors. We tend to realize higher gross margins on sales to remodeling contractors due
to the smaller product volumes purchased by those customers, as well as the more customized nature of the projects those customers generally undertake.
Gross margins on sales to single-family, multi-family, commercial and other contractors vary based on a variety of factors, including the purchase volumes
of the individual customer, the mix of products sold to that customer, the cost to serve that customer, the size and selling price of the project being
constructed and the number of upgrades added to the project before or during its construction.

We generate significant business from the large single-family homebuilders; however, our gross margins on sales to them tend to be lower than our
gross margins on sales to other market segments. A shift in our sales mix towards the larger homebuilders could negatively impact our gross margins.

In addition, we typically realize higher gross margins on more highly engineered and customized products, or ancillary products that are often
purchased based on convenience and are therefore less price sensitive to our customers. For example, sales of lumber and lumber sheet goods tend to
generate lower gross margins due to their commodity nature and the relatively low switching costs of sourcing those products from different suppliers.
Structural components and millwork, doors and windows often generate higher gross margins relative to other products. A shift in our sales mix towards
the lumber and lumber sheet goods product category could negatively impact our gross margins.
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The implementation of our supply chain and technology initiatives could disrupt our operations, and these initiatives might not provide the anticipated
benefits or might fail.

We have made, and we plan to continue to make, significant investments in our supply chain and technology. These initiatives are designed to
streamline our operations to allow our employees to continue to provide high quality service to our customers, while simplifying customer interaction and
providing our customers with a more interconnected purchasing experience. The cost and potential problems and interruptions associated with the
implementation of these initiatives, including those associated with managing third-party service providers and employing new web-based tools and
services, could disrupt or reduce the efficiency of our operations. In the event that we continue to grow, there can be no assurance that we will be able to
keep up, expand or adapt our IT infrastructure to meet evolving demand on a timely basis and at a commercially reasonable cost, or at all. In addition, our
improved supply chain and new or upgraded technology might not provide the anticipated benefits, it might take longer than expected to realize the
anticipated benefits or the initiatives might fail altogether.

Furthermore, our customers are continuing to increasingly demand and rely on increased technology in their operations. We anticipate digitization
trends in the home-building industry to continue and have made significant investments in technology solutions to further drive digitization of the home-
building industry. While we believe such trends present opportunities for our business, we may be unsuccessful in keeping pace with the development of
such technologies, which could result in loss of customers.

We occupy most of our facilities under long-term non-cancelable leases. We may be unable to renew leases at the end of their terms. If we close a
facility, we are still obligated under the applicable lease.

Most of our facilities are leased. Many of our leases are non-cancelable, typically have initial expiration terms ranging from five to 15 years and
most provide options to renew for specified periods of time. We believe that leases we enter into in the future will likely be for similar terms (five to 15
years), will be non-cancelable and will feature similar renewal options. If we close or idle a facility we would remain committed to perform our obligations
under the applicable lease, which would include, among other things, payment of the base rent, insurance, taxes and other expenses on the leased property
for the balance of the lease term. We have closed or idled a number of facilities for which we continue to remain liable. Our obligation to continue making
rental payments with respect to leases for closed or idled facilities could have a material adverse effect on our business and results of operations. At the end
of a lease term, for those locations where we have no renewal options remaining, we may be unable to renew the lease without additional cost, if at all. If
we are unable to renew our facility leases, we may close or, if possible, relocate the facility, which could subject us to additional costs and risks which
could have a material adverse effect on our business. Additionally, the revenue and profit generated at a relocated facility may not equal the revenue and
profit generated at the former operation.

Integrating the business of BMC into our existing business may be more difficult, costly or time-consuming than expected, and we may fail to realize
the anticipated benefits of the BMC Merger, which may adversely affect our business results and negatively affect the value of our common stock
following the BMC Merger.

The success of the BMC Merger will depend on, among other things, our continued ability to integrate the business of BMC into our existing
business in a manner that facilitates growth opportunities and realizes cost savings. Our goal is to achieve the anticipated growth and cost savings without
adversely affecting current revenues and investments in future growth. While our integration of BMC has been largely successful to date, anticipated
growth and cost savings, may be lower than what we expect and may take longer to achieve than anticipated, which could have an adverse effect on our
revenues, level of expenses and operating results.

In addition, the continued integrating of the business of BMC into our existing business may result in additional and unforeseen expenses, and the
anticipated benefits of our integration plan may not be fully realized. If we are not able to adequately address integration challenges, we may be unable to
fully realize the anticipated benefits of the integration of BMC’s operations into our existing business. If we are not able to successfully achieve these
objectives, the anticipated benefits of the BMC Merger may not be realized fully, or may take longer to realize than expected. An inability to realize the full
extent of the anticipated benefits of the BMC Merger, as well as any delays encountered in the integration process, could have an adverse effect upon our
revenues, level of expenses and operating results, which may adversely affect the value of our common stock.

We will incur significant integration costs in connection with the BMC Merger.

We have incurred and expect to incur a number of non-recurring costs associated with combining the operations of BMC into our existing
operations. These costs and expenses include fees paid to financial, legal and accounting advisors, facilities and systems consolidation costs, severance and
other potential employment-related costs, and other related charges. There are also a large number of processes, policies, procedures, operations,
technologies and systems that must be integrated as part of integrating BMC’s operations into our existing operations. While we anticipated that a certain
level of expenses would be incurred in connection with the BMC Merger, there are many factors beyond our control that could affect the total amount or
the timing of the integration and implementation expenses.
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There may also be additional unanticipated significant costs in connection with the BMC Merger that we may not recoup. These costs and expenses

could reduce the realization of efficiencies, strategic benefits and additional income we expect to achieve from the BMC Merger. Although we expect that
these benefits will offset the transaction expenses and implementation costs over time, this net benefit may not be achieved in the near term or at all

Financial and Liquidity Risks

Our level of indebtedness could adversely affect our ability to raise additional capital to fund our operations, limit our ability to react to changes in the
economy or our industry, and prevent us from meeting our obligations under our debt instruments.

As of December 31, 2021, our debt totaled $2,957.3 million, which includes $206.8 million of finance lease and other finance obligations. As of
December 31, 2021, we also had a $1.4 billion revolving credit facility which was extended in December 2021 to a maturity date of December 17, 2026
(“2026 facility”) and increased on February 4, 2022 to $1.8 billion. We had $588.0 million in outstanding borrowings and $126.4 million of letters of credit
outstanding as of December 31, 2021 under the 2026 facility. In addition, we also have $472.0 million in obligations under operating leases. Subsequent to
December 31, 2021, the Company also completed a private offering of an additional $300.0 million in aggregate principal amount of 2032 notes.

Our level of indebtedness could have important consequences to us, including:

 • make it more difficult for us to satisfy our obligations with respect to our other indebtedness, resulting in possible defaults on and
acceleration of such indebtedness;

 • increasing our vulnerability to general economic and industry conditions;

 • requiring a substantial portion of our operating cash flow to be dedicated to the payment of principal and interest on our indebtedness,
therefore reducing our liquidity and our ability to use our cash flow to fund our operations, capital expenditures, future business
opportunities, share repurchases and retirement of debt;

 • exposing us to the risk of increased interest rates, and corresponding increased interest expense, because borrowings under the 2026 facility
are at variable rates of interest;

 • limiting our ability to obtain additional financing for working capital, capital expenditures, debt service requirements, acquisitions, and
general corporate or other purposes;

 • limiting our ability to adjust to changing marketplace conditions and placing us at a competitive disadvantage compared to our competitors
who may have less debt; and

 • limiting our attractiveness as an investment opportunity for potential investors.

In addition, our debt instruments contain cross-default provisions that could result in our debt being declared immediately due and payable under a
number of debt instruments, even if we default on only one debt instrument. In such event, it is possible that we would not be able to satisfy our obligations
under all of such accelerated indebtedness simultaneously.

Our financial condition and operating performance, including that of our subsidiaries, are also subject to prevailing economic and competitive
conditions and to certain financial, business and other factors beyond our control. There are no assurances that we will maintain a level of liquidity
sufficient to permit us to pay the principal, premium and interest on our indebtedness.

If our cash flows and capital resources are insufficient to fund our debt service obligations, we may be forced to reduce or delay capital
expenditures, sell assets, seek additional capital, or restructure or refinance our indebtedness. These alternative measures may not be successful and may
not permit us to meet our scheduled debt service obligations. In the absence of such operating results and resources, we could face substantial liquidity
problems and might be required to dispose of material assets or operations in an effort to meet our debt service and other obligations. The agreements
governing our debt instruments restrict our ability to dispose of assets and to use the proceeds from such dispositions. We may not be able to consummate
those dispositions or be able to obtain the proceeds that we could realize from them, and these proceeds may not be adequate to meet any debt service
obligations then due.

We may have future capital needs and may not be able to obtain additional financing on acceptable terms.

We are substantially reliant on cash on hand and borrowing availability under the 2026 facility, which totaled $728.2 million at December 31, 2021,
to provide working capital and fund our operations. Our working capital requirements are likely to grow as we continue to grow organically and through
acquisitions. Our inability to renew, amend or replace our debt instruments when required or when business conditions warrant could have a material
adverse effect on our business, financial condition and results of operations.
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Economic and credit market conditions, the performance of our industry, and our financial performance, as well as other factors, may constrain our
financing abilities. Our ability to secure additional financing, if available, and to satisfy our financial obligations under indebtedness outstanding from time
to time will depend upon our future operating performance, the availability of credit, economic conditions and financial, business and other factors, many
of which are beyond our control. Significant worsening of current housing market conditions or the macroeconomic factors that affect our industry could
require us to seek additional capital and have a material adverse effect on our ability to secure such capital on favorable terms, if at all.

We may be unable to secure additional financing, financing on favorable terms or our operating cash flow may be insufficient to satisfy our financial
obligations under indebtedness outstanding from time to time. The agreements governing our debt instruments, moreover, restrict the amount of permitted
indebtedness allowed. In addition, if financing is not available when needed, or is available on unfavorable terms, we may be unable to take advantage of
business opportunities, including potential acquisitions, or respond to competitive pressures, any of which could have a material adverse effect on our
business, financial condition, and results of operations. If additional funds are raised through the issuance of additional equity or convertible debt securities,
our stockholders may experience significant dilution.

We may incur additional indebtedness.

We may incur additional indebtedness in the future, including collateralized debt, subject to the restrictions contained in the agreements governing
our debt instruments. If new debt is added to our current debt levels, the related risks that we now face could intensify.

Our debt instruments contain various covenants that limit our ability to operate our business.

Our financing arrangements, including the agreements governing our debt instruments, contain various provisions that limit our ability to, among
other things:

 • transfer or sell assets, including the equity interests of our restricted subsidiaries, or use asset sale proceeds;

 • incur additional debt;

 • pay dividends or distributions on our capital stock or repurchase our capital stock;

 • make certain restricted payments or investments;

 • create liens to secure debt;

 • enter into transactions with affiliates;

 • merge or consolidate with another company or continue to receive the benefits of these financing arrangements under a “change in control”
scenario (as defined in those agreements); and

 • engage in unrelated business activities.

The agreement governing the 2026 facility contains a financial covenant requiring the satisfaction of a minimum fixed charge ratio of 1.00 to 1.00 if
our excess availability falls below the greater of $80.0 million or 10% of the maximum borrowing amount, which was $140.0 million as of December 31,
2021.

These provisions may restrict our ability to expand or fully pursue our business strategies. Our ability to comply with the agreements governing our
debt instruments may be affected by changes in our operating and financial performance, changes in general business and economic conditions, adverse
regulatory developments, a change in control or other events beyond our control. The breach of any of these provisions could result in a default under our
indebtedness, which could cause those and other obligations to become due and payable. If any of our indebtedness is accelerated, we may not be able to
repay it.

Our variable rate indebtedness subjects us to interest rate risk, which could cause our indebtedness service obligations to increase significantly.

Interest rates may increase in the future. As a result, interest rates on our 2026 facility could be higher or lower than current levels.  As of
December 31, 2021, we had approximately $588.0 million, or 19.9%, of our outstanding debt at variable interest rates.  If interest rates increase, our debt
service obligations on the variable rate indebtedness would increase even though the amount borrowed remained the same, and our net income and cash
flows, including cash available for servicing our indebtedness, would correspondingly decrease. Further, an increase in interest rates could also trigger a
limitation on the deductibility of those interest costs, increasing our tax expense and further decreasing our net income and cash flows. In recent years, the
Company has executed several debt transactions designed to reduce debt, extend maturities or lower our interest rates. The Company is likely to execute
similar debt
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transactions in the future. However, there can be no assurance that we will be successful in anticipating the direction of interest rates or changes in market
conditions, which could result in future debt transactions having a material adverse impact on our financial condition, operating results and cash flows.

A 1.0% increase in interest rates on the 2026 facility would result in approximately $5.9 million in additional interest expense annually as we had
$588.0 million in outstanding borrowings as of December 31, 2021. The 2026 facility also assesses variable commitment and outstanding letter of credit
fees based on quarterly average loan utilization.

If the housing market declines, we may be required to take impairment charges relating to our operations or temporarily idle or permanently close
under-performing locations.

If conditions in the housing industry deteriorate we may need to take goodwill and/or asset impairment charges relating to certain of our reporting
units. Any such non-cash charges would have an adverse effect on our financial results. In addition, in response to industry conditions, we may have to
temporarily idle or permanently close certain facilities in under-performing regions. Any such facility closures could have a significant adverse effect on
our financial condition, operating results and cash flows.

We do not have any current plan to pay dividends on our common stock, and as a result, your ability to achieve a return on your investment in our
common stock may be limited to any increases in the price of our common stock.

We anticipate that we will retain future earnings and other cash resources for the future operation and development of our business, including
acquisitions, and to fund potential share repurchases and debt reduction. Accordingly, we do not expect to declare or pay regular cash dividends on our
common stock in the near future. Our board of directors may approve the payment of future dividends after taking into account many factors, including our
operating results, financial condition, current and anticipated cash needs, plans for expansion, and any restrictions on the payment of such dividends by the
terms of our outstanding indebtedness.

Our inability to effectively deploy our excess capital may negatively affect return on equity and stockholder value.

Throughout 2021, we generated significant excess cash flows. Our business plan calls for us to execute a variety of strategies to deploy excess
capital including, but not limited to, continued organic balance sheet growth and the consideration of potential acquisition opportunities to further deploy
our excess capital when we expect such opportunities to significantly enhance long-term stockholder value. We have also repurchased approximately $2.0
billion of our shares since January 2021 and intend to continue repurchasing shares pursuant to the additional $1.0 billion share repurchase authorization
approved by our board of directors and announced on February 18, 2022. Our inability to effectively and timely deploy our excess capital through these
strategies may constrain growth in earnings and return on equity and thereby diminish potential growth in stockholder value.

Legal and Compliance Risks

The nature of our business exposes us to product liability, product warranty, casualty, construction defect, asbestos, vehicle and other claims and legal
proceedings.

We are involved in product liability, product warranty, casualty, construction defect, asbestos, vehicle and other claims relating to the products we
manufacture and distribute, and services we provide or have provided that, if adversely determined, could adversely affect our financial condition,
operating results, and cash flows. We rely on manufacturers and other suppliers to provide us with many of the products we sell and distribute. Because we
have no direct control over the quality of such products manufactured or supplied by such third-party suppliers, we are exposed to risks relating to the
quality of such products. The Company has a number of known and threatened construction defect legal claims. We are also involved in several asbestos
personal injury suits due to the alleged sale of asbestos-containing products by legacy businesses that we acquired.  In addition, we are exposed to potential
claims arising from the conduct of our respective employees and subcontractors, and builders and their subcontractors, for which we may be contractually
liable. Although we currently maintain what we believe to be suitable and adequate insurance in excess of our self-insured amounts, there can be no
assurance that we will be able to maintain such insurance on acceptable terms or that such insurance will provide adequate protection against potential
liabilities. Product liability, product warranty, casualty, construction defect, asbestos, vehicle, and other claims can be expensive to defend and can divert
the attention of management and other personnel for significant periods, regardless of the ultimate outcome. Claims of this nature could also have a
negative impact on customer confidence in our products and our company. In addition, we are involved on an ongoing basis in other types of legal
proceedings, such as workers’ compensation proceedings. We cannot assure you that any current or future claims against us will not adversely affect our
financial condition, operating results and cash flows.
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Federal, state, local and other regulations could impose substantial costs and/or restrictions on our operations that would reduce our net income.

We are subject to various federal, state, local and other regulations, including, among other things, regulations promulgated by the Department of
Transportation and applicable to our fleet of delivery trucks, work safety regulations promulgated by the Department of Labor’s Occupational Safety and
Health Administration, employment regulations promulgated by the United States Equal Employment Opportunity Commission, tariff regulations on
imported products promulgated by the Federal government, accounting standards issued by the Financial Accounting Standards Board (“FASB”) or similar
entities, state and local regulations relating to our escrow business, and state and local zoning restrictions and building codes. More burdensome regulatory
requirements in these or other areas may increase our general and administrative costs and adversely affect our financial condition, operating results and
cash flows. Moreover, failure to comply with the regulatory requirements applicable to our business could expose us to substantial penalties that could
adversely affect our financial condition, operating results and cash flows.

Future changes to tax laws and regulations could have an adverse impact on our business.

We are subject to income and other taxes in the United States. We are subject to ongoing tax audits in various jurisdictions. We regularly assess the
likely outcome of these audits in order to determine the appropriateness of our tax provision. However, there can be no assurance that we will accurately
predict the outcome of these audits, and the amounts ultimately paid upon resolution of audits could be materially different from the amounts previously
included in our income tax expense and therefore could have a material impact on our tax provision, net income and cash flows. In addition, our effective
tax rate in the future could be adversely affected by changes to our operating structure, changes in the valuation of deferred tax assets and liabilities,
changes in tax laws, and the discovery of new information in the course of our tax return preparation. Any future changes in federal and state tax laws and
regulations could have an adverse direct impact on our corporate taxes and/or an adverse indirect impact such as making purchasing a home less attractive,
which could reduce demand for homes. Adverse impacts from any future changes in federal and state laws and regulations on our business could include an
adverse impact on our financial condition, operating results and cash flows.

We are subject to potential exposure to environmental liabilities and are subject to environmental regulation.

We are subject to various federal, state and local environmental laws, ordinances and regulations. Although we believe that our facilities are in
material compliance with such laws, ordinances, and regulations, as owners and lessees of real property, we can be held liable for the investigation or
remediation of contamination on such properties, in some circumstances, without regard to whether we knew of or were responsible for such
contamination. No assurance can be provided that remediation may not be required in the future as a result of spills or releases of petroleum products or
hazardous substances, the discovery of unknown environmental conditions, more stringent standards regarding existing residual contamination, or changes
in legislation, laws, rules or regulations. More burdensome environmental regulatory requirements may increase our general and administrative costs and
adversely affect our financial condition, operating results and cash flows.

General Risks

We may be adversely affected by uncertainty in the economy and financial markets, including as a result of terrorism, unrest, or pandemics.

Instability in the economy and financial markets, including as a result of terrorism, unrest or pandemics, including COVID-19, may result in a
decrease in housing starts, which would adversely affect our business. In addition, such adverse developments, may cause unpredictable or unfavorable
economic conditions and could have a material adverse effect on our financial condition, operating results, and cash flows. Any shortages of fuel or
significant fuel cost increases related to geopolitical conditions, or other factors, could seriously disrupt our ability to distribute products to our customers.
In addition, domestic terrorist attacks, civil unrest and outbreaks of disease may affect our ability to keep our operations and services functioning properly
and could have a material adverse effect on our financial condition, operating results and cash flows.

We may be adversely affected by any natural or man-made disruptions to our operations and our distribution and manufacturing facilities.

We currently maintain a broad network of distribution and manufacturing facilities throughout the U.S. Any widespread disruption to our operations
resulting from fire, earthquake, weather-related events (such as tornadoes, hurricanes, flooding and other storms), other natural disasters, an act of terrorism
or any other cause could damage multiple facilities and a significant portion of our inventory and could materially impair our ability to distribute our
products to customers. Moreover, we could incur significantly higher costs and longer lead times associated with distributing our products to our customers
during the time that it takes for us to
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reopen or replace a damaged facility. If any of these events were to occur, our financial condition, operating results and cash flows could be materially
adversely affected.

In addition, general weather patterns affect our operating results throughout the year, with adverse weather historically reducing construction activity
in the first and fourth quarters in the regions in which we primarily operate. Adverse weather events, natural disasters or similar events, including as a result
of climate change, could generally reduce or delay construction activity, which could adversely impact our financial condition, operating results and cash
flows. Furthermore, if certain regions where we have made significant investments become less desirable for new home building due to the frequency of
adverse weather events or climate change, we could incur significant losses at our facilities throughout these regions

The price of our common stock is volatile and may decline.

The market price of our common stock historically has experienced and may continue to experience significant price fluctuations similar to those
experienced by the broader stock market in recent years. For example, between January 1, 2021 and December 31, 2021, the closing price of our common
stock on the NASDAQ (through July 16, 2021) or on the NYSE (from July 19, 2021) ranged from $37.94 to $85.71 per share. In addition, the price of our
common stock may fluctuate significantly in response to various factors, including:

 • actual or anticipated fluctuations in our results of operations;

 • announcements by us or our competitors of significant business developments, changes in customer relationships, acquisitions, or expansion
plans;

 • changes in the prices of products we sell;

 • involvement in litigation;

 • our sale or repurchases of common stock or other securities in the future;

 • market conditions in our industry;

 • changes in key personnel;

 • changes in market valuation or earnings of our competitors;

 • the trading volume of our common stock;

 • changes in the estimation of the future size and growth rate of our markets; and

 • general economic and market conditions.    

Broad market and industry factors may materially harm the market price of our common stock, regardless of our operating performance. In the past,
following periods of volatility in the market price of a company’s securities, securities class action litigation has often been instituted against that company.

If we were involved in any similar litigation we could incur substantial costs and our management’s attention and resources could be diverted, which
could adversely affect our financial condition, results of operations and cash flows. As a result, it may be difficult for you to resell your shares of common
stock in the future.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

We have a broad network of distribution and manufacturing facilities in 42 states throughout the U.S. Based on available 2021 U.S. Census data, we
have operations in 47 of the top 50 and 85 of the top 100 U.S. Metropolitan Statistical Areas, as ranked by single family housing permits in 2021.

Distribution centers typically include 10 to 15 acres of outside storage, a 45,000 square foot warehouse, 4,000 square feet of office space, and
15,000 square feet of covered storage. The outside area provides space for lumber storage and a staging area for delivery while the warehouse stores
millwork, windows and doors. The distribution centers are usually located in industrial areas with
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low cost real estate and easy access to freeways to maximize distribution efficiency and convenience. Many of our distribution centers are situated on rail
lines for efficient receipt of goods.

Our manufacturing facilities produce trusses, wall panels, engineered wood, windows, pre-hung doors and custom millwork. Where efficient, they
are located on the same premises as our distribution facilities. Truss and panel manufacturing facilities vary in size from 30,000 square feet to
60,000 square feet with eight to 10 acres of outside storage for lumber and for finished goods. Our window manufacturing facility in Houston, Texas is
approximately 200,000 square feet.

We contractually lease approximately 415 facilities and own approximately 150 facilities. These leases typically have an initial lease term of five to
15 years and most provide options to renew for specified periods of time. A majority of our leases provide for fixed annual rentals. Certain of our leases
include provisions for escalating rent, as an example, based on changes in the consumer price index. Most of the leases require us to pay taxes, insurance
and common area maintenance expenses associated with the properties. As described in Note 9 to the consolidated financial statements included in Item 8
of this annual report on Form 10-K, 121 of our leased facilities are subject to a sales-lease back transaction that is accounted for in our financial statements
as owned assets with offsetting financing obligations.

In addition, we operate a fleet of approximately 17,700 rolling stock units, which includes approximately 7,700 trucks and 7,100 forklifts as well as
trailers to deliver products from our distribution and manufacturing centers to our customers’ job sites. Through our emphasis on local market flexibility
and strategically placed locations, we minimize shipping and freight costs while maintaining a high degree of local market expertise. Through knowledge
of local homebuilder needs, customer coordination and rapid restocking ability, we reduce working capital requirements and guard against out-of-stock
products. We believe that this reliability is highly valued by our customers and reinforces customer relationships.

Item 3. Legal Proceedings

The Company has a number of known and threatened construction defect legal claims. While these claims are generally covered under the
Company’s existing insurance programs to the extent any loss exceeds the deductible, there is a reasonable possibility of loss that is not able to be
estimated at this time because (i) many of the proceedings are in the discovery stage, (ii) the outcome of future litigation is uncertain, and/or (iii) the
complex nature of the claims.  Although the Company cannot estimate a reasonable range of loss based on currently available information, the resolution of
these matters could have a material adverse effect on the Company's financial position, results of operations or cash flows.

In addition, we are involved in various other claims and lawsuits incidental to the conduct of our business in the ordinary course. We carry insurance
coverage in such amounts in excess of our self-insured retention as we believe to be reasonable under the circumstances and that may or may not cover any
or all of our liabilities in respect of such claims and lawsuits. Although the ultimate disposition of these other proceedings cannot be predicted with
certainty, management believes the outcome of any such claims that are pending or threatened, either individually or on a combined basis, will not have a
material adverse effect on our consolidated financial position, cash flows or results of operations.  However, there can be no assurances that future adverse
judgments and costs would not be material to our results of operations or liquidity for a particular period.

Although our business and facilities are subject to federal, state and local environmental regulation, environmental regulation does not have a
material impact on our operations. We believe that our facilities are in material compliance with such laws and regulations. As owners and lessees of real
property, we can be held liable for the investigation or remediation of contamination on such properties, in some circumstances without regard to whether
we knew of or were responsible for such contamination. Our current expenditures with respect to environmental investigation and remediation at our
facilities are minimal, although no assurance can be provided that more significant remediation may not be required in the future as a result of spills or
releases of petroleum products or hazardous substances or the discovery of unknown environmental conditions.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is traded on the NYSE under the symbol “BLDR”. The approximate number of stockholders of record of our common stock as
of February 23, 2022 was 96.

We currently do not pay dividends. Any future determination relating to dividend policy will be made at the discretion of our board of directors and
will depend on a number of factors, including restrictions in our debt instruments, as well as our future earnings, capital requirements, financial condition,
prospects and other factors that our board of directors may deem relevant. Our debt agreements currently restrict our ability to pay dividends. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources” contained in Item 7 of this
annual report on Form 10-K.

The graph below matches the cumulative 5-Year total return of holders of Builders FirstSource, Inc.’s common stock with the cumulative total
returns of the Russell 2000 index and the S&P 600 Building Products index. The graph assumes that the value of the investment in our common stock, in
each index, and in the peer group (including reinvestment of dividends) was $100 on December 31, 2016 and tracks it through December 31, 2021.
 

 
   12/16    12/17    12/18    12/19    12/20    12/21
Builders FirstSource, Inc.    100.00     198.63     99.45     231.63     372.01     781.31
Russell 2000    100.00     114.65     102.02     128.06     153.62     176.39
S&P 600 Building Products Index    100.00     108.38     78.68     99.77     126.08     157.71
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The stock price performance included in this graph is not necessarily indicative of future stock price performance.

The information regarding securities authorized for issuance under equity compensation plans appears in our definitive proxy statement for our
annual meeting of stockholders to be held on June 14, 2022 under the caption “Equity Compensation Plan Information,” which information is incorporated
herein by reference.

Company Stock Repurchases

The following table provides information with respect to our purchases of Builders FirstSource, Inc. common stock during the fourth quarter of
fiscal year 2021:

Period
 Total Number of Shares

Purchased   

Average Price Paid per
Share

(including fees)   

Total Number of Shares
Purchased as Part of

Publicly Announced Plans
or Programs   

Approximate Dollar Value
of Shares That May Yet be

Purchased Under the
Plans or Programs  

October 1, 2021 — October 31, 2021   4,475,045  $ 56.01   4,474,200  $ 171,531,266 
November 1, 2021 — November 30, 2021   3,128,981   70.10   3,128,800   952,276,139 
December 1, 2021 — December 31, 2021   8,898,768   78.65   8,898,000   252,635,195 

Total   16,502,794  $ 70.89   16,501,000  $ 252,635,195  

In the fourth quarter of 2021, 16,501,000 share were repurchased and retired pursuant to the total $2.0 billion share repurchase plan authorized by
our board of directors, including an incremental $1.0 billion share repurchase authorization in November 2021. The remaining 1,794 shares presented in the
table above represent shares tendered in order to meet tax withholding requirements for restricted stock units vested.

Item 6. Reserved
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our financial condition and results of operations should be read in conjunction with the consolidated financial
statements and related footnotes contained in Item 8. Financial Statements and Supplementary Data of this annual report on Form 10-K. See “Risk Factors”
contained in Item 1A. Risk Factors of this annual report on Form 10-K and “Cautionary Statement” contained in Item 1. Business of this annual report on
Form 10-K for a discussion of the uncertainties, risks and assumptions associated with these statements.

OVERVIEW

We are a leading supplier and manufacturer of building materials, manufactured components and construction services to professional contractors,
sub-contractors and consumers. The Company operates approximately 565 locations in 42 states across the United States. Given the span and depth of our
geographical reach, our locations are organized into three geographical divisions (East, Central, and West), which were also our operating segments. All of
our segments have similar customers, products and services, and distribution methods. Due to the similar economic characteristics, categories of products,
distribution methods and customers, our operating segments are aggregated into one reportable segment.

We offer an integrated solution to our customers providing manufacturing, supply and installation of a full range of structural and related building
products. Our manufactured products include our factory-built roof and floor trusses, wall panels, vinyl windows, custom millwork and trim, as well as
engineered wood that we design, cut, and assemble for each home. We also assemble interior and exterior doors into pre-hung units. Additionally, we
supply our customers with a broad offering of professional grade building products not manufactured by us, such as dimensional lumber and lumber sheet
goods and various window, door and millwork lines along with other various building products. Our full range of construction-related services includes
professional installation, turn-key framing and shell construction, and spans all our product categories.

We group our building products into six product categories:

 • Lumber & Lumber Sheet Goods. Lumber & lumber sheet goods include dimensional lumber, plywood, and OSB products used in on-site
house framing.  

 • Manufactured Products. Manufactured products consist of wood floor and roof trusses, steel roof trusses, wall panels, and engineered wood.

 • Windows, Door & Millwork. Windows & doors are comprised of the manufacturing, assembly, and distribution of windows and the assembly
and distribution of interior and exterior door units. Millwork includes interior and exterior trim and custom features that we manufacture,
such as intricate mouldings, stair parts, and columns.  

 • Gypsum, Roofing & Insulation. Gypsum, roofing, & insulation include wallboard, ceilings, joint treatment and finishes.  

 • Siding, Metal, and Concrete. Siding, metal, and concrete includes vinyl, composite, and wood siding, exterior trim, other exteriors, metal
studs and cement.

 • Other Building Products & Services. Other building products & services are comprised of products such as cabinets and hardware as well as
services such as turn-key framing, shell construction, design assistance, and professional installation spanning the majority of our product
categories, as well as revenue from our Paradigm subsidiary.

Our operating results are dependent on the following trends, strategies, events and uncertainties, some of which are beyond our control:

 • Homebuilding Industry and Market Competition. Our business is driven primarily by the residential new construction market and the
residential repair and remodel market, which are in turn dependent upon a number of factors, including demographic trends, interest rates,
consumer confidence, employment rates, housing affordability, household formation, land development costs, the availability of skilled
construction labor, and the health of the economy and mortgage markets. According to the U.S. Census Bureau, annual U.S. total and single-
family housing starts were 1.6 million and 1.1 million, respectively, in 2021. Due to increased competition for homebuilder business and
cyclical fluctuations in commodity prices, we may experience pressure on our gross margins. In addition to these factors, there has been a
trend of consolidation within the building products supply industry. However, our industry remains highly fragmented and competitive and
we will continue to face significant competition from local and regional suppliers. We believe there are several meaningful trends that
indicate U.S. housing demand will continue to grow, including historically low interest rates, the aging of housing stock, and normal
population growth due to immigration and birthrate exceeding death rate. Building upon the current rate of market growth, industry
forecasters, including the National Association of Homebuilders (“NAHB”), expect to see continued increases in housing demand over the
next year.
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 • Effect of COVID-19 Pandemic. In March of 2020, the U.S. economy began to see significant disruption, uncertainty and record high levels of
unemployment as a result of the COVID-19 pandemic. While the COVID-19 pandemic has not had a materially adverse impact on our
financial results to date, the extent and duration of any future impact resulting from the pandemic is not fully known, and we may experience
a decline in housing starts, reduced sales demand, volatility in commodity prices, challenges in the supply chain, labor shortages, increased
margin pressures and/or increased operating costs as a result.

 • Targeting Large Production Homebuilders. The homebuilding industry continues to undergo consolidation, and the larger homebuilders
continue to increase their market share. We expect that trend to continue as larger homebuilders have better liquidity and land positions
relative to the smaller, less capitalized homebuilders. Our focus is on maintaining relationships and market share with these customers while
balancing the competitive pressures we are facing in servicing large homebuilders with certain profitability expectations. Additionally, we
have been successful in expanding our custom homebuilder base while maintaining acceptable credit standards.

 • Repair and remodel end market.  Although the repair and remodel end market is influenced by housing starts to a lesser degree than the
homebuilding market, the repair and remodel end market is still dependent upon some of the same factors as the homebuilding market,
including demographic trends, interest rates, consumer confidence, employment rates and the health of the economy and home financing
markets. The repair and remodel end market has been impacted by the COVID-19 pandemic and while the extent of this impact and related
uncertainties are yet to be fully known, we may experience reduced sales demand, challenges in the supply chain, increased margin pressures
and/or increased operating costs in this area of our business as a result.  We expect that our ability to remain competitive in this space will
depend on our continued ability to provide a high level of customer service coupled with a broad product offering.  

 • Use of Prefabricated Components. Homebuilders are increasingly using prefabricated components in order to realize increased efficiency,
overcome skilled construction labor shortages and improve quality. Shortening cycle time from start to completion is a key imperative of the
homebuilders during periods of strong consumer demand. We continue to see the demand for prefabricated components increasing within the
residential new construction market as the availability of skilled construction labor remains limited.

 • Economic Conditions. Economic changes both nationally and locally in our markets impact our financial performance. The building products
supply industry is highly dependent upon new home construction and subject to cyclical market changes. Our operations are subject to
fluctuations arising from changes in supply and demand, national and local economic conditions, labor costs and availability, competition,
government regulation, trade policies, rising inflation and other factors that affect the homebuilding industry such as demographic trends,
interest rates, housing starts, the high cost of land development, employment levels, consumer confidence, and the availability of credit to
homebuilders, contractors, and homeowners. The disruptions and uncertainties as a result of the ensuing COVID-19 pandemic may have a
significant impact on our future operating results.

 • Housing Affordability. The affordability of housing can be a key driver in demand for our products. Home affordability is influenced by a
number of economic factors, such as the level of employment, consumer confidence, consumer income, supply of houses, the availability of
financing and interest rates. Changes in the inventory of available homes as well as economic factors relative to home prices could result in
changes to the affordability of homes. As a result, homebuyer demand may shift towards smaller, or larger, homes creating fluctuations in
demand for our products.

 • Cost and/or Availability of Materials. Prices of wood products, which are subject to cyclical market fluctuations, may adversely impact
operating income when prices rapidly rise or fall within a relatively short period of time. We purchase certain materials, including lumber
products, which are then sold to customers as well as used as direct production inputs for our manufactured and prefabricated products. Short-
term changes in the cost and/or availability of these materials, some of which are subject to significant fluctuations, are oftentimes passed on
to our customers, but our pricing quotation periods and market competition may limit our ability to pass on such price changes. We may also
be limited in our ability to pass on increases on in-bound freight costs on our products. We may also be limited in our ability to find suitable
products for our customers and may be forced to provide other materials as substitution for contracted orders. Our inability to pass on
material price increases to our customers could adversely impact our operating results.

 • Controlling Expenses. Another important aspect of our strategy is controlling costs and striving to be a low-cost building materials supplier in
the markets we serve. We pay close attention to managing our working capital and operating expenses. Further, we pay careful attention to
our logistics function and its effect on our shipping and handling costs.  

 • Multi-Family and Light Commercial Business. Our primary focus has been, and continues to be, on single-family residential new construction
and the repair and remodel end market. However, we will continue to identify opportunities for profitable growth in the multi-family and light
commercial markets.

27



 

 • Capital Structure. We had $2,957.3 million of indebtedness as of December 31, 2021. We strive to optimize our capital structure to ensure
that our financial needs are met in light of economic conditions, business activities, organic investments, opportunities for growth through
acquisition and the overall risk characteristics of our underlying assets. In addition to these factors, we also evaluate our capital structure on
the basis of our leverage ratio, our liquidity position, our debt maturity profile and market interest rates. As such, we may enter into various
debt or equity transactions in order to appropriately manage and optimize our capital structure and liquidity needs.

RECENT DEVELOPMENTS

BMC Merger & Other Acquisitions

On January 1, 2021, we completed our all stock merger transaction with BMC. During the twelve months ended December 31, 2021, we have also
completed six other acquisitions. The BMC Merger and the other acquisitions were accounted for using the acquisition method of accounting, with
Builders FirstSource, Inc. as the accounting acquirer. The operating results of BMC are included as part of the Company beginning on January 1, 2021,
while the results of the other acquired companies are included from the date of each acquisition and as such, the historical financial condition, results of
operations and cash flows of the Company presented in this annual report Form 10-K for periods prior to that date do not include BMC or the other
acquired companies. These transactions are described in Note 3 to the consolidated financial statements included in Item 8 of this annual report on Form
10-K.

COVID-19 Pandemic

Despite experiencing disruptions to our operations and implementing a number of health and safety precautions as a result of the COVID-19
pandemic, our financial results and financial condition were not materially adversely affected by the pandemic. Furthermore, housing starts and repair and
remodeling activity generally increased throughout our markets despite the pandemic.

Despite the limited impact of the COVID-19 pandemic on our financial results, the extent to which the pandemic may impact our results in future
periods is uncertain and will depend upon, among other things, the duration and severity of the outbreak or subsequent outbreaks, related government
responses, the pace of recovery of economic activity and the impact to consumers, and contributing effects of the pandemic including any potential supply
disruptions, labor shortages, inflation, and the impact of housing starts and repair and remodeling activity, all of which are uncertain and difficult to predict
in light of the rapidly evolving landscape. Refer to Part I, Item 1A. Risk Factors for a full discussion of the risks associated with the COVID-19 pandemic.

 

Company Shares Repurchases

Subsequent to year-end, on February 18, 2022, the Company announced that its board of directors authorized the repurchase of an additional $1.0
billion of its shares of common stock. This authorization is in addition to the two previous $1.0 billion authorizations in 2021, which were completed on
January 12, 2022.

These transactions are described in Note 15 to the consolidated financial statements included in Item 8 of this annual report on Form 10-K.

Debt Transactions

During the year ended December 31, 2021, the Company executed several debt transactions, including the issuance of $1.0 billion in aggregate
principal amount of 4.25% senior unsecured notes due 2032 (“2032 notes”), redemption of $165.0 million in outstanding aggregate principal amount of
6.75% senior secured notes due 2027 (“2027 notes”), and amendments to our 2026 facility to both extend maturity and increase the total commitments.

Subsequent to year-end, on January 21, 2022, the Company completed a private offering of an additional $300.0 million in aggregate principal
amount of 2032 notes at an issue price equal to 100.50% of par value.

On February 4, 2022, the Company amended the 2026 facility to increase the total commitments by an aggregate amount of $400.0 million resulting
in a new $1.8 billion amended credit facility.

These transactions are described in Notes 8 and 15 to the consolidated financial statements included in Item 8 of this annual report on Form 10-K.
Collectively, these transactions have extended our debt maturity. From time to time, based on market conditions and other factors and subject to compliance
with applicable laws and regulations, the Company may repurchase or call our notes, repay debt, repurchase shares of our common stock or otherwise enter
into transactions regarding its capital structure.
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CURRENT OPERATING CONDITIONS AND OUTLOOK

According to the U.S. Census Bureau, actual U.S. total housing starts for the year ended December 31, 2021 were 1.6 million, an increase of 15.8%
compared to the year ended December 31, 2020. Actual U.S. single-family housing starts for the year ended December 31, 2021 were 1.1 million, an
increase of 13.6% compared to the year ended December 31 2020. A composite of third party sources, including the NAHB, are forecasting 1.7 million
U.S. total housing starts and 1.2 million U.S. single-family housing starts for 2022, which are increases of 4.0% and 4.0%, respectively, from 2021. In
addition, in its September 2021 semi-annual forecast, the Home Improvement Research Institute (“HIRI”) forecasted sales in the professional repair and
remodel end market to increase approximately 7.1% in 2022 compared to 2021.

Our net sales for the year ended December 31, 2021 increased 132.4% over the same period last year. The significant increase was primarily driven
by acquisitions with our BMC Merger accounting for 76.6% of our sales growth in the year ended December 31, 2021, while commodity price inflation
accounted for another 30.2%. The remainder of the increase was a result of core organic sales growth primarily in the single-family customer segment. Our
gross margin percentage increased by 3.4% during the year ended December 31, 2021 compared to the year ended December 31, 2020, primarily
attributable to effective pricing relative to the impact of commodity inflation, as well as growth in value-added product categories. Our selling, general and
administrative expenses, as a percentage of net sales, were 17.4% in 2021, a 2.2% decrease from 19.6% in 2020, primarily driven by cost leverage on
increased net sales in the year ended December 31, 2021 compared to the year ended December 31, 2020.

We believe the long-term outlook for the housing industry is positive due to growth in the underlying demographics compared to historical new
construction levels, despite the uncertainty in the industry at the outset of the COVID-19 pandemic. We feel we are well-positioned to take advantage of the
construction activity in our markets and to increase our market share, which may include strategic acquisitions. We will continue to focus on working
capital by closely monitoring the credit exposure of our customers, remaining focused on maintaining the right level of inventory and by working with our
vendors to improve payment terms and pricing on our products. We strive to achieve the appropriate balance of short-term expense control while
maintaining the expertise and capacity to grow the business as market conditions expand.

RESULTS OF OPERATIONS

A discussion regarding our financial condition and results of operations for the year ended December 31, 2021 compared to the year ended
December 31, 2020 is presented below. A discussion regarding our financial condition and results of operations for the year ended December 31, 2020
compared to the year ended December 31, 2019 can be found under Item 7 of Part II of our Annual Report on Form 10-K, as amended for the fiscal year
ended December 31, 2020, filed with the SEC on February 21, 2021, with such amendment filed with the SEC on July 21, 2021.
 

2021 Compared with 2020

The following table sets forth the percentage relationship to net sales of certain costs, expenses and income items for the years ended December 31:
  2021   2020  

Net sales   100.0%   100.0%
Cost of sales   70.6%   74.0%

Gross margin   29.4%   26.0%
Selling, general and administrative expenses   17.4%   19.6%

Income from operations   12.0%   6.4%
Interest expense, net   0.7%   1.6%
Income tax expense   2.6%   1.1%

Net income   8.7%   3.7%
 
Net Sales. Net sales for the year ended December 31, 2021 were $19.9 billion, a 132.4% increase from net sales of $8.6 billion for 2020. The BMC

Merger and commodity price inflation increased net sales by 76.6% and 30.2%, respectively. The remaining increase in sales is attributable to core organic
growth in our single family customer segment and net sales from other acquisitions.
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The following table shows net sales classified by major product category for the years ended December 31, (dollars in millions):
 
 Twelve Months Ended December 31,      
 2021   2020      

 Net Sales   
% of

Net Sales   Net Sales   
% of

Net Sales   % Change  
Lumber & lumber sheet goods $ 8,412.2   42.3%  $ 3,076.4   35.9%   173.4%
Manufactured products  4,333.3   21.8%   1,640.5   19.2%   164.1%
Windows, doors & millwork  3,332.0   16.7%   1,629.2   19.0%   104.5%
Siding, metal & concrete products  1,531.1   7.7%   773.6   9.0%   97.9%
Gypsum, roofing & insulation  656.4   3.3%   514.6   6.0%   27.6%
Other building products & services  1,628.9   8.2%   924.6   10.9%   76.2%

Net sales $ 19,893.9   100.0%  $ 8,558.9   100.0%   132.4%
 

We achieved increased net sales in all of our product categories, primarily due to the BMC Merger, commodity inflation and core organic sales
growth.

Gross Margin. Gross margin increased $3.6 billion to $5.9 billion, driven primarily by the BMC Merger, commodity price inflation, and core
organic sales growth. Our gross margin percentage increased to 29.4% in 2021 from 26.0% in 2020, a 3.4% increase. This increase was primarily
attributable to pricing relative to the impact of commodity price inflation, as well as growth particularly in value-added product categories.

Selling, General and Administrative Expenses. Selling, general and administrative expenses increased $1.8 billion, or 106.3%, and as a percentage
of net sales decreased to 17.4% from 19.6% in 2020. This increase in expenses was primarily due to the BMC Merger, which accounted for approximately
73% of the increase including an increase of $387.4 million in related depreciation and amortization expense, and higher variable compensation costs as a
result of higher sales and profitability.

Interest Expense, Net. Interest expense was $135.9 million in 2021, an increase of $0.2 million from 2020. Interest expense increased primarily due
to higher debt balances in 2021 compared to 2020, offset by one-time charges of $29.4 million related to debt transactions executed in 2020, compared to
one-time charges of $8.1 million related to debt transactions executed in 2021.

Income Tax Expense. We recorded income tax expense of $526.1 million during the year ended December 31, 2021 compared to income tax expense
of $94.6 million during the year ended December 31, 2020, an increase of $431.5 million, driven by an increase in income before income taxes in the
current period. Our effective tax rate was approximately 23% in both 2021 and 2020.

LIQUIDITY AND CAPITAL RESOURCES

Our primary capital requirements are to fund working capital needs and operating expenses, meet required interest and principal payments, and to
fund capital expenditures and potential future growth opportunities. Our capital resources at December 31, 2021 consist of cash on hand and borrowing
availability under our 2026 facility.

Our 2026 facility will be primarily used for working capital, general corporate purposes, and funding capital expenditures and growth opportunities.
In addition, we may use the 2026 facility to facilitate debt consolidation. Availability under the 2026 facility is determined by a borrowing base. Our
borrowing base consists of trade accounts receivable, inventory, other receivables which include progress billings and credit card receivables, and qualified
cash that all meet specific criteria contained within the credit agreement, minus agent specified reserves. Net excess borrowing availability is equal to the
maximum borrowing amount minus outstanding borrowings and letters of credit.
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The following table shows our borrowing base and excess availability as of December 31, 2021 and 2020 (in millions):

  December 31,
2021   December 31,

2020  

Accounts receivable availability  $ 1,032.9  $ 608.8 
Inventory availability   1,125.3   514.7 
Other receivables availability   110.8   50.9 

Gross availability   2,269.0   1,174.4 
Less:         

Agent reserves   (66.6)   (40.6)
Plus:         

Cash in qualified accounts   11.3   413.9 
Borrowing base   2,213.7   1,547.7 
Aggregate revolving commitments   1,400.0   900.0 
Maximum borrowing amount (lesser of borrowing base and
    aggregate revolving commitments)   1,400.0   900.0 
Less:         

Outstanding borrowings   (588.0)   (75.0)
Letters of credit   (126.4)   (78.0)

Net excess borrowing availability on revolving facility  $ 685.6  $ 747.0
 

 
As of December 31, 2021, we had $588.0 million in outstanding borrowings under our 2026 facility and our net excess borrowing availability was

$685.6 million after being reduced by outstanding letters of credit of approximately $126.4 million. Excess availability must equal or exceed a minimum
specified amount, currently $140.0 million, or we are required to meet a fixed charge coverage ratio of 1:00 to 1:00. We were not in violation of any
covenants or restrictions imposed by any of our debt agreements at December 31, 2021.

Liquidity

Our liquidity at December 31, 2021 was $728.2 million, which consists of net borrowing availability under the 2026 facility and cash on hand.

Our level of indebtedness results in significant interest expense and could have the effect of, among other things, reducing our flexibility to respond
to changing business and economic conditions. From time to time, based on market conditions and other factors and subject to compliance with applicable
laws and regulations, the Company may repurchase or call our notes, repay debt, or otherwise enter into transactions regarding its capital structure.

Should the current industry conditions deteriorate or we pursue additional acquisitions, we may be required to raise additional funds through the sale
of capital stock or debt in the public capital markets or in privately negotiated transactions. There can be no assurance that any of these financing options
would be available on favorable terms, if at all. Alternatives to help supplement our liquidity position could include, but are not limited to, idling or
permanently closing additional facilities, adjusting our headcount in response to current business conditions, attempts to renegotiate leases, managing our
working capital and/or divesting of non-core businesses. There are no assurances that these steps would prove successful or materially improve our
liquidity position.

On February 4, 2022, the Company amended the 2026 facility to increase the total commitments by an aggregate amount of $400.0 million resulting
in a new $1.8 billion amended credit facility.
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Consolidated Cash Flows

A discussion regarding our consolidated cash flows for the year ended December 31, 2021 compared to the year ended December 31, 2020 is
presented below. A discussion regarding our consolidated cash flows for the year ended December 31, 2020 compared to the year ended December 31,
2019 can be found under Item 7 of Part II of our Annual Report on Form 10-K, as amended for the fiscal year ended December 31, 2020, filed with the
SEC on February 21, 2021, with such amendment filed with the SEC on July 21, 2021.

2021 Compared with 2020

Cash provided by operating activities was $1.7 billion in 2021, compared to cash provided by operating activities of $260.1 million in 2020. The
increase in cash used in operating activities was largely the result of an increase in net income in 2021, exceeding the net income in 2020.

For the year ended December 31, 2021 the Company used $1.3 billion in cash in investing activities, $1.2 billion more than the same period in the
prior year. Of this increase, $1.2 billion more was spent on acquisitions and $110.7 million more as a net investment in property, plant and equipment.
Offsetting these increases in cash used for investing activities was cash acquired from the Gypsum Divestiture.

Cash used in financing activities was $780.1 million in 2021, which consisted primarily of $1.7 billion in repurchases of common stock, cash used
to extinguish $359.8 million of debt acquired in the BMC Merger and the redemption of $165.0 million of the Company’s 2027 notes, partially offset by
cash received from the issuance of $1.0 billion of 2032 notes and net borrowings under the 2026 facility of $513.0 million. Cash provided by financing
activities was $285.9 million for 2020, which was primarily related to the net proceeds received from the Company’s financing transactions during the
period, including the issuance of $550.0 million in 2030 notes and $350.0 million of 2027 notes. The proceeds from these issuances were offset by the
redemption of the remaining $503.9 million of 2024 notes, repayment of the remaining $52.0 million term loan, and partial redemption of $47.5 million of
2027 notes. These transactions are described in Note 8 to the consolidated financial statements included in Item 8 of this annual report on Form 10-K.

Capital Expenditures

Capital expenditures vary depending on prevailing business factors, including current and anticipated market conditions. Historically, capital
expenditures have, for the most part, remained at relatively low levels in comparison to the operating cash flows generated during the corresponding
periods. We expect our 2022 capital expenditures to be in the range of approximately $400 million to $420 million primarily related to rolling stock,
equipment and facility expansion and improvements to support our operations.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies are those that both are important to the accurate portrayal of a company’s financial condition and results, and require
subjective or complex judgments, often as a result of the need to make estimates about the effect of matters that are inherently uncertain.

In order to prepare financial statements that conform to generally accepted accounting principles, we make estimates and assumptions that affect the
amounts reported in our financial statements and accompanying notes. Certain estimates are particularly sensitive due to their significance to the financial
statements and the possibility that future events may be significantly different from our expectations.

We have identified the following accounting policy that requires us to make the most subjective or complex judgments in order to fairly present our
consolidated financial position and results of operations.

Business Combinations

We allocate the purchase price of acquired companies to the assets acquired and liabilities assumed based on estimated fair values at the acquisition
date, with the excess of purchase price over the estimated fair value of the identifiable net assets acquired recorded as goodwill. The allocation of the
purchase price requires us to make significant estimates and assumptions to determine the fair value of assets acquired and liabilities assumed and the
related useful lives of the acquired assets, when applicable, as of the acquisition date.
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Examples of critical estimates used in valuing certain of the intangible assets we have acquired or may acquire in the future include, but are not
limited to, future expected cash flows, trade names and customer relationships, the period of time the acquired trade names and customer relationships will
continue to be used, anticipated customer attrition rates, and discount rates used to determine the present value of estimated future cash flows. We engage
third-party valuation experts to assist in determining the fair value associated with our business combinations and related identifiable intangible assets.
These estimates are inherently uncertain and unpredictable, and if different estimates were used, the purchase price for the acquisition could be allocated to
the acquired assets and assumed liabilities differently from the allocation that we have made.

Future changes in the judgments, assumptions and estimates that are used in our acquisition valuations and intangible asset and goodwill
impairment testing, including discount rates or future operating results and related cash flow projections, could result in significantly different estimates of
the fair values in the future. An increase in discount rates, a reduction in projected cash flows or a combination of the two could lead to a reduction in the
estimated fair values, which may result in impairment charges that could materially affect our financial statements in any given year.

RECENTLY ISSUED ACCOUNTING STANDARDS

Information regarding recent accounting pronouncements is discussed in Note 2 to the consolidated financial statements included in Item 8 of this
annual report on Form 10-K.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

We may experience changes in interest expense if changes in our debt occur. Changes in market interest rates could also affect our interest expense.
Our 2027 notes, 2030 notes and 2032 notes bear interest at a fixed rate, therefore, our interest expense related to these notes would not be affected by an
increase in market interest rates. Borrowings under the 2026 facility bear interest at either a base rate or eurodollar rate, plus, in each case, an applicable
margin. A 1.0% increase in interest rates on the 2026 facility would result in approximately $5.9 million in additional interest expense annually based on
our $588.0 million in outstanding borrowings as of December 31, 2021. The 2026 facility also assesses variable commitment and outstanding letter of
credit fees based on quarterly average loan utilization.

We purchase certain materials, including lumber products, which are then sold to customers as well as used as direct production inputs for our
manufactured products that we deliver. Short-term changes in the cost of these materials and the related in-bound freight costs, some of which are subject to
significant fluctuations, are sometimes, but not always, passed on to our customers. Delays in our ability to pass on material price increases to our
customers can adversely impact our operating results.
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Report of Independent Registered Public Accounting Firm  

To the Board of Directors and Stockholders’ of Builders FirstSource, Inc.

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated balance sheet of Builders FirstSource, Inc. and its subsidiaries (the “Company”) as of December 31, 2021
and 2020, and the related consolidated statements of operations, of changes in stockholders' equity and of cash flows for each of the three years in the
period ended December 31, 2021, including the related notes (collectively referred to as the “consolidated financial statements”). We also have audited the
Company's internal control over financial reporting as of December 31, 2021, based on criteria established in Internal Control - Integrated Framework
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the Company as of
December 31, 2021 and 2020, and the results of its operations and its cash flows for each of the three years in the period ended December 31, 2021 in
conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the Company maintained, in all material
respects, effective internal control over financial reporting as of December 31, 2021, based on criteria established in Internal Control - Integrated
Framework (2013) issued by the COSO.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal control over financial reporting,
and for its assessment of the effectiveness of internal control over financial reporting, included in Management’s Report on Internal Control over Financial
Reporting appearing under Item 9A. Our responsibility is to express opinions on the Company’s consolidated financial statements and on the Company's
internal control over financial reporting based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement, whether due to error or fraud, and whether effective
internal control over financial reporting was maintained in all material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal
control over financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing
such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s internal control
over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.
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Critical Audit Matters

The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial statements that was
communicated or required to be communicated to the audit committee and that (i) relates to accounts or disclosures that are material to the consolidated
financial statements and (ii) involved our especially challenging, subjective, or complex judgments. The communication of critical audit matters does not
alter in any way our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical audit matter below,
providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates.

Merger with BMC Stock Holdings, Inc. - Valuation of Customer Relationships

As described in Notes 3 and 6 to the consolidated financial statements, the Company completed an all stock merger transaction with BMC Stock Holdings,
Inc. on January 1, 2021 for consideration transferred of $3.7 billion. This merger transaction resulted in the recording of $1.47 billion of intangible assets,
of which a significant portion relates to customer relationship intangible assets. Management estimated the fair value of acquired customer relationship
intangible assets by applying the multi-period excess earnings method, which involved the use of significant estimates and assumptions related to
forecasted revenue growth rates, gross margin, contributory asset charges, customer attrition rates, and market-participant discount rates.

The principal considerations for our determination that performing procedures relating to the valuation of customer relationships acquired in connection
with the merger with BMC Stock Holdings, Inc. is a critical audit matter are the significant judgment by management when estimating the fair value of the
customer relationships acquired; this in turn led to a high degree of auditor judgment, subjectivity, and effort in performing procedures and evaluating
management’s significant assumptions related to the forecasted revenue growth rates, gross margin, customer attrition rates, and market-participant
discount rates. In addition, the audit effort involved the use of professionals with specialized skill and knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall opinion on the consolidated
financial statements. These procedures included testing the effectiveness of controls relating to the acquisition accounting, including controls over
management’s valuation of the customer relationships and controls over the development of significant assumptions related to the forecasted revenue
growth rates, gross margin, customer attrition rates, and market-participant discount rates. These procedures also included, among others, reading the
purchase agreement; testing management’s process for estimating the fair value of the customer relationships; evaluating the appropriateness of the multi-
period excess earnings method; testing the completeness, accuracy, and relevance of underlying data used in the multi-period excess earnings method; and
evaluating the reasonableness of significant assumptions related to the forecasted revenue growth rates, gross margin, customer attrition rates, and market-
participant discount rates. Evaluating management’s significant assumptions related to the forecasted revenue growth rates and gross margin involved
evaluating whether the significant assumptions used were reasonable considering the current and past performance of BMC Stock Holdings, Inc.; the
consistency with external market and industry data; and whether the assumptions were consistent with evidence obtained in other areas of the audit.
Professionals with specialized skill and knowledge were used to assist in evaluating the appropriateness of the multi-period excess earnings method and the
reasonableness of the significant assumptions related to the customer attrition rates and market-participant discount rates.

 
  

/s/ PricewaterhouseCoopers LLP
 
Dallas, Texas
March 1, 2022

We have served as the Company’s auditor since 1999.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS  

  Years Ended December 31,  
(in thousands, except per share amounts)  2021   2020   2019  
Net sales  $ 19,893,856  $ 8,558,874  $ 7,280,431 
Cost of sales   14,042,900   6,336,290   5,303,602 

Gross margin   5,850,956   2,222,584   1,976,829 
Selling, general and administrative expenses   3,463,532   1,678,730   1,584,523 

Income from operations   2,387,424   543,854   392,306 
Interest expense, net   135,877   135,688   109,551 

Income before income taxes   2,251,547   408,166   282,755 
Income tax expense   526,131   94,629   60,946 

Net income  $ 1,725,416  $ 313,537  $ 221,809 
             
Net income per share:             

Basic  $ 8.55  $ 2.69  $ 1.92 
Diluted  $ 8.48  $ 2.66  $ 1.90 

Weighted average common shares:             
Basic   201,839   116,611   115,713 
Diluted   203,470   117,917   117,025  

 
The accompanying notes are an integral part of these consolidated financial statements.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

(in thousands, except per share amounts)  December 31,
2021   December 31,

2020  

ASSETS         
Current assets:         

Cash and cash equivalents  $ 42,603  $ 423,806 
Accounts receivable, less allowances of $39,510 and $17,637 at December 31, 2021 and December 31, 2020,
respectively

 
 1,708,796   822,753 

Other receivables   255,075   76,436 
Inventories, net   1,626,244   784,527 
Contract assets   207,587   57,265 
Other current assets   127,964   58,895 

Total current assets   3,968,269   2,223,682 
Property, plant and equipment, net   1,385,441   749,130 
Operating lease right-of-use assets, net   457,833   274,562 
Goodwill   3,270,192   785,305 
Intangible assets, net   1,603,409   119,882 
Other assets, net   29,199   21,110 

Total assets  $ 10,714,343  $ 4,173,671 
LIABILITIES AND STOCKHOLDERS' EQUITY         

Current liabilities:         
Accounts payable  $ 1,093,370  $ 600,357 
Accrued liabilities   718,904   327,081 
Contract liabilities   216,097   58,455 
Current portion of operating lease liabilities   96,680   61,625 
Current maturities of long-term debt   3,660   27,335 

Total current liabilities   2,128,711   1,074,853 
Noncurrent portion of operating lease liabilities   375,289   219,239 
Long-term debt, net of current maturities, discounts and issuance costs   2,926,122   1,596,905 
Deferred income taxes   362,121   49,495 
Other long-term liabilities   119,619   80,396 

Total liabilities   5,911,862   3,020,888 
Commitments and contingencies (Note 13)         
Stockholders' equity:         

Preferred stock, $0.01 par value, 10,000 shares authorized; zero shares issued and outstanding   —   — 
Common stock, $0.01 par value, 300,000 shares authorized; 179,820 and 116,829 shares issued and
outstanding at December 31, 2021 and December 31, 2020, respectively

  1,798   1,168 

Additional paid-in capital   4,260,670   589,241 
Retained earnings   540,013   562,374 

Total stockholders' equity   4,802,481   1,152,783 
Total liabilities and stockholders' equity  $ 10,714,343  $ 4,173,671  

 
The accompanying notes are an integral part of these consolidated financial statements.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

  Year Ended December 31,  
(in thousands)  2021   2020   2019  
Cash flows from operating activities:             

Net income  $ 1,725,416  $ 313,537  $ 221,809 
Adjustments to reconcile net income to net cash provided by operating activities:             

Depreciation and amortization   547,352   116,566   100,038 
Amortization of debt discount, premium and issuance costs   3,869   3,508   3,880 
Loss on extinguishment of debt   3,027   6,700   8,189 
Deferred income taxes   (34,573)   16,614   50,994 
Stock-based compensation expense   31,486   17,022   12,239 
Net gain on sales of assets and asset impairments   (32,421)   (1,067)   (949)

Changes in assets and liabilities, net of assets acquired and liabilities assumed:             
Receivables   (453,911)   (246,912)   45,687 
Inventories   (282,165)   (220,101)   44,202 
Contract assets   (103,326)   (12,631)   (2,898)
Other current assets   (33,489)   (19,743)   4,674 
Other assets and liabilities   (1,155)   50,370   1,611 
Accounts payable   191,885   160,947   4,070 
Accrued liabilities   91,419   55,361   7,004 
Contract liabilities   90,135   19,896   3,496 

Net cash provided by operating activities   1,743,549   260,067   504,046 
Cash flows from investing activities:             

Cash used for acquisitions, net of cash acquired   (1,206,471)   (32,643)   (92,855)
Proceeds from divestiture of business   76,162   —   — 
Purchases of property, plant and equipment   (227,891)   (112,082)   (112,870)
Proceeds from sale of property, plant and equipment   13,560   8,500   6,545 

Net cash used in investing activities   (1,344,640)   (136,225)   (199,180)
Cash flows from financing activities:             

Borrowings under revolving credit facility   3,125,000   891,000   1,040,000 
Repayments under revolving credit facility   (2,612,000)   (843,000)   (1,192,000)
Proceeds from long-term debt and other loans   1,000,000   895,625   478,375 
Repayments of long-term debt and other loans   (554,677)   (618,542)   (610,834)
Payments of debt extinguishment costs   (4,950)   (22,686)   (2,301)
Payments of loan costs   (19,450)   (13,800)   (8,618)
Exercise of stock options   726   1,424   4,873 
Repurchase of common stock   (1,714,761)   (4,153)   (10,392)

Net cash (used in) provided by financing activities   (780,112)   285,868   (300,897)
Net change in cash and cash equivalents   (381,203)   409,710   3,969 
Cash and cash equivalents at beginning of period   423,806   14,096   10,127 
Cash and cash equivalents at end of period  $ 42,603  $ 423,806  $ 14,096 

             
Supplemental disclosures of cash flow information:             

Cash paid for interest (1)  $ 105,570  $ 110,600  $ 100,354 
Cash paid for income taxes   633,060   43,400   18,107 

Supplemental disclosures of non-cash activities:             
Non-cash consideration for the BMC Merger  $ 3,658,362  $ —  $ — 
Accrued purchases of property, plant and equipment   8,052   1,962   3,378 
Right-of-use assets obtained in exchange for operating lease obligations   64,939   42,606   86,373 
Assets acquired under finance lease obligations   1,644   16,964   16,462 
Amounts accrued for repurchases of common stock   51,545   —   —  

 

(1) Includes $5.0 million, $22.7 million and $2.3 million of debt extinguishment costs paid in 2021, 2020, and 2019, respectively,
classified as financing outflows above and discussed more fully in Note 8.

 
The accompanying notes are an integral part of these consolidated financial statements.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

          Additional          
  Common Stock   Paid-in   Retained      

(in thousands)  Shares   Amount   Capital   Earnings   Total  
Balance at December 31, 2018   115,078  $ 1,151  $ 560,221  $ 34,966  $ 596,338 
Vesting of restricted stock units   735   7   (7)   —   — 
Shares withheld for restricted stock units vested   (196)   (2)   (2,448)   —   (2,450)
Repurchase of common stock (1)   (460)   (4)   —   (7,938)   (7,942)
Exercise of stock options   895   9   4,950   —   4,959 
Stock compensation expense   —   —   12,239   —   12,239 
Net income   —   —   —   221,809   221,809 
Balance at December 31, 2019   116,052   1,161   574,955   248,837   824,953 
Vesting of restricted stock units   732   7   (7)   —   — 
Shares withheld for restricted stock units vested   (190)   (2)   (4,151)   —   (4,153)
Exercise of stock options   235   2   1,422   —   1,424 
Stock compensation expense   —   —   17,022   —   17,022 
Net income   —   —   —   313,537   313,537 
Balance at December 31, 2020   116,829   1,168   589,241   562,374   1,152,783 
Merger consideration   89,586   896   3,657,466  —   3,658,362 
Vesting of restricted stock units   1,168   11   (11)   -   -  
Stock-based compensation expense   -   -    31,486   -   31,486 
Repurchase of common stock (2)   (27,459)   (274)   -   (1,747,777)   (1,748,051)
Exercise of stock options   90   1   739   -   740 
Shares withheld for restricted stock units vested   (394)   (4)   (18,251)   -   (18,255)
Net income   -   -    -    1,725,416   1,725,416 
Balance at December 31, 2021   179,820  $ 1,798  $ 4,260,670  $ 540,013  $ 4,802,481  

 

(1) During the year ended December 31, 2019, we repurchased and retired 0.5 million shares of our common stock, at an average price of $17.24 per
share, for $7.9 million pursuant to the repurchase program authorized by our board of directors in February 2019. The primary purpose of the
repurchase program was to offset dilution from employee stock awards.

(2) During the year ended December 31, 2021, we repurchased and retired 27.5 million shares of our common stock at an average price of $63.63 per
share, for $1,748.1 million, net of fees, pursuant to the repurchase program authorized by our board of directors in August 2021, and further
expanded by our board of directors in November 2021. The primary purpose of the repurchase program was to offset dilution from the BMC Merger.

 
The accompanying notes are an integral part of these consolidated financial statements.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 
1. Description of the Business

Builders FirstSource, Inc., a Delaware corporation formed in 1998, is a leading supplier of building materials, manufactured components and
construction services to professional contractors, sub-contractors, and consumers. The company operates approximately 565 locations in 42 states across
the United States.

In this annual report, references to the “Company,” “we,” “our,” “ours” or “us” refer to Builders FirstSource, Inc. and its consolidated subsidiaries,
unless otherwise stated or the context otherwise requires.
 
 
2. Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements present the results of operations, financial position, and cash flows of Builders FirstSource, Inc. and its
wholly-owned subsidiaries. All intercompany transactions have been eliminated in consolidation.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting principles (“GAAP”) in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could
materially differ from those estimates.

Estimates are used when accounting for items such as revenue, vendor rebates, allowance for returns, discounts and credit losses, employee
compensation programs, depreciation and amortization periods, income taxes, inventory values, insurance programs, goodwill, other intangible assets and
long-lived assets.

Reclassifications

Certain prior periods’ amounts have been reclassified to conform to the current year presentation, including presenting contract assets and contract
liabilities separately on the face of the financial statements, whereas, these contract assets and contract liabilities had previously been presented as a
component of accounts receivable and accrued liabilities, respectively. These reclassifications had no impact on net income, total assets and liabilities,
stockholders’ equity, or cash flows as previously reported

Segments

We offer an integrated solution to our customers providing manufacturing, supply, and installation of a full range of structural and related building
products.  We provide a wide variety of building products and services directly to homebuilder customers. We manufacture floor trusses, roof trusses, wall
panels, stairs, millwork, windows, and doors. We also provide a full range of construction services. For the period ended December 31, 2021, these product
and service offerings are distributed across approximately 565 locations operating in 42 states across the United States.

Following the merger with BMC Stock Holdings, Inc. on January 1, 2021, which is discussed in Note 3 to these consolidated financial statements,
the Company reorganized the structure of its internal organization.

Given the span and depth of our geographical reach, our locations are organized into three geographical divisions (East, Central, and West), which
are also our operating segments.  Our operating divisions are organized on a geographical basis to facilitate a disaggregated management of the Company
and to respond to the local needs of the customers in the markets we serve. All of our segments have similar customers, products and services, and
distribution methods.

Due to these similarities, along with the similar economic profitability achieved across all our operating segments, we aggregate our three operating
segments into one reportable segment in accordance with GAAP. Centralized financial and operational oversight, including resource allocation and
assessment of performance on an income from continuing operations before income taxes basis, is performed by our CEO, whom we have determined to be
our chief operating decision maker (“CODM”).  
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The accounting policies of our operating segments are consistent with the accounting policies described in this Note 2 to these consolidated
financial statements. Since the Company operates in one reportable segment, the primary measures reviewed by the CODM, including revenue, gross
margin and income before income taxes, are shown in these consolidated financial statements.  Our segments do not have any revenues or long-lived assets
located in foreign countries.

Business Combinations

When they meet the requirements under ASC 805, Business Combinations, merger and acquisition transactions are accounted for using the
acquisition method, and accordingly the results of operations of the acquiree are included in the Company’s consolidated financial statements from the
acquisition date. The consideration transferred is allocated to the identifiable assets acquired and liabilities assumed based on estimated fair values at the
acquisition date, with any excess recorded as goodwill. Transaction-related costs are expensed in the period the costs are incurred. During the measurement
period, which may be up to one year from the acquisition date, the Company may record adjustments to the assets acquired and liabilities assumed with the
corresponding adjustment to goodwill.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted accounting principles (“GAAP”) in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during the reporting period. Actual results could
materially differ from those estimates.

Estimates are used when accounting for items such as revenue, vendor rebates, allowance for returns, discounts and credit losses, employee
compensation programs, depreciation and amortization periods, income taxes, inventory values, insurance programs, goodwill, other intangible assets and
long-lived assets.

Revenue Recognition

We recognize revenue as performance obligations are satisfied by transferring control of a promised good or service to a customer in an amount that
reflects the consideration we expect to be entitled to in exchange for those goods or services. We generally classify our revenues into two types: (i)
distribution sales; or (ii) sales related to contracts with service elements. 

Distribution sales typically consist of the sale of building products we manufacture and the resale of purchased building products. We recognize
revenue related to distribution sales at a point in time upon delivery of the ordered goods to our customers. Payment terms related to distribution sales are
not significant as payment is generally received shortly after the point of sale.

Our contracts with service elements primarily relate to installation and construction services. We evaluate whether multiple contracts should be
combined and accounted for as a single contract and whether a single or combined contract should be accounted for as a single performance obligation or
multiple performance obligations. If a contract is separated into more than one performance obligation, we allocate the transaction price to each
performance obligation generally based on observable standalone selling prices of the underlying goods or services. Revenue related to contracts with
service elements is generally recognized over time based on the extent of progress towards completion of the performance obligation because of continuous
transfer of control to the customer. We consider costs incurred to be indicative of goods and services delivered to the customer. As such, we use a cost-
based input method to recognize revenue on our contracts with service elements as it best depicts the transfer of assets to our customers. Payment terms
related to sales for contracts with service elements are specific to each customer and contract. However, they are considered to be short-term in nature as
payments are normally received either throughout the life of the contract or shortly after the contract is complete.

Contract costs include all direct material and labor, equipment costs and those indirect costs related to contract performance. Provisions for
estimated losses on uncompleted contracts are recognized in the period in which such losses are determinable. Prepayments for materials or services are
deferred until such materials have been delivered or services have been provided. All sales recognized are net of allowances for discounts and estimated
returns, based on historical experience. The Company records sales incentives provided to customers as a reduction of revenue. We present all sales tax on
a net basis in our consolidated financial statements.
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Costs to obtain contracts are expensed as incurred as our contracts are typically completed in one year or less, and where applicable, we generally
would incur these costs whether or not we ultimately obtain the contract. We do not disclose the value of our remaining performance obligations on
uncompleted contracts as our contracts generally have a duration of one year or less.

The timing of revenue recognition, invoicing and cash collection results in accounts receivable, unbilled receivables, contract assets and contract
liabilities. Contract assets include unbilled amounts when the revenue recognized exceeds the amount billed to the customer, and amounts representing a
right to payment from previous performance that is conditional on something other than passage of time, such as retainage. Contract liabilities consist of
deferred revenue and customer advances and deposits.

The following table disaggregates our net sales by product category for the years ended December 31:
             
(in thousands)  2021   2020   2019  
  (in thousands)  
Lumber & lumber sheet goods  $ 8,412,210  $ 3,076,376  $ 2,251,580 
Manufactured products   4,333,283   1,640,460   1,449,550 
Windows, doors & millwork   3,332,005   1,629,179   1,542,924 
Siding, metal & concrete products   1,531,058   773,640   712,644 
Gypsum, roofing & insulation   656,383   514,638   528,571 
Other building products & services   1,628,917   924,581   795,162 

Net sales  $ 19,893,856  $ 8,558,874  $ 7,280,431  

Net sales from installation and construction services represents less than 10% of the Company’s net sales for each period presented.

Cash and Cash Equivalents & Checks Outstanding

Cash and cash equivalents consist of cash on hand and all highly liquid investments with an original maturity date of three months or less. Also
included in cash and cash equivalents are proceeds due from credit card transactions that generally settle within two business days. We maintain cash at
financial institutions in excess of federally insured limits. Further, we maintain various banking relationships with different financial institutions.
Accordingly, when there is a negative net book cash balance resulting from outstanding checks that had not yet been paid by any single financial institution,
they are reflected in accounts payable on the accompanying consolidated balance sheets.

Accounts Receivable

We extend credit to qualified professional homebuilders and contractors, in many cases on a non-collateralized basis. Accounts receivable
potentially expose us to concentrations of credit risk. Because our customers are dispersed among our various markets, our credit risk to any one customer
or geographic economy is not significant. Other receivables consist primarily of vendor rebates receivables and income tax receivables.

Our customer mix is a balance of large national homebuilders, regional homebuilders, local and custom homebuilders and repair and remodeling
contractors as well as multi-family builders. For the year ended December 31, 2021, our top 10 customers accounted for approximately 18% of our net
sales, with our largest customer accounting for approximately 5% of net sales.

The allowance for credit losses is based on management’s assessment of the amount which may become uncollectible in the future and is estimated
using specific review of problem accounts, overall portfolio quality, current and forecasted economic conditions that may affect the customer’s ability to
pay, and historical experience. Accounts receivable are written off when deemed uncollectible.  

We also establish reserves for credit memos and customer returns. The reserve balance was $17.7 million and $11.9 million at December 31, 2021
and 2020, respectively. The activity in this reserve was not significant for each year presented.

The following table shows the changes in our allowance for credit losses (in thousands):
  2021   2020   2019  
Balance at January 1,  $ 5,774  $ 5,936  $ 6,195 
Additions   20,451   4,720   5,811 
Deductions (write-offs, net of recoveries)   (4,464)   (4,882)   (6,070)
Balance at December 31,  $ 21,761  $ 5,774  $ 5,936  
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Accounts receivable consisted of the following at December 31 (in thousands):
  2021   2020  

Accounts receivable  $ 1,748,306  $ 840,390 
Less: allowances for returns and credit losses   (39,510)   (17,637)

Accounts receivable, net  $ 1,708,796  $ 822,753
 

 

Inventories

Inventories consist principally of materials purchased for resale, including lumber, lumber sheet goods, windows, doors and millwork and other
building products, as well as certain manufactured products and are stated at the lower of cost and net realizable value. Cost is determined using the
weighted average method, the use of which approximates the first-in, first-out method. We accrue for shrink based on the actual historical shrink results of
our most recent physical inventories adjusted, if necessary, for current economic conditions. These estimates are compared with actual results as physical
inventory counts are taken and reconciled to the general ledger.

During the year, we monitor our inventory levels by market and record provisions for excess inventories based on slower moving inventory. We
define potential excess inventory as the amount of inventory on hand in excess of the historical usage, excluding special order items purchased in the last
six months. We then apply our judgment as to forecasted demand and other factors, including liquidation value, to determine the required adjustments to
net realizable value. Our inventories are generally not susceptible to technological obsolescence.

Our arrangements with vendors provide for rebates of a specified amount of consideration, payable when certain measures, generally related to a
stipulated level of purchases, have been achieved. We account for estimated rebates as a reduction of the prices of the vendor’s inventory until the product
is sold, at which time such rebates reduce cost of sales in the accompanying consolidated statement of operations. Throughout the year we estimate the
amount of the rebates based upon the expected level of purchases. We continually evaluate and revise these estimates as necessary based on actual purchase
levels.

We source products from a large number of suppliers. Materials purchased from our largest single supplier represented approximately 7% of our
total materials purchased in 2021.

Shipping and Handling Costs

Handling costs incurred in manufacturing activities are included in cost of sales. All other shipping and handling costs are included in selling,
general and administrative expenses in the accompanying consolidated statement of operations and totaled $512.8 million, $347.7 million and $332.5
million in 2021, 2020 and 2019, respectively.

Income Taxes

We account for income taxes utilizing the asset and liability method described in the Income Taxes topic of the FASB Accounting Standards
Codification (“Codification”). Deferred income taxes are recorded to reflect consequences on future years of differences between the tax basis of assets and
liabilities and their financial reporting amounts at each year-end based on enacted tax laws and statutory tax rates applicable to the periods in which
differences are expected to affect taxable earnings. We record a valuation allowance to reduce deferred tax assets if it is more likely than not that some
portion or all of the deferred tax assets will not be realized.

Warranty Expense

We have warranty obligations with respect to most manufactured products; however, the liability for the warranty obligations is not significant as a
result of third-party inspection and acceptance processes.

Debt Issuance Costs and Debt Discount/Premium

Loan costs are capitalized upon the issuance of long-term debt and amortized over the life of the related debt. Debt issuance costs associated with
term debt are presented as a reduction to long-term debt. Debt issuance costs associated with revolving debt arrangements are presented as a component of
other assets. Debt issuance costs incurred in connection with revolving debt
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arrangements are amortized using the straight-line method. Debt issuance costs, discounts and premiums incurred in connection with term debt are
amortized over the life of the related debt using the effective interest method. Amortization of debt issuance costs, discounts and premiums are included in
interest expense. Upon changes to our debt structure, we evaluate debt issuance costs, discounts and premiums in accordance with the Debt topic of the
Codification. We adjust debt issuance costs, discounts and premiums as necessary based on the results of this evaluation, as discussed in Note 8.

Property, Plant and Equipment

Property, plant and equipment are recorded at cost and depreciated using the straight-line method over the estimated useful lives of the assets. The
estimated lives of the various classes of assets are as follows:
 

 Buildings and improvements 10 to 40 years
 Machinery and equipment 7 to 10 years
 Furniture, fixtures and information technology 3 to 5 years
 Leasehold improvements The shorter of the estimated useful life or the remaining lease term

 
Major additions and improvements are capitalized, while maintenance and repairs that do not extend the useful life of the property are charged to

expense as incurred. Gains or losses from dispositions of property, plant and equipment are recorded in the period incurred. We also capitalize certain costs
of computer software developed or obtained for internal use, including interest, provided that those costs are not research and development, and certain
other criteria are met. Internal use computer software costs are included in furniture, fixtures and information technology and generally depreciated using
the straight-line method over the estimated useful lives of the assets, generally three years.

Leases

We lease certain land, buildings, rolling stock and other types of equipment for use in our operations. These leases typically have initial terms
ranging from five to 15 years. Many of our leases contain renewal options which are exercisable at our discretion. These renewal options generally have
terms ranging from one to five years. We also lease certain properties from related parties, including current employees and non-affiliate stockholders.

Under the Leases topic of the Codification, lessees are required to recognize the following for all leases, with the exception of short-term leases, at
the commencement date: (1) a lease liability, which is a lessee’s obligation to make lease payments arising from a lease, measured on a discounted basis;
and (2) a right-of-use asset, which is an asset that represents the lessee’s right to use, or control the use of, a specified asset for the lease term.

We determine if an arrangement is a lease at the inception of the arrangement. Lease liabilities are recognized based on the present value of lease
payments over the lease term at the arrangement’s commencement date. Right-of-use assets are recognized based on the amount of the measurement of the
lease liability adjusted for any lease payments made to the lessor at or before the commencement date, minus any lease incentives received and any initial
direct costs incurred. Renewal options are included in the calculation of our right-of-use assets and lease liabilities when it is determined that they are
reasonably certain of exercise based on an analysis of the relevant facts and circumstances. As the implicit rate of return of our lease agreements is usually
not readily determinable, we generally use our incremental borrowing rate in determining the present value of lease payments. We determine our
incremental borrowing rate based on information available to us at the lease commencement date. Certain of our lease arrangements contain lease and non-
lease components. We have elected to account for non-lease components as a part of the related lease components for all of our leases. Leases with an
initial term of 12 months or less are not recognized on our balance sheet. We recognize the expense for these leases on a straight-line basis over the lease
term.

We have certain lease agreements that are subject to changes based on the Consumer Price Index or another referenced index. In the event of
changes to the relevant index, lease liabilities are not remeasured and incremental costs are treated as variable lease payments and recognized in the period
in which the obligation for those payments is incurred.

In addition, we have residual value guarantees on certain equipment leases. Under these leases, we have the option of (a) purchasing the equipment
at the end of the lease term, (b) arranging for the sale of the equipment to a third party, or (c) returning the equipment to the lessor to sell the equipment. If
the sales proceeds in any case are less than the residual value, we are required to reimburse the lessor for the deficiency up to a specified level as stated in
each lease agreement. If the sales proceeds exceed the residual value, we are entitled to all of such excess amounts.
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Long-Lived Assets

We evaluate our long-lived assets, other than goodwill, for impairment when events or changes in circumstances indicate, in our judgment, that the
carrying amount of such assets may not be recoverable. The determination of whether or not impairment exists is based on our estimate of undiscounted
future cash flows before interest attributable to the assets as compared to the net carrying amount of the assets. If impairment is indicated, the amount of the
impairment recognized is determined by estimating the fair value of the assets based on estimated discounted future cash flows and recording a provision
for loss if the carrying amount is greater than estimated fair value. The net carrying amount of assets identified to be disposed of in the future is compared
to their estimated fair value, usually the quoted market price obtained from an independent third-party less the cost to sell, to determine if impairment
exists. Until the assets are disposed of, an estimate of the fair value is reassessed when related events or circumstances change.

Insurance

We have established insurance programs to cover certain insurable risks consisting primarily of physical loss to property, business interruptions
resulting from such loss, workers’ compensation, employee healthcare, and comprehensive general and auto liability. Third party insurance coverage is
obtained for exposures above predetermined deductibles as well as for those risks required to be insured by law or contract. On a quarterly basis, we engage
an external actuarial professional to independently assess and estimate the total liability outstanding. Provisions for losses are developed from these
valuations which rely upon our past claims experience, which considers both the frequency and settlement of claims. The legal costs associated with these
claims are included in these developed provisions. We discount our worker’s compensation, general liability, and auto liability insurance reserves based
upon estimated future payment streams at our risk-free rate. Our total insurance reserve balances were $171.1 million and $90.8 million as of December 31,
2021 and 2020, respectively. Of these balances $103.0 million and $52.1 million were recorded as other long-term liabilities as of December 31, 2021 and
2020, respectively. Included in these reserve balances as of December 31, 2021 and 2020, were approximately $12.6 million and $5.7 million, respectively,
of claims that exceeded stop-loss limits and are expected to be recovered under insurance policies which are also recorded as other receivables and other
assets in the accompanying consolidated balance sheet.

Net Income per Common Share

Net income per common share, or earnings per share (“EPS”), is calculated in accordance with the Earnings per Share topic of the Codification,
which requires the presentation of basic and diluted EPS. Basic EPS is computed using the weighted average number of common shares outstanding during
the period. Diluted EPS is computed using the weighted average number of common shares outstanding during the period, plus the dilutive effect of
potential common shares.

The table below presents the calculation of basic and diluted EPS for the years ended December 31:
  Years Ended December 31,  
  2021   2020   2019  
  (in thousands, except per share amounts)  
Numerator:             

Net income  $ 1,725,416  $ 313,537  $ 221,809 
             

Denominator:             
Weighted average shares outstanding, basic   201,839   116,611   115,713 
Dilutive effect of options and RSUs   1,631   1,306   1,312 
Weighted average shares outstanding, diluted   203,470   117,917   117,025 

             
Net income per share:             

Basic  $ 8.55  $ 2.69  $ 1.92 
Diluted  $ 8.48  $ 2.66  $ 1.90 

             
Antidilutive and contingent RSUs excluded from diluted EPS  225  291  402  
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Goodwill and Other Intangible Assets

Intangibles subject to amortization

We recognize an acquired intangible asset apart from goodwill whenever the intangible asset arises from contractual or other legal rights, or
whenever it can be separated or divided from the acquired entity and sold, transferred, licensed, rented, or exchanged, either individually or in combination
with a related contract, asset or liability. Impairment losses are recognized if the carrying amounts of an intangible asset subject to amortization is not
recoverable from expected future cash flows and its carrying amount exceeds its estimated fair value.

Goodwill

We recognize goodwill as the excess cost of an acquired entity over the net amount assigned to assets acquired and liabilities assumed. Goodwill is
tested for impairment on an annual basis and between annual tests whenever impairment is indicated. This annual test takes place as of December 31 each
year. Impairment losses are recognized whenever the carrying amount of a reporting unit exceeds its fair value.

Stock-based Compensation

We have four stock-based employee compensation plans, which are described more fully in Note 10. We issue new common stock shares upon
exercises of stock options and vesting of RSUs. We recognize the effect of pre-vesting forfeitures in the period they actually occur.

We did not grant any options during the years ended December 31, 2021, 2020, or 2019.

The fair value of RSU awards which are subject to or contain market conditions is estimated on the date of grant using the Monte Carlo simulation
model with the following weighted average assumptions for the year ended December 31:

 
  2021   2020   2019  
Expected volatility (company)   51.3%   40.0%   38.3%
Expected volatility (peer group median)   42.9%   40.0%   33.2%
Correlation between the company and peer group median   0.6   0.5   0.5 
Expected dividend yield   0.0%   0.0%   0.0%
Risk-free rate   0.3%   0.9%   2.6%

 
 

The expected volatilities and correlation are based on the historical daily returns of our common stock and the common stocks of the constituents of
the Company’s peer group over the most recent period equal to the measurement period. The expected dividend yield is based on our history of not paying
regular dividends in the past and our current intention to not pay regular dividends in the foreseeable future. The risk-free rate is based on the U.S. Treasury
yield curve in effect at the time of grant and has a term equal to the measurement period.

Fair Value

The Fair Value Measurements and Disclosures topic of the Codification provides a framework for measuring the fair value of assets and liabilities
and establishes a fair value hierarchy that requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. The fair value hierarchy can be summarized as follows:

Level 1 — unadjusted quoted prices for identical assets or liabilities in active markets accessible by us

Level 2 — inputs that are observable in the marketplace other than those inputs classified as Level 1

Level 3 — inputs that are unobservable in the marketplace and significant to the valuation

If a financial instrument uses inputs that fall in different levels of the hierarchy, the instrument will be categorized based upon the lowest level of
input that is significant to the fair value calculation.

47



 

As of December 31, 2021 and 2020, the Company does not have any financial instruments which are measured at fair value on a recurring basis. We
have elected to report the value of our 2027 notes, 2030 notes, 2032 notes, and 2026 facility at amortized cost. The fair values of the 2027 notes, 2030
notes, and 2032 notes at December 31, 2021 were approximately $646.2 million, $590.9 million, and $1,045.0 million, respectively, and were determined
using Level 2 inputs based on market prices. The carrying amount of the 2026 facility at December 31, 2021 approximates fair value as the rates are
comparable to those at which we could currently borrow under similar terms, are variable and incorporate a measure of our credit risk. As such, the fair
value of the 2026 facility was also classified as Level 2 in the hierarchy.

Comprehensive Income

Comprehensive income is defined as the change in equity (net assets) of a business enterprise during a period from transactions and other events and
circumstances from non-owner sources. It consists of net income and other gains and losses affecting stockholders’ equity that, under GAAP, are excluded
from net income. We had no items of other comprehensive income for the years ended December 31, 2021, 2020, and 2019.  

Recently Issued Accounting Pronouncements

In October 2021, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2021-08, Business Combinations (Topic 805): Accounting
for Contract Assets and Contract Liabilities from Contracts with Customers which intends to address diversity and inconsistency in the accounting related
to recognition of an acquired contract liability and payment terms and their effect on subsequent revenue recognized by the acquirer. This standard is
effective for fiscal years beginning after December 15, 2022, including interim periods within those fiscal years. Early adoption is permitted, including
adoption in an interim period. The adoption of this guidance is not expected to have a material impact on our consolidated financial statements.

In March 2020, the FASB issued ASU No. 2020-04, Reference Rate Reform: Facilitation of the Effects of Reference Rate Reform on Financial
Reporting. The purpose of ASU 2020-04 is to provide optional guidance for a period of time related to accounting for reference rate reform on financial
reporting. It is intended to reduce the potential burden of reviewing contract modifications related to discontinued rates. The amendments and expedients in
this update are effective, as elected, beginning March 12, 2020 through December 31, 2022 and may be elected by topic. We have yet to elect adoption and
the adoption of this guidance is not expected to have a material impact on our consolidated financial statements.

In December 2019, the FASB issued an update to existing guidance under the Income Taxes topic of the FASB Accounting Standards Codification
(“Codification”). This updated guidance simplifies the accounting for income taxes by removing certain exceptions to the general principles in the Income
Taxes topic. This guidance is effective for public companies annual and interim periods beginning after December 15, 2020 with early adoption permitted.
The adoption of this guidance did not have a material impact on our consolidated financial statements.

 

3. Business Combinations and Dispositions

On January 1, 2021, we completed our all stock merger transaction with BMC Stock Holdings, Inc., a Delaware corporation (“BMC”), pursuant to
the Agreement and Plan of Merger, dated as of August 26, 2020 (as amended, restated, supplemented, or otherwise modified from time to time, the
“Merger Agreement”), by and among Builders FirstSource, Inc., Boston Merger Sub I Inc., a Delaware corporation and direct wholly owned subsidiary of
Builders FirstSource, Inc. (“Merger Sub”) and BMC. On the terms and subject to the conditions set forth in the Merger Agreement, on January 1, 2021,
Merger Sub merged with and into BMC, with BMC continuing as the surviving corporation and a wholly owned subsidiary of Builders FirstSource, Inc.
(the “BMC Merger”). On January 1, 2022, we completed a legal entity reorganization pursuant to which, among other things, BMC was merged with and
into Builders FirstSource, Inc., with Builders FirstSource, Inc. continuing as the surviving corporation. The BMC Merger expands the Company’s
geographic reach and value-added offerings.

The BMC Merger was accounted for by the acquisition method, and accordingly the results of operations have been included in the Company’s
consolidated financial statements from the acquisition date. Net sales and income before income taxes attributable to BMC were $6.5 billion and $789.5
million, respectively, for the year ended December 31, 2021. Income before income taxes attributable to BMC reflects an increase in depreciation and
amortization expense related to the recording of these assets at fair value as of the acquisition date and is also impacted by changes in the business post-
acquisition. The consideration transferred was allocated to the identifiable assets acquired and liabilities assumed based on estimated fair values at the
acquisition date, with the excess recorded as goodwill. The fair value of acquired intangible assets of $1.5 billion was primarily related to customer
relationships. Immediately following the BMC Merger, the Company settled certain assumed long-term debt of $359.8 million using cash on hand. We
incurred transaction-related costs of $17.6 million and $22.5 million related to the BMC Merger in the years ended December 31, 2021 and 2020,
respectively, which are included in selling, general and administrative expenses in the accompanying consolidated statement of operations.
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The consideration transferred was determined as the sum of the following: (A) the price per share of the Company’s common stock (“BFS common

stock”) of $40.81 (based on the closing price per share of BFS common stock on December 31, 2020), multiplied by each of: (1) the approximately
88.7 million shares of BFS common stock issued to BMC stockholders in the BMC Merger (based on the number of shares of BMC common stock
outstanding on December 31, 2020, multiplied by the exchange ratio as set forth in the Merger Agreement); and (2) the approximately 0.9 million shares of
BFS common stock issued to holders of outstanding BMC restricted stock awards in connection with the BMC Merger (based on the number of BMC
restricted stock awards outstanding as of December 31, 2020 (with performance-based awards vesting at target level of performance), multiplied by the
exchange ratio as set forth in the Merger Agreement); plus (B) the fair value attributable to fully vested, outstanding options for BMC common stock held
by current BMC employees that were assumed by the Company at the effective time and became options to purchase BFS common stock, with the number
of shares and exercise price adjusted by the exchange ratio.

The calculation of consideration transferred is as follows (in thousands, except ratios and per share amounts):

 
Number of BMC common shares outstanding  67,568 
Exchange ratio for common shares outstanding per Merger Agreement  1.3125 
Shares of BFS common stock issued for BMC outstanding common
   stock  88,683 
Number of BMC stock awards that vested as a result of the BMC
   Merger  688 
Exchange ratio for stock awards expected to vest per Merger
   Agreement  1.3125 
Shares of BFS common stock issued for BMC vested restricted stock awards  903 
Price per share of BFS common stock $ 40.81 
Fair value of BFS common stock issued for BMC outstanding common
   stock and vested equity awards $ 3,655,988 
Fair value of modified BMC fully vested, unexercised options  2,374 
Total consideration transferred $ 3,658,362 
 

 
On May 3, 2021, we acquired certain assets and operations of John’s Lumber and Hardware Co. (“John’s Lumber”) for a purchase price of

$24.8  million. Located in Detroit, Michigan, John’s Lumber is a supplier of lumber and sheet goods, windows, doors, millwork, siding, decking, kitchen
and bath and installation services to homebuilders, remodel contractors and retail consumers. This acquisition was funded with a combination of cash on
hand and borrowings under our 2026 facility.

 
On July 1, 2021, we acquired all of the operating affiliates of Cornerstone Building Alliance SW, LLC (“Alliance”) for a purchase price of, $408.9

million, net of cash acquired. Alliance operates in Arizona, primarily serving the greater Phoenix, Tucson, and Prescott Valley metropolitan areas. Alliance
manufactures roof trusses and distributes lumber and related products to residential homebuilders and commercial contractors. This acquisition was funded
with a combination of cash on hand and borrowings under our 2026 facility.

 
On August 16, 2021, we acquired certain assets and operations of WTS Paradigm, LLC (“Paradigm”), a software solutions and services provider for

the building products industry for a purchase price of $449.6 million, net of cash acquired. Located in Middleton, Wisconsin, Paradigm enhances the
Company’s digital capabilities and aligns with our broader vision to provide digital solutions that improve efficiency and solve pain points in the
homebuilding process. This acquisition was funded with cash on hand.

 
On September 1, 2021, we acquired certain assets and operations of CTF Holdings Limited Partnership (“CTF”) for a purchase price of $182.5

million, net of cash acquired. Prior to the acquisition, CTF was the largest independent truss manufacturer in California, supplying framing contractors and
builders in both the single and multifamily markets. This acquisition was funded with cash on hand.

 
On December 6, 2021, we acquired certain assets and operations of Truss Technologies, Inc. (“TTI”) for a purchase price of $29.8 million. TTI

operates in Michigan, primarily in the greater Grand Rapids area and manufactures roof and floor trusses and engineered wood products. This acquisition
was funded with cash on hand.
 

On December 31, 2021, we acquired certain assets and operations of National Lumber Massachusetts Business Trust and its subsidiary, as well as
the affiliated corporation Oxford Lumber and Materials, Inc. (collectively “National Lumber”) for a combined purchase price of $278.3 million, net of cash
acquired. National Lumber is the largest independent lumber and building materials platform in New England, distributing lumber and lumber sheet goods,
manufacturing prefabricated components and trusses, and providing various service offerings. The purchase agreement for National Lumber contains an
earn-out provision contingent upon the
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achievement of specified profitability targets through fiscal year 2022 and includes certain employment restrictions. This earn-out provision could result in
an additional cash payment ranging from zero to $21.5 million depending on the level of achievement of the specified targets. This acquisition was funded
with cash on hand and borrowings under the 2026 facility.

 
These six transactions were accounted for by the acquisition method, and accordingly the results of operations have been included in the Company’s

consolidated financial statements from each respective acquisition date. The purchase price was allocated to the assets acquired and liabilities assumed
based on estimated fair values at the acquisition date, with the excess of purchase price over the estimated fair value of the net assets acquired recorded as
goodwill. The fair value of acquired intangible assets of $372.1 million was primarily related to customer relationships, and developed technology acquired
from Paradigm. Customer relationships associated with John’s Lumber, Alliance, Paradigm, CTF, TTI and National were $2.6 million, $108.2 million,
$22.3 million, $52.8 million, $10.8 million and $53.6 million, respectively. Developed Technology associated with Paradigm was $95.6 million. We
recorded goodwill for John’s Lumber, Alliance, Paradigm, CTF, TTI and National of $8.4 million, $181.5 million, $318.2 million, $98.1 million, $9.7
million and $127.5 million, respectively.

 
Pro forma results of operations as well as net sales and income attributable to the acquisitions discussed above are not presented as these

acquisitions did not have a material impact on our results of operations, individually or in the aggregate. We incurred $9.3 million of acquisition related
costs attributable to these acquisitions in the year ended December 31, 2021, which is included in selling, general and administrative expenses in the
consolidated statements of operations.

 
On July 26, 2021, we completed the sale of our standalone Eastern U.S. gypsum distribution operations (“Gypsum Divestiture”) for total cash

proceeds of $76.2 million, resulting in a gain on sale totaling $26.3 million. The disposition does not meet the criteria for discontinued operations
classification, thus the results of operations for this divestiture are reported within the Company’s one reportable segment, and the gain on sale is included
within selling, general and administrative expenses in the consolidated statement of operations for the year ended December 31, 2021.

The following table summarizes the aggregate fair values of the assets acquired and liabilities assumed for these acquisitions during the year ended
December 31, 2021, (in thousands):

  BMC Merger   
All Other

Acquisitions   Total  
Cash and cash equivalents  $ 167,490  $ 44,469  $ 211,959 
Accounts receivable   428,221   146,742   574,963 
Other receivables   36,704   6,660   43,364 
Inventories   460,146   116,571   576,717 
Contract assets   40,983   6,014   46,997 
Other current assets   32,891   3,716   36,607 
Property, plant and equipment   555,170   70,419   625,589 
Operating lease right-of-use assets   179,133   44,083   223,216 
Goodwill   1,751,604   743,207   2,494,811 
Intangible assets   1,470,000   372,100   1,842,100 
Other assets   6,244   641   6,885 

Total assets  $ 5,128,586  $ 1,554,622  $ 6,683,208 
             
Accounts payable  $ 279,980  $ 19,808  $ 299,788 
Accrued liabilities   201,046   47,407   248,453 
Contract liabilities   45,072   22,436   67,508 
Operating lease liabilities   180,650   44,083   224,733 
Long-term debt   366,797   42   366,839 
Deferred income taxes   349,971   1,881   351,852 
Other long-term liabilities   46,707   535   47,242 

Total liabilities  $ 1,470,224  $ 136,192  $ 1,606,416 
             

Total consideration transferred  $ 3,658,363  $ 1,418,430  $ 5,076,793  

 
 

The following table reflects the unaudited pro forma operating results for the Company which gives effect to the BMC Merger as if it had occurred
on January 1, 2020 (in thousands). The pro forma results are based on assumptions that the Company believes are reasonable under the circumstances. The
pro forma results are not necessarily indicative of future results. The pro forma financial
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information includes the historical results of the Company and BMC adjusted for certain items, which are described below, and does not include the effects
of any synergies or cost reduction initiatives related to the BMC Merger.

 
    Twelve Months Ended

December 31,  

      2021   2020  
      (in thousands)  
Net sales      $ 19,893,856  $ 12,766,114 
Net income       1,874,632   240,699  

 
Pro forma net income reflects the following adjustments:

 • Property, plant and equipment and intangible assets are assumed to be recorded at their estimated fair values as of January 1, 2020, and are
depreciated or amortized over their estimated useful lives from that date.

 • Transaction-related expenses of $17.6 million incurred in 2021 are assumed to have occurred on January 1, 2020, and are presented as an
expense during the twelve months ended December 31, 2020.

 • Interest expense related to certain assumed long-term debt settled in connection with the BMC Merger has been adjusted.

 • Cost of sales related to the sell-through of inventory stepped-up in value in connection with the BMC Merger has been adjusted and is
presented as cost of sales for the year ended December 31, 2020.

 
 

 

4. Property, Plant and Equipment

Property, plant and equipment consisted of the following at December 31:
 

  2021   2020  
  (in thousands)  
Land  $ 329,354  $ 206,321 
Buildings and improvements   565,546   386,922 
Machinery and equipment   937,648   517,543 
Furniture, fixtures and information technology   138,115   102,309 
Construction in progress   80,500   16,568 
Finance lease right-of-use assets   6,054   43,256 

Property, plant and equipment   2,057,217   1,272,919 
Less: accumulated depreciation   671,776   523,789 

Property, plant and equipment, net  $ 1,385,441  $ 749,130  

 
Depreciation expense was $189.3 million, $94.5 million and $84.0 million, of which $43.5 million, $20.8 million, and $19.7 million was included in

cost of sales, for the years ended December 31, 2021, 2020, and 2019, respectively.

Included in property, plant and equipment are certain assets held under other finance obligations. These assets are recorded at the present value of
the lease payments and include land, buildings and equipment. Amortization charges associated with assets held under other finance obligations are
included in depreciation expense.

The following balances held under other finance obligations are included on the accompanying consolidated balance sheet as of December 31:
  2021   2020  

  (in thousands)  

Land  $ 110,878  $ 116,638 
Buildings and improvements   119,240   131,390 

Assets held under other finance obligations   230,118   248,028 
Less: accumulated amortization   24,309   25,015 

Assets held under other finance obligations, net  $ 205,809  $ 223,013  
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5. Goodwill

The following table sets forth the changes in the carrying amount of goodwill for the years ended December 31, 2021and 2020 (in thousands):

 
Balance as of December 31, 2019 (1)  $ 769,022 
Acquisitions   16,283 
Balance as of December 31, 2020 (1)  $ 785,305 
BMC Merger   1,751,604 
All other acquisitions   743,207 
Gypsum Divestiture   (9,924)
Balance as of December 31, 2021 (1)  $ 3,270,192  

(1) Goodwill is presented net of accumulated impairment losses of $44.6 million.
 
In 2021, the change in the carrying amount of goodwill is attributable to the BMC Merger and other acquisitions, as well as the Gypsum Divestiture.

The amount allocated to goodwill is attributable to the assembled workforces acquired, expected synergies, and expected growth from the new markets the
Company entered into. The goodwill recognized from the BMC Merger and CTF will not be deductible for tax purposes. The $645.1 million of goodwill
recognized from the other acquisitions is expected to be tax deductible and will be amortized ratably over a 15-year period for tax purposes.

We closely monitor trends in economic factors and their effects on operating results to determine if an impairment trigger was present that would
warrant a reassessment of the recoverability of the carrying amount of goodwill prior to the required annual impairment test in accordance with the
Intangibles – Goodwill and Other topic of the Codification.

In evaluating goodwill for impairment, the Company first assesses qualitative factors to determine whether it is more likely than not that the fair
value of the reporting unit is less than its carrying value. If it is concluded that it is more likely than not that the fair value of the reporting unit is not less
than its carrying value, then no further testing of the goodwill is required. However, if we determine that it is more likely than not that the fair value of the
reporting unit is less than its carrying amount, we perform a quantitative goodwill impairment test. This test identifies both the existence of and the amount
of goodwill impairment by comparing the fair value of a reporting unit to its carrying amount, including goodwill. If the fair value of a reporting unit
exceeds its carrying amount goodwill is not impaired. If the carrying amount of a reporting unit exceeds its fair value an impairment loss is recognized in
an amount equal to that excess, limited to the amount of goodwill allocated to that reporting unit.

The process of evaluating goodwill for impairment involves the determination of the fair value of our reporting units. As a result of the change in
segments discussed in Note 2 to these consolidated financial statements, the Company has determined that the reporting units to be used in the analysis of
goodwill impairment should align with its three operating segments. Inherent in such fair value determinations are certain judgments and estimates relating
to future cash flows, including our interpretation of current economic indicators and market valuations and assumptions about our strategic plans with
regard to our operations. Due to the uncertainties associated with such estimates, actual results could differ from such estimates resulting in further
impairment of goodwill.

In evaluating goodwill for impairment at December 31, 2021, we developed the fair value using a discounted cash flow methodology. The
discounted cash flow methodology establishes fair value by estimating the present value of the projected future cash flows to be generated from the
reporting unit. The discount rate applied to the projected future cash flows to arrive at the present value is intended to reflect all risks of ownership and the
associated risks of realizing the stream of projected future cash flows. The discounted cash flow methodology uses our projections of financial performance
for a five-year period. The significant assumptions used in the discounted cash flow methodology are the discount rate, the terminal value and the expected
future revenues and profitability.

We recorded no goodwill impairment charges in 2021, 2020, and 2019.
 

52



 
 

6. Intangible Assets

The following table presents intangible assets as of December 31:
 

  2021   2020  

  
Gross

Carrying
Amount   

Accumulated
Amortization   

Gross
Carrying
Amount   

Accumulated
Amortization  

  (in thousands)  
Customer relationships  $ 1,781,264  $ (328,540)  $ 195,435  $ (94,690)
Trade names   201,861   (155,141)   52,061   (38,138)
Subcontractor relationships   5,440   (3,757)   5,440   (1,944)
Non-compete agreements   13,519   (3,243)   3,719   (2,001)
Developed technology   95,600   (3,594)   -   - 

Total intangible assets  $ 2,097,684  $ (494,275)  $ 256,655  $ (136,773)

 
During the years ended December 31, 2021, 2020, and 2019, we recorded amortization expense in relation to the above-listed intangible assets of

$358.1 million, $22.1 million, and $16.1 million, respectively. We recorded no intangible asset impairment charges for the years ended December 31, 2021,
2020 or 2019.
 

In connection with the BMC Merger and current year acquisitions, we recorded intangible assets of $1.8 billion, which includes $1.6 billion of
customer relationships, $149.8 million of trade names, $95.6 million of developed technology, and $9.8 million of non-compete agreements. The weighted
average useful lives of the acquired intangible assets are 12.2 years in total, 12.5 years for customer relationships, 7.0 years for trade names, 9.1 years for
developed technology and 5.7 years for non-compete agreements. The fair value of acquired customer relationship intangible assets was primarily
estimated by applying the multi-period excess earnings method, which involved the use of significant estimates and assumptions primarily related to
forecasted revenue growth rates, gross margin, contributory asset charges, customer attrition rates, and market-participant discount rates. These measures
are based on significant Level 3 inputs not observable in the market. Key assumptions developed based on the Company’s historical experience, future
projections and comparable market data include future cash flows, long-term growth rates, attrition rates and discount rates.

 
In connection with the Gypsum Divestiture, we derecognized $0.5 million of intangible assets, net. Refer to Note 3 – Business Combinations and

Dispositions for additional information.
 
The following table presents the estimated amortization expense for intangible assets for the years ending December 31 (in thousands):

 
2022  $ 260,867 
2023   230,168 
2024   201,423 
2025   172,843 
2026   153,052 
Thereafter   585,056 

Total future net intangible amortization expense  $ 1,603,409  
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7. Accrued Liabilities

Accrued liabilities consisted of the following:
  December 31,

2021   December 31,
2020  

  (in thousands)  
Accrued payroll and other employee related expenses  $ 385,800  $ 176,379 
Accrued business taxes   81,055   46,717 
Self-insurance reserves   68,060   38,642 
Accrued rebates payable   51,805   18,592 
Amounts accrued for repurchases of common stock   51,545  — 
Accrued interest   31,666   13,567 
Income taxes payable   2,230   12,236 
Other   46,743   20,948 

Total accrued liabilities  $ 718,904  $ 327,081  

 
 

8. Long-Term Debt

Long-term debt consisted of the following: 
  December 31,

2021   December 31,
2020  

  (in thousands)  
2026 revolving credit facility (1)  $ 588,000  $ 75,000 
2027 notes   612,500   777,500 
2030 notes   550,000   550,000 
2032 notes   1,000,000   - 
Other finance obligations   202,995   216,072 
Finance lease obligations   3,787   23,873 
   2,957,282   1,642,445 
Unamortized debt discount/premium and debt issuance costs   (27,500)   (18,205)
   2,929,782   1,624,240 
Less: current maturities of lease obligations   3,660   27,335 

Long-term debt, net of current maturities, discounts and issuance costs  $ 2,926,122  $ 1,596,905
 

 

(1) The weighted average interest rate was 2.8% and 3.8% as of December 31, 2021 and 2020, respectively.

2019 Debt Transactions

Note Repurchase Transactions

In the first quarter of 2019, the Company executed a series of open market purchases of its 5.625% senior secured notes due 2024 (“2024 notes”).
These transactions resulted in $20.4 million in aggregate principal amount of the 2024 notes being repurchased at prices ranging from 94.9% to 95.9% of
par value. These repurchases were considered to be debt extinguishments and as such, we recognized a gain on debt extinguishment of $0.7 million in
interest expense.

Refinancing Transactions

In April 2019, the Company extended the maturity date of its previous revolving credit facility by 20 months to November 22, 2023. All other
material terms of the revolving credit facility were unchanged from those of the previous agreement.

We incurred $1.2 million in lender and third-party fees which, together with $5.9 million in remaining unamortized debt issuance costs, were
recorded as other assets and are being amortized over the remaining contractual life.

In May 2019, we completed a private offering of $400.0 million in aggregate principal amount of 6.750% senior secured notes due 2027 (the “2027
notes”) at an issue price equal to 100% of their par value. The proceeds from the issuance of the 2027 notes were used, together with cash on hand, to
purchase $97.0 million in aggregate principal amount of 2024 notes, to repay $300.0 million of our previous senior secured term loan facility due 2024 (the
“2024 term loan”) and to pay related transaction fees and expenses.
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We incurred $6.1 million of various third-party fees and expenses. Of these costs, $2.1 million were recorded to interest expense in the second
quarter of 2019. The remaining $4.0 million in costs incurred have been recorded as a reduction to long-term debt and are being amortized over the
contractual life of the 2027 notes using the effective interest method. Further, we recorded an additional $2.2 million to interest expense in the second
quarter of 2019 related to the write-off of unamortized debt discount and debt issuance costs in connection with the partial repayment of the 2024 term
loan.

In July 2019, we completed a private offering of an additional $75.0 million in aggregate principal amount of 2027 notes at an issue price of 104.5%
of their par value. The proceeds from the issuance of the 2027 notes were used together with cash on hand to redeem an additional $75.0 million in
aggregate principal amount of 2024 notes and to pay related transaction fees and expenses.

The additional $3.4 million in proceeds received in excess of par value represents a debt premium which has been recorded as an increase to long-
term debt. In addition, we incurred $1.3 million of various third-party fees and expenses which have been recorded as a reduction to long-term debt, which
together with the premium are being amortized over the contractual life of the 2027 notes using the effective interest method.

The redemption of the 2024 notes was considered to be a debt extinguishment. As such, we recognized a loss on extinguishment of $3.1 million
recorded to interest expense.   

Term Loan Repayment

In November 2019, we repaid $105.1 million of the 2024 term loan using cash on hand.  In connection with this repayment we recognized a loss on
extinguishment of $3.5 million related to the write-off of unamortized debt discount and debt issuance costs. This loss on extinguishment was recorded to
interest expense in the fourth quarter of 2019.

2020 Debt Transactions

Refinancing Transactions

In February 2020, the Company completed a private offering of $550.0 million in aggregate principal amount of its 5.00% unsecured senior notes
due 2030 (“2030 notes”) at an issue price equal to 100% of par value. The net proceeds from the issuance of the 2030 notes were used together with a
borrowing on our previous revolving credit facility to redeem the remaining $503.9 million in outstanding aggregate principal amount of 2024 notes and
$47.5 million in aggregate principal amount of 2027 notes and to pay related transaction fees and expenses.

We incurred $8.3 million of various third-party fees and expenses which were recorded as a reduction to long-term debt and are being amortized
over the contractual life of the 2030 notes using the effective interest method.

In addition, as the Company concluded that the redemption of the 2024 notes and 2027 notes were debt extinguishments, the Company recorded a
loss on extinguishment of $28.0 million in interest expense. Of this loss, approximately $22.7 million was attributable to the payment of redemption
premiums on the extinguished notes and $5.3 million was attributable to the write-off of unamortized debt issuance costs and debt premium.

In April 2020, the Company completed a private offering of an additional $350.0 million in aggregate principal amount of 2027 notes at an issue
price of 98.75% of par value. The net proceeds from the issuance of the 2027 notes were used to repay the funds borrowed under the previous revolving
credit facility and to pay related transaction fees and expenses, with the remaining net proceeds used for general corporate purposes.

The Company recognized the $4.4 million in proceeds received below par value as a debt discount recorded as a reduction to long-term debt.  In
addition, we incurred $5.5 million of various third-party fees and expenses, recorded as a reduction to long-term debt, which together with the discount will
be amortized over the contractual life of the 2027 notes using the effective interest method.

Term Loan Repayment

In November 2020, we repaid the remaining $52.0 million of the 2024 term loan using cash on hand. In connection with this repayment we
recognized a loss on extinguishment of $1.4 million related to the write-off of unamortized debt discount and debt issuance costs recorded to interest
expense.
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2021 Debt Transactions

Revolving Credit Facility Amendments

On January 29, 2021, the Company amended its revolving credit facility to increase the total commitments by an aggregate amount of
$500.0 million resulting in a new $1.4 billion amended credit facility, and to extend the maturity date from November 2023 to January 2026 (the “2026
facility”). All other material terms of the credit facility remain unchanged from those of the previous agreement. In connection with this amendment, we
expensed approximately $1.0 million of unamortized debt issuance costs related to exiting lenders to interest expense. Approximately $4.3 million of new
debt issuance costs related to the amendment will be amortized over the remaining contractual life.

On December 17, 2021, the Company amended its revolving credit facility to extend the maturity by 11 months to December 17, 2026. Additionally,
the amendment reduced the interest rates and commitment fee under the credit facility by 0.500% and 0.175%, respectively. All other material terms of the
credit facility remain unchanged from those of the previous agreement. In connection with this amendment, we incurred approximately $1.5 million of new
debt issuance costs which, together with the previous unamortized debt issuance costs, will be deferred and amortized over the remaining contractual lift.

Subsequent to year-end on February 4, 2022, the Company amended the 2026 facility to increase the total commitments by an aggregate amount of
$400.0 million resulting in a new $1.8 billion amended credit facility. All other material terms of the credit facility remain unchanged from those of the
previous agreement.  

Notes Repurchase Transactions

On March 3, 2021, pursuant to the optional call feature in the indenture governing our 2027 notes, $82.5 million of 2027 notes were redeemed at a
redemption price equal to 103% of the principal amount of the notes, plus accrued and unpaid interest. In connection with this redemption, we recognized a
loss on extinguishment of $3.6 million, which was recorded to interest expense in second quarter of 2021. Of this loss, approximately $2.5 million was
attributable to the payment of redemption premiums on the extinguished notes and $1.1 million was attributable to the write-off of unamortized net debt
discount and debt issuance costs.

On December 3, 2021, we redeemed an additional $82.5 million of 2027 notes at a redemption price equal to 103% of the principal amount of the
notes, plus accrued and unpaid interest. In connection with this redemption, we recognized a loss on extinguishment of $3.5 million, which was recorded to
interest expense in the fourth quarter of 2021. Of this loss, approximately $2.5 million was attributable to the payment of redemption premiums on the
extinguished notes and $1.0 million was attributable to the write-off of unamortized net debt discount and debt issuance costs

Notes Offering Transaction

On July 23, 2021, the Company completed a private offering of $1.0 billion in aggregate principal amount of 2032 notes (the “2032 notes”) at an
issue price equal to 100% of their par value. Net proceeds from the offering were used to repay indebtedness outstanding under the 2026 facility and related
transaction fees and expenses, with the remaining net proceeds used for general corporate purposes. In connection with the offering, we incurred
$13.7 million of various third-party fees and expenses. These costs have been recorded as a reduction to long-term debt and are being amortized over the
contractual life of the 2032 notes using the effective interest method. The 2032 notes are discussed in more detail below.

2026 Revolving Credit Facility

As of December 31, 2021, the 2026 facility provides for a $1.4 billion revolving credit line, further amended on February 4, 2022 to $1.8 billion as
noted above, to be used for working capital, general corporate purposes and funding capital expenditures and growth opportunities. In addition, we may use
the 2026 facility to facilitate debt repayment and consolidation. The available borrowing capacity, or borrowing base, is derived from a percentage of the
Company’s eligible receivables and inventory, as defined by the agreement, subject to certain reserves. As of December 31, 2021, we had $588.0 million in
outstanding borrowings under our 2026 facility and our net excess borrowing availability was $685.6 million after being reduced by outstanding letters of
credit of approximately $126.4 million.
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As of December 31, 2021, borrowings under the 2026 facility bear interest, at our option, at either a eurodollar rate or a base rate, plus, in each case,
an applicable margin. The applicable margin ranges from 1.25% to 1.50% per annum in the case of eurodollar rate loans and 0.25% to 0.50% per annum in
the case of base rate loans. The margin in either case is based on a measure of availability under the 2026 facility. A commitment fee, currently 0.20% per
annum, is charged on the unused amount of the revolver based on quarterly average loan utilization. Letters of credit under the 2026 facility are assessed at
a rate equal to the applicable eurodollar margin, currently 1.25%, as well as a fronting fee at a rate of 0.125% per annum. These fees are payable quarterly
in arrears at the end of March, June, September, and December.  Effective with the February 4, 2022 amendment, the applicable margin ranges
for  eurodollar rate loans were amended to be from 1.35% to 1.60% and there are no changes to base rate loan borrowings.

All obligations under the 2026 facility are guaranteed jointly and severally by the Company and all other subsidiaries that guarantee the 2027 notes,
the 2030 notes, and the 2032 notes (such subsidiaries, the “Debt Guarantors”). All obligations and the guarantees of those obligations are secured by
substantially all of the assets of the Company and the Debt Guarantors subject to certain exceptions and permitted liens, including with respect to the 2026
facility, a first-priority security interest in such assets that constitute ABL Collateral (as defined below) and a second-priority security interest in such assets
that constitute Notes Collateral (as defined below).

“ABL Collateral” includes substantially all presently owned and after-acquired accounts receivable, inventory, rights of unpaid vendors with respect
to inventory, deposit accounts, commodity accounts, securities accounts and lock boxes, investment property, cash and cash equivalents, and general
intangibles, books and records, supporting obligations and documents and related letters of credit, commercial tort claims or other claims related to and
proceeds of each of the foregoing. “Notes Collateral” includes all collateral that is not ABL Collateral.

The 2026 facility contains restrictive covenants which, among other things, limit the Company’s ability to incur additional indebtedness, incur liens,
engage in mergers or other fundamental changes, sell certain assets, pay dividends, make acquisitions or investments, prepay certain indebtedness, change
the nature of our business, and engage in certain transactions with affiliates. In addition, the 2026 facility also contains a financial covenant requiring the
satisfaction of a minimum fixed charge ratio of 1.00 to 1.00 if our excess availability falls below the greater of $80.0 million or 10% of the maximum
borrowing amount, which was $140.0 million as of December 31, 2021.

Senior Secured Notes due 2027

As of December 31, 2021, we have $612.5 million outstanding in aggregate principal amount of the 2027 notes which mature on June 1, 2027.
Interest accrues on the 2027 notes at a rate of 6.75% per annum and is payable semi-annually on June 1 and December 1 of each year.

The terms of the 2027 notes are governed by the indenture, dated as of the May 30, 2019 (the “2027 Indenture”), among the Company, the
guarantors named therein and Wilmington Trust, National Association, as trustee and as notes collateral agent. The 2027 notes, subject to certain
exceptions, are guaranteed, jointly and severally, on a senior secured basis, the Debt Guarantors. All obligations under the 2027 notes, and the guarantees of
those obligations, are secured by substantially all of the assets of the Company and the Debt Guarantors subject to certain exceptions and permitted liens,
including a first-priority security interest in such assets that constitute Notes Collateral and a second-priority security interest in such assets that constitute
ABL Collateral.

The 2027 Indenture contains restrictive covenants that limit the ability of the Company and its restricted subsidiaries to, among other things, incur
additional debt or issue preferred stock, create liens, create restrictions on the Company’s subsidiaries’ ability to make payments to the Company, pay
dividends and make other distributions in respect of the Company’s and its subsidiaries’ capital stock, make certain investments or certain other restricted
payments, guarantee indebtedness, designate unrestricted subsidiaries, sell certain kinds of assets, enter into certain types of transactions with affiliates, and
effect mergers and consolidations.

At any time prior to June 1, 2022, the Company may redeem the 2027 notes in whole or in part at a redemption price equal to 100% of the principal
amount of the 2027 notes plus the “applicable premium” set forth in the 2027 Indenture. At any time on or after June 1, 2022, the Company may redeem
the 2027 notes at the redemption prices set forth in the 2027 Indenture, plus accrued and unpaid interest, if any, to the redemption date. At any time and
from time to time during the 36-month period following the May 30, 2019, the Company may redeem up to 10% of the aggregate principal amount of the
2027 notes during each twelve-month period commencing on May 30, 2019 at a redemption price of 103% of the aggregate principal amount thereof plus
accrued and unpaid interest to the redemption date. As of December 31, 2021, we have exercised all the early call options as previously described. In
addition, at any time prior to June 1, 2022, the Company may redeem up to 40% of the aggregate principal amount of the 2027 notes with the net cash
proceeds of one or more equity offerings, as described in the 2027 Indenture, at a price equal to 106.750% of the principal amount thereof, plus accrued and
unpaid interest, if any, to the redemption date. If the Company experiences certain change
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of control events, holders of the 2027 notes may require it to repurchase all or part of their 2027 notes at 101% of the principal amount thereof, plus
accrued and unpaid interest, if any, to the repurchase date.

Senior Secured Notes due 2030

As of December 31, 2021, we have $550.0 million outstanding in aggregate principal amount of the 2030 notes, which mature on March 1, 2030.
Interest accrues on the 2030 notes at a rate of 5.00% per annum and is payable semi-annually on March 1 and September 1 of each year, commencing on
September 1, 2020.

The terms of the 2030 notes are governed by the indenture, dated as of the February 11, 2020 (the “2030 Indenture”), among the Company, the
guarantors named therein and Wilmington Trust, National Association, as trustee. The 2030 notes, subject to certain exceptions, are guaranteed, jointly and
severally, on a senior unsecured basis, by the Debt Guarantors. Subject to certain exceptions, future subsidiaries that guarantee the 2026 facility, the 2027
notes, the 2032 notes or certain other indebtedness will also guarantee the 2030 notes.

The 2030 notes constitute senior unsecured obligations of the Company and the Debt Guarantors, pari passu in right of payment with all of the
existing and future senior indebtedness of the Company, including indebtedness under the 2026 facility, the 2027 notes and the 2032 notes. The 2030 notes
are also (i) effectively subordinated to all existing and future secured indebtedness of the Company and the Debt Guarantors (including under the 2027
notes) to the extent of the value of the assets securing such indebtedness, (ii) senior to all of the future subordinated indebtedness of the Company and the
Debt Guarantors, and (iii) structurally subordinated to any existing and future indebtedness and other liabilities, including preferred stock, of the
Company’s subsidiaries that do not guarantee the 2030 notes.

The 2030 Indenture contains restrictive covenants that limit the ability of the Company and its restricted subsidiaries to, among other things, incur
additional debt or issue preferred stock, create liens, create restrictions on the Company’s subsidiaries’ ability to make payments to the Company, pay
dividends and make other distributions in respect of the Company’s and its subsidiaries’ capital stock, make certain investments or certain other restricted
payments, guarantee indebtedness, designate unrestricted subsidiaries, sell certain kinds of assets, enter into certain types of transactions with affiliates, and
effect mergers and consolidations.

At any time prior to March 1, 2025, the Company may redeem the 2030 notes in whole or in part at a redemption price equal to 100% of the
principal amount of the 2030 notes plus the “applicable premium” set forth in the 2030 Indenture. In addition, at any time prior to March 1, 2023, the
Company may redeem up to 40% of the aggregate principal amount of the 2030 notes with the net cash proceeds of one or more equity offerings, as
described in the 2030 Indenture, at a price equal to 105.0% of the principal amount thereof, plus accrued and unpaid interest, if any, to the redemption date.
At any time on or after March 1, 2025, the Company may redeem the 2030 notes at the redemption prices set forth in the 2030 Indenture, plus accrued and
unpaid interest, if any, to the redemption date. If the Company experiences certain change of control events, holders of the 2030 notes may require it to
repurchase all or part of their 2030 notes at 101% of the principal amount thereof, plus accrued and unpaid interest, if any, to the repurchase date.

Senior Secured Notes due 2032

As of December 31, 2021, we have $1.0 billion outstanding in aggregate principal amount of the 2032 notes, which mature on February 1, 2032.
Interest accrues on the 2032 notes at a rate of 4.25% per annum and is payable semi-annually on February 1 and August 1 of each year, commencing on
February 1, 2022.
 

The terms of the 2032 notes are governed by the indenture, dated as of the July 23, 2021 (the “2032 Indenture”), among the Company, the
guarantors named therein and Wilmington Trust, National Association, as trustee. The 2032 notes, subject to certain exceptions, are guaranteed, jointly and
severally, on a senior unsecured basis, by the Debt Guarantors. Subject to certain exceptions, future subsidiaries that guarantee the 2026 facility, the 2027
notes, the 2030 notes or certain other indebtedness will also guarantee the 2032 notes.
 

The 2032 notes constitute senior unsecured obligations of the Company and Debt Guarantors, pari passu in right of payment with all of the existing
and future senior indebtedness of the Company, including indebtedness under the 2026 facility, the 2027 notes and the 2030 notes, effectively subordinated
to all existing and future secured indebtedness of the Company and the Debt Guarantors (including indebtedness under the 2026 facility and the 2027
notes) to the extent of the value of the assets securing such indebtedness, senior to all of the future subordinated indebtedness of the Company and the Debt
Guarantors and structurally subordinated to any existing and future indebtedness and other liabilities, including preferred stock, of the Company’s
subsidiaries that do not guarantee the 2032 notes.
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The 2032 Indenture contains restrictive covenants that limit the ability of the Company and its restricted subsidiaries to, among other things, incur
additional debt or issue preferred stock, create liens, create restrictions on the Company’s subsidiaries’ ability to make payments to the Company, pay
dividends and make other distributions in respect of the Company’s and its subsidiaries’ capital stock, make certain investments or certain other restricted
payments, guarantee indebtedness, designate unrestricted subsidiaries, sell certain kinds of assets, enter into certain types of transactions with affiliates, and
effect mergers and consolidations.

At any time prior to August 1, 2026, the Company may redeem the 2032 notes in whole or in part at a redemption price equal to 100% of the
principal amount of the 2032 notes plus the “applicable premium” set forth in the 2032 Indenture. At any time on or after August 1, 2026, the Company
may redeem the 2032 notes at the redemption prices set forth in the 2032 Indenture, plus accrued and unpaid interest, if any, to the redemption date. At any
time prior to August 1, 2024, the Company may redeem up to 40% of the aggregate principal amount of the 2032 notes with the net cash proceeds of one or
more equity offerings, as described in the 2032 Indenture, at a price equal to 104.250% of the principal amount thereof, plus accrued and unpaid interest, if
any, to the redemption date. If the Company experiences certain change of control triggering events, holders of the 2032 notes may require it to repurchase
all or part of their 2032 notes at 101% of the principal amount thereof, plus accrued and unpaid interest, if any, to the repurchase date.

On January 21, 2022, the Company completed a private offering of an additional $300.0 million in aggregate principal amount of 2032 notes at an
issue price equal to 100.50% of par value. The net proceeds from the offering were used to repay indebtedness outstanding under the 2026 facility and pay
related transaction fees and expenses. In connection with the offering, we incurred $3.8 million of various third-party fees and expenses. These costs will
be recorded as a reduction to long-term debt in the first quarter of 2022 and amortized over the contractual life of the 2032 notes using the effective interest
method.

As of December 31, 2021 we were not in violation of any covenants or restrictions imposed by any of our debt agreements.

Future maturities of long-term debt as of December 31, 2021were as follows (in thousands):

 
Year ending December 31,     
2022  $ - 
2023   - 
2024   - 
2025   - 
2026   588,000 
Thereafter   2,162,500 
Total long-term debt  $ 2,750,500  

 
 
9. Leases and Other Finance Obligations
 

Right-of-use assets and lease liabilities consisted of the following as of December 31:
  2021   2020  

  (in thousands)  

Assets         
Operating lease right-of-use assets, net  $ 457,833  $ 274,562 
Finance lease right-of-use assets, net (included in property, plant and equipment, net)   4,111   34,905 

Total right-of-use assets  $ 461,944  $ 309,467 
Liabilities         
Current         

Current portion of operating lease liabilities  $ 96,680  $ 61,625 
Current portion of finance lease liabilities (included in current maturities of long-term
debt)   1,439   12,178 

Noncurrent         
Noncurrent portion of operating lease liabilities   375,289   219,239 
Noncurrent portion of finance lease liabilities (included in long-term debt, net of current
maturities)   2,348   11,695 

Total lease liabilities  $ 475,756  $ 304,737  
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Total lease costs consisted of the following for the years ended December 31:
         

  2021   2020  

  (in thousands)  

Operating lease costs (1)  $ 133,009  $ 85,798 
Finance lease costs:         

Amortization of finance lease right-of-use assets   2,166   6,325 
Interest on finance lease liabilities   360   1,424 

Variable lease costs   27,276   17,607 
Total lease costs  $ 162,811  $ 111,154  

 
 

(1) Includes short-term lease costs and sublease income which were not material for either period.

Future maturities of lease liabilities as of December 31, 2021 were as follows:

  
Finance
Leases   

Operating
Leases  

  (in thousands)  
2022  $ 1,570  $ 115,675 
2023   1,337   102,699 
2024   480   85,724 
2025   257   62,585 
2026   128   50,872 
Thereafter   309   142,084 

Total lease payments   4,081   559,639 
Less: amount representing interest   (294)   (87,670)

Present value of lease liabilities   3,787   471,969 
Less: current portion   (1,439)   (96,680)

Long-term lease liabilities, net of current portion  $ 2,348  $ 375,289  

 
Weighted average lease terms and discount rates as of December 31 were as follows:
  2021   2020  
Weighted average remaining lease term (years)         

Operating leases   6.3   6.3 
Finance leases   3.4   2.1 

Weighted average discount rate         
Operating leases   5.3%   6.3%
Finance leases   4.4%   5.9%

 
The following table presents cash paid for amounts included in the measurement of lease liabilities for the years ended December 31:
  2021   2020  
  (in thousands)  
Cash paid for amounts included in the measurement of lease liabilities:         

Operating cash flows from operating leases  $ 118,314  $ 82,559 
Operating cash flows from finance leases   360   1,424 
Financing cash flows from finance leases   2,709   13,409

 

 
 
Residual value guarantees in our lease agreements are not material. Based upon the expectation that none of these leased assets will have a residual

value at the end of the lease term that is materially less than the value specified in the related operating lease agreement or that we will purchase the
equipment at the end of the lease term, we do not believe it is probable that we will be required to fund any amounts under the terms of these guarantee
arrangements. Accordingly, these guarantees have not been recognized in the calculation of our right-of-use assets and lease liabilities. Our lease
agreements do not impose any significant restrictions or covenants on us. As of December 31, 2021, we do not have any material leases that have been
signed but have not yet commenced and are not
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reflected on our consolidated balance sheet. Leases with related parties are not significant as of and for the years ended December 31, 2021, 2020, and
2019.

Other Finance Obligations

In addition to the operating and finance lease arrangements described above, the Company is party to 121 individual property lease agreements with
a single lessor as of December 31, 2021. These lease agreements had initial terms ranging from nine to 15 years with renewal options in five-year
increments providing for up to approximately 30-year total lease terms. A related agreement between the lessor and the Company gives the Company the
right to acquire a limited number of the leased facilities at fair market value. These purchase rights represent a form of continuing involvement with these
properties, which precluded sale-leaseback accounting. As a result, the Company treats all of the properties that it leases from this lessor as a financing
arrangement.

We were deemed the owner of certain of our facilities during their construction period based on an evaluation made in accordance with the Leases
topic of the Codification. Effectively, a sale and leaseback of these facilities occurred when construction was completed and the lease term began. These
transactions did not qualify for sale-leaseback accounting. As a result, the Company treats the lease of these facilities as a financing arrangement.

As of December 31, 2021, other finance obligations consist of $203.0 million, with cash payments of $21.2 million for the year ended December 31,
2021. These other finance obligations are included on the consolidated balance sheet as part of long-term debt. The related assets are recorded as
components of property, plant, and equipment on the consolidated balance sheet.

Future maturities for other finance obligations as of December 31, 2021 were as follows (in thousands):
 
2022  $ 16,885 
2023   16,893 
2024   16,911 
2025   16,911 
2026   16,690 
Thereafter   157,653 

Total  $ 241,943  

 

10. Employee Stock-Based Compensation

2014 Incentive Plan

Under our 2014 Incentive Plan (“2014 Plan”), as amended, the Company is authorized to grant awards in the form of incentive stock options, non-
qualified stock options, restricted stock shares, restricted stock units, other common stock-based awards and cash-based awards. As of December 31, 2021,
the Company had reserved 15.1 million shares of common stock for the grant of awards under the 2014 Plan, subject to adjustment as provided by the 2014
Plan. In 2020, the number of shares available under the 2014 Plan had been adjusted to allow for the assumption of options and shares granted in
connection with the BMC Merger. All shares under the Plan may be made subject to options, stock appreciation rights (“SARs”), or stock-based awards.
Stock options and SARs granted under the 2014 Plan may not have a term exceeding 10 years from the date of grant. The 2014 Plan also provides that all
awards will become fully vested and/or exercisable upon a change in control (as defined in the 2014 Plan) if those awards (i) are not assumed or equitably
substituted by the surviving entity or (ii) have been assumed or equitably substituted by the surviving entity, and the grantee’s employment is terminated
under certain circumstances. Other specific terms for awards granted under the 2014 Plan shall be determined by our Compensation Committee (or the
board of directors if so determined by the board of directors). Awards granted under the 2014 Plan generally vest ratably over a three to four-year period or
cliff vest after a period of three to four years. As of December 31, 2021, 8.1 million shares were available for issuance under the 2014 Plan. If it is assumed
that shares will be issued at the target vesting amount for outstanding restricted stock units (“RSUs”) with variable payout provisions, an additional 0.8
million shares would be included in the shares available for future issuance under the 2014 Plan.

2007 Incentive Plan

Under our 2007 Incentive Plan (“2007 Plan”), the Company was authorized to grant awards in the form of incentive stock options, non-
qualified stock options, restricted stock, other common stock-based awards and cash-based awards. Stock options granted under the 2007 Plan do
not have a term exceeding 10 years from the date of grant. As of May 24, 2017, no further grants will be made under the 2007 plan. All remaining
awards granted under the 2007 Plan are fully vested and exercisable.

2005 Equity Incentive Plan
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Under our 2005 Equity Incentive Plan (“2005 Plan”), we were authorized to grant stock-based awards in the form of incentive stock options, non-

qualified stock options, restricted stock and other common stock-based awards. Stock options granted under the 2005 Plan do not have a term exceeding 10
years from the date of grant. As of June 27, 2015, no further grants will be made under the 2005 Plan. All remaining awards granted under the 2005 Plan
are fully vested and exercisable.

1998 Stock Incentive Plan

Under the Builders FirstSource, Inc. 1998 Stock Incentive Plan (“1998 Plan”), we were authorized to issue shares of common stock pursuant to
awards granted in various forms, including incentive stock options, non-qualified stock options and other stock-based awards. The 1998 Plan also
authorized the sale of common stock on terms determined by our board of directors.   As of January 1, 2005, no further grants will be made under the 1998
Plan. All remaining stock options granted under the 1998 Plan are fully vested and exercisable.

Stock Options

The following table summarizes our stock option activity:
      Weighted   Weighted      
      Average   Average      
      Exercise   Remaining   Aggregate  
  Options   Price   Years   Intrinsic Value  
  (in thousands)           (in thousands)  
Outstanding at December 31, 2020   199  $ 7.68         
Assumed in BMC Merger   84  $ 12.69         
Exercised   (90)  $ 8.25         
Forfeited   -  $ -         
Outstanding at December 31, 2021   193  $ 9.60   2.9  $ 14,696 
Exercisable at December 31, 2021  $ 193  $ 9.60   2.9  $ 14,696  

 
 

The outstanding options at December 31, 2021 include 128,000 options under the 2014 plan, 28,000 options under the 2007 Plan, 18,000 options
under the 2005 Plan and 19,000 options under the 1998 Plan. As of December 31, 2021, all outstanding options under the 2014 Plan, the 2007 Plan, the
2005 Plan and the 1998 Plan were exercisable. There were no options granted during the years ended December 31, 2021, 2020 or 2019. The total intrinsic
value of options exercised during the years ended December 31, 2021, 2020, and 2019 were $7.0 million, $4.8 million and $12.5 million, respectively.
Vesting of all of our stock options is contingent solely on continuous employment over the requisite service period.
 

Restricted Stock Units

The total outstanding RSUs at December 31, 2021 include 2,058,000 units granted under the 2014 Plan.

The Company grants RSUs to employees under our 2014 Incentive Plan for which vesting is based solely on continuous employment over the
requisite service period. Generally, the RSUs vest 33% per year at each anniversary of the grant date over the next three years or RSUs vest at 50% per year
at each anniversary of the grant date over the next two years. A certain number of RSUs  vest at 25% on each of the second and third anniversaries of the
grant date and 50% on the fourth anniversary of the grant date.

The following table summarizes activity for RSUs subject solely to service conditions for the year ended December 31, 2021 (shares in thousands):
      Weighted  

      Average Grant  
  Shares   Date Fair Value  
Nonvested at December 31, 2020   1,401  $ 17.60 

Granted   645  $ 47.36 
Vested   (726)  $ 19.01 
Forfeited   (37)  $ 45.38 

Nonvested at December 31, 2021   1,283  $ 30.97  

 
The weighted average grant date fair value of RSUs for which vesting is subject solely to service conditions granted during the years ended

December 31, 2021, 2020 and 2019 were $47.36, $19.54, and $14.29, respectively.
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Performance and Service Condition Based Restricted Stock Unit Grants

The Company grants RSUs to employees under our 2014 Incentive Plan for which vesting is based on the Company’s achievement of certain
performance targets, generally over a two-year period (“performance condition”), as well as continued employment during the performance period. A
certain number of RSUs vest based on a performance condition over a five-year period as well as continued employment during the performance period.
Assuming continued employment and if the performance vesting condition is achieved, the awards will vest on the second anniversary of the grant date.
The actual number of shares of common stock that may be earned ranges from zero to 120% of the RSUs granted. The total number of outstanding RSUs at
December 31, 2021 subject to performance and service conditions was 92,000.

Performance, Market and Service Condition Based Restricted Stock Unit Grants

The Company grants RSUs to employees under our 2014 Incentive Plan, that cliff vest on the third anniversary of the grant date based on the
Company’s level of achievement of performance goals relating to return on invested capital over a three-year period (“performance condition”) as well as
continued employment during the performance period. The total number of shares of common stock that may be earned from the performance condition
ranges from zero to 200% of the RSUs granted. The number of shares earned from the performance condition may be further increased by 10% or
decreased by 10% based on the Company’s total shareholder return relative to a peer group during the performance period (“market condition”). The total
number of outstanding RSUs at December 31, 2021 subject to performance, market and service conditions was 683,000.

The following table summarizes activity for RSUs for which vesting is subject to performance, market and service conditions for the year ended
December 31, 2021 (shares in thousands):  

      Weighted  

      Average Grant  
  Shares   Date Fair Value  
Nonvested at December 31, 2020   948  $ 18.97 

Granted   284  $ 41.62 
Vested   (442)  $ 20.62 
Forfeited   (15)  $ 44.45 

Nonvested at December 31, 2021   775  $ 25.85  

 
The weighted average grant date fair value of RSUs for which vesting is subject to performance, market and service conditions granted during the

years ended December 31, 2021, 2020 and 2019 were $41.62, $23.18 and $14.42, respectively. 
 

Our results of operations include stock compensation expense of $31.5 million, $17.0 million and $12.2 million for the years ended December 31,
2021, 2020 and 2019, respectively. We recognized excess tax benefits for stock options exercised and RSUs vested of $8.7 million, $2.1 million and $2.2
million for the years ended December 31, 2021, 2020 and 2019, respectively. The total fair value of options vested during the years ended December 31,
2021, 2020, and 2019 were $0.1 million, $0.1 million and $0.3 million, respectively. The total fair value of RSUs vested during the years ended December
31, 2021, 2020 and 2019 were $22.9 million, $11.3 million and $9.8 million, respectively.

As of December 31, 2021, there was approximately $33.0 million of total unrecognized compensation cost related to non-vested share-based
compensation arrangements granted under the Plans. That cost is expected to be recognized over a weighted-average period of 1.8 years.
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11. Income Taxes

The components of income tax expense included in continuing operations were as follows for the years ended December 31:
 

  2021   2020   2019  
  (in thousands)  
Current:             

Federal  $ 475,737  $ 66,017  $ 3,678 
State   84,967   11,998   6,274 

   560,704   78,015   9,952 
Deferred:             

Federal   (33,803)   16,270   45,955 
State   (770)   344   5,039 

   (34,573)   16,614   50,994 
Income tax expense  $ 526,131  $ 94,629  $ 60,946  

 
Temporary differences, which give rise to deferred tax assets and liabilities, were as follows as of December 31:
  2021   2020  
  (in thousands)  
Deferred tax assets related to:         

Accrued expenses  $ 31,828  $ 19,182 
Insurance reserves   32,080   16,582 
Stock-based compensation expense   5,008   3,549 
Accounts receivable   8,742   4,726 
Inventories   10,387   6,152 
Operating loss and credit carryforwards   18,356   10,812 
Operating lease liabilities   113,273   70,216 
Other   3,098   3,746 
   222,772   134,965 
Valuation allowance   (2,573)   (2,409)

Total deferred tax assets   220,199   132,556 
Deferred tax liabilities related to:         

Prepaid expenses   (8,960)   (3,914)
Goodwill and other intangible assets   (307,165)   (47,490)
Property, plant and equipment   (156,315)   (57,353)
Operating lease right-of-use assets   (109,880)   (68,641)

Total deferred tax liabilities   (582,320)   (177,398)
Net deferred tax liability  $ (362,121)  $ (44,842)

 
 

A reconciliation of the statutory federal income tax rate to our effective rate for continuing operations is provided below for the years ended
December 31:

              
  2021   2020   2019   
Statutory federal income tax rate   21.0%   21.0%   21.0%  
State income taxes, net of federal income tax   3.2   3.7   2.8  
Stock-based compensation windfall benefit   (0.4)   (0.5)   (0.8)  
Permanent difference - 162(m) limitation   0.3   0.5   0.4  
Permanent difference - credits   (0.9)   (1.7)   (2.3)  
Permanent difference - other   0.2   0.3   0.7  
Other  —   (0.1)   (0.2)  

   23.4%   23.2%   21.6%  
 
 

We have $113.2 million of state net operating loss carryforwards and $1.3 million of state tax credit carryforwards expiring at various dates through
2035. We also have $63.2 million of federal net operating loss carryforwards expiring at various dates through 2034. We evaluate our deferred tax assets on
a quarterly basis to determine whether a valuation allowance is required. In accordance
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with the Income Taxes topic of the Codification we assess whether it is more likely than not that some or all of our deferred tax assets will not be realized.
Significant judgment is required in estimating valuation allowances for deferred tax assets and in making this determination, we consider all available
positive and negative evidence and make certain assumptions. The realization of a deferred tax asset ultimately depends on the existence of sufficient
taxable income in the applicable carryforward period. Changes in our estimates of future taxable income and tax planning strategies will affect our estimate
of the realization of the tax benefits of these tax carryforwards.

We base our estimate of deferred tax assets and liabilities on current tax laws and rates. In certain cases, we also base our estimate on business plan
forecasts and other expectations about future outcomes. Changes in existing tax laws or rates could affect our actual tax results, and future business results
may affect the amount of our deferred tax liabilities or the valuation of our deferred tax assets over time. Due to uncertainties in the estimation process,
particularly with respect to changes in facts and circumstances in future reporting periods, as well as the residential homebuilding industry’s cyclicality and
sensitivity to changes in economic conditions, it is possible that actual results could differ from the estimates used in previous analyses.  
 

The balance for uncertain tax positions, excluding penalties and interest, was $14.5 million and $9.2 million as of December 31, 2021 and 2020,
respectively, with $5.3 million and $7.2 million recorded in the Company’s consolidated statement of operations for the years ended December 31, 2021
and 2020, and with no significant amounts recorded in the year ended December 31, 2019. We accrue interest and penalties on our uncertain tax positions
as a component of our provision for income taxes. We accrued no significant interest and penalties in 2021, 2020 or 2019.

We are subject to U.S. federal income tax as well as income tax of multiple state jurisdictions. Based on completed examinations and the expiration
of statutes of limitations, we have concluded all U.S. federal income tax matters for years through 2014. We are currently under IRS audit for various
aspects of our 2015, 2016, 2017 and 2019 tax years. We report income-based tax in 41 states with various years open to examination.

 
 
12. Employee Benefit Plans

We maintain one active defined contribution 401(k) plan. Our employees are eligible to participate in the plan subject to certain employment
eligibility provisions. Participants can contribute up to 75% of their annual compensation, subject to federally mandated maximums. Participants are
immediately vested in their own contributions. We match a certain percentage of the contributions made by participating employees, subject to IRS
limitations. Our matching contributions are subject to a pro-rata five-year vesting schedule. We recognized expense of $30.2 million, $8.1 million and $7.8
million in 2021, 2020 and 2019, respectively, for contributions to the plan.

We maintain one active defined benefit post-retirement plan which provides income at a defined percentage of a participant’s salary for a period
after retirement. The plan is not material and is fully funded by investments segregated for the sole purpose of funding the plan.

The Company contributes to multiple collectively bargained union retirement plans including multiemployer plans. The Company does not
administer the multiemployer plans, and contributions are determined in accordance with the provisions of negotiated labor contracts. The risks of
participating in multiemployer plans are different from single-employer plans. Assets contributed to the multiemployer plan by one employer may be used
to provide benefits to employees of other participating employers. If a participating employer stops contributing to a multiemployer plan, the unfunded
obligations of that multiemployer plan may be borne by the remaining participating employers. If the Company chooses to stop participating in a
multiemployer plan, the Company may be required to pay that plan an amount (“withdrawal liability”) based on the plan’s formula and the underfunded
status of the plan attributable to the Company. Contributions to the plans for the years ended December 31, 2021, 2020 and 2019 were not significant.
 
 
13. Commitments and Contingencies

As of December 31, 2021, we had outstanding letters of credit totaling $126.4 million under our 2026 facility that principally support our self-
insurance programs.

The Company has a number of known and threatened construction defect legal claims.  While these claims are generally covered under the
Company’s existing insurance programs to the extent any loss exceeds the deductible, there is a reasonable possibility of loss that is not able to be
estimated at this time because (i) many of the proceedings are in the discovery stage, (ii) the outcome of future litigation is uncertain, and/or (iii) the
complex nature of the claims.  Although the Company cannot estimate a reasonable range of loss based on currently available information, the resolution of
these matters could have a material adverse effect on the Company's financial position, results of operations or cash flows.
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In addition, we are involved in various other claims and lawsuits incidental to the conduct of our business in the ordinary course. We carry insurance
coverage in such amounts in excess of our self-insured retention as we believe to be reasonable under the circumstances and that may or may not cover any
or all of our liabilities in respect of such claims and lawsuits. Although the ultimate disposition of these other proceedings cannot be predicted with
certainty, management believes the outcome of any such claims that are pending or threatened, either individually or on a combined basis, will not have a
material adverse effect on our consolidated financial position, cash flows or results of operations.  However, there can be no assurances that future adverse
judgments and costs would not be material to our results of operations or liquidity for a particular period.
 
 
14. Related Party Transactions

An executive officer of one of our customers, Ashton Woods USA, L.L.C., is a member of the Company’s board of directors. Accounts receivable
due from and net sales to Ashton Woods USA, L.L.C. were approximately 1% of our total accounts receivable and our total net sales, respectively, for the
year ended December 31, 2021. Further, the Company has entered into certain leases of land and buildings with certain employees or non-affiliate
stockholders. Activity associated with these related party transactions was not significant as of or for the years ended December 31, 2021, 2020 or 2019.

Transactions between the Company and other related parties occur in the ordinary course of business. However, the Company carefully monitors
and assesses related party relationships. Management does not believe that any of these transactions with related parties had a material impact on the
Company’s results for the years ended December 31, 2021, 2020, or 2019.

15. Subsequent Events

Debt Transactions

As discussed in Note 8, on January 21, 2022, the Company completed a private offering of an additional $300.0 million in aggregate principal
amount of 2032 notes at an issue price equal to 100.50% of par value. Net proceeds from the offering were used to repay borrowings on the 2026 facility
and to pay related transaction fees and expenses. In addition, the Company amended the 2026 facility to increase the total commitments by an aggregate
amount of $400.0 million resulting in a new $1.8 billion amended credit facility.

Company Shares Repurchases

On January 12, 2022, the Company completed its final share repurchases under its two previously announced share repurchase authorizations
totaling $2.0 billion. From January 1, 2022 to January 12, 2022, the Company repurchased and retired approximately 3.1 million shares of our common
stock at an average price of $81.35 per share for $252.7 million, including fees. Additionally, on February 18, 2022, the Company announced that its board
of directors authorized the repurchase an additional $1.0 billion of its shares of common stock.
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Item 9.  Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Disclosure Controls Evaluation and Related CEO and CFO Certifications. Our management, with the participation of our principal executive
officer (“CEO”) and principal financial officer (“CFO”) conducted an evaluation of the effectiveness of the design and operation of our disclosure controls
and procedures as of the end of the period covered by this annual report.

Certifications of our CEO and our CFO, which are required in accordance with Rule 13a-14 of the Securities Exchange Act of 1934, as amended
(“Exchange Act”), are attached as exhibits to this annual report. This “Controls and Procedures” section includes the information concerning the controls
evaluation referred to in the certifications, and it should be read in conjunction with the certifications for a more complete understanding of the topics
presented.

Limitations on the Effectiveness of Controls. We do not expect that our disclosure controls and procedures will prevent all errors and all fraud. A
system of controls and procedures, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of
the system are met. Because of the limitations in all such systems, no evaluation can provide absolute assurance that all control issues and instances of
fraud, if any, within the Company have been detected. Furthermore, the design of any system of controls and procedures is based in part upon certain
assumptions about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all
potential future conditions, regardless of how unlikely. Because of these inherent limitations in a cost-effective system of controls and procedures,
misstatements or omissions due to error or fraud may occur and not be detected.

Scope of the Controls Evaluation. The evaluation of our disclosure controls and procedures included a review of their objectives and design, the
Company’s implementation of the controls and procedures and the effect of the controls and procedures on the information generated for use in this annual
report. In the course of the evaluation, we sought to identify whether we had any data errors, control problems or acts of fraud and to confirm that
appropriate corrective action, including process improvements, were being undertaken if needed. This type of evaluation is performed on a quarterly basis
so that conclusions concerning the effectiveness of our disclosure controls and procedures can be reported in our quarterly reports on Form 10-Q. Many of
the components of our disclosure controls and procedures are also evaluated by our internal audit department, our legal department and by personnel in our
finance organization. The overall goals of these various evaluation activities are to monitor our disclosure controls and procedures on an ongoing basis, and
to maintain them as dynamic systems that change as conditions warrant.

Conclusions regarding Disclosure Controls. Based on the required evaluation of our disclosure controls and procedures, our CEO and CFO have
concluded that, as of December 31, 2021, we maintained disclosure controls and procedures that were effective in providing reasonable assurance that
information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported
within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to our management, including
our CEO and CFO, as appropriate, to allow timely decisions regarding required disclosure.

Management’s Report on Internal Control over Financial Reporting. Our management is responsible for establishing and maintaining adequate
internal control over financial reporting, as such term is defined in Rule 13a-15(f) of the Exchange Act. Internal control over financial reporting is a process
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles ("GAAP"). Internal control over financial reporting includes policies and procedures that: (i)
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of our assets; (ii) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP, and that our
receipts and expenditures are being made only in accordance with authorizations of our management and directors; and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use or disposition of our assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree
of compliance with existing policies or procedures may deteriorate.
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Under the supervision and with the participation of our management, including our CEO and CFO, we conducted an evaluation of the effectiveness
of our internal control over financial reporting based on the framework set forth in Internal Control — Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on our evaluation under the framework set forth in Internal Control —
Integrated Framework (2013), our management concluded that our internal control over financial reporting was effective as of December 31, 2021.

The effectiveness of the Company’s internal control over financial reporting as of December 31, 2021, has been audited by PricewaterhouseCoopers
LLP, an independent registered public accounting firm, as stated in their report which appears herein.

Changes in Internal Control over Financial Reporting. During the period covered by this report, other than described below, there were no changes
in our internal control over financial reporting identified in connection with the evaluation described above that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.

On January 1, 2021, the Company completed the BMC Merger. Throughout 2021, the Company was in the process of integrating BMC pursuant to
the Sarbanes-Oxley Act of 2002. The Company evaluated changes to processes, information technology systems and other components of internal controls
over financial reporting as part of its ongoing integration activities, and as a result, controls were periodically changed throughout the period. The Company
believes, however, that it was able to maintain sufficient controls over the substantive results of its financial reporting throughout this integration process.

Item 9B.  Other Information
 

None.

Item 9C.  Disclosure Regarding Foreign Jurisdictions That Prevent Inspections
 

Not applicable.
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PART III

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this item appears in our definitive proxy statement for our annual meeting of stockholders to be held June 14, 2022
under the captions “Proposal 1 — Election of Directors,” “Continuing Directors,” “Information Regarding the Board and Its Committees,” “Corporate
Governance,” “Section 16(a) Beneficial Ownership Reporting Compliance,” and “Executive Officers of the Registrant,” which information is incorporated
herein by reference.

Code of Business Conduct and Ethics

Builders FirstSource, Inc. and its subsidiaries endeavor to do business according to the highest ethical and legal standards, complying with both the
letter and spirit of the law. Our board of directors approved a Code of Business Conduct and Ethics that applies to our directors, officers (including our
principal executive officer, principal financial officer and principal accounting officer) and employees. Our Code of Business Conduct and Ethics is
administered by a compliance committee made up of representatives from our legal, human resources, finance and internal audit departments.

Our employees are encouraged to report any suspected violations of laws, regulations and the Code of Business Conduct and Ethics, and all
unethical business practices. We provide continuously monitored hotlines for anonymous reporting by employees.

Our board of directors has also approved a Supplemental Code of Ethics for the Chief Executive Officer, President, and Senior Financial Officers of
Builders FirstSource, Inc., which is administered by our general counsel.

Both of these policies are listed as exhibits to this annual report on Form 10-K and can be found in the “Investors” section of our corporate Web site
at: www.bldr.com.

Stockholders may request a free copy of these policies by contacting the Corporate Secretary, Builders FirstSource, Inc., 2001 Bryan Street,
Suite 1600, Dallas, Texas 75201, United States of America.

In addition, within four business days of:

 • Any amendment to a provision of our Code of Business Conduct and Ethics or our Supplemental Code of Ethics for Chief Executive Officer,
President and Senior Financial Officers of Builders FirstSource, Inc. that applies to our chief executive officer, chief financial officer or chief
accounting officer as it relates to one or more of the items set forth in Item 406(b) of Regulation S-K; or

 • The grant of any waiver, including an implicit waiver, from a provision of one of these policies to one of these officers that relates to one or
more of the items set forth in Item 406(b) of Regulation S-K,

We will provide information regarding any such amendment or waiver (including the nature of any waiver, the name of the person to whom the
waiver was granted and the date of the waiver) on our Web site at the Internet address above, and such information will be available on our Web site for at
least a 12-month period. In addition, we will disclose on our Web site at the Internet address above any amendments and waivers to our Code of Business
Conduct and Ethics or our Supplemental Code of Ethics for Chief Executive Officer, President and Senior Financial Officers of Builders FirstSource, Inc.
that relate to any element of the definition of “code of ethics” enumerated in Item 406(b) of Regulation S-K under the Securities Exchange Act of 1934, as
amended.

Item 11. Executive Compensation

The information required by this item appears in our definitive proxy statement for our annual meeting of stockholders to be held June 14, 2022,
under the captions “Executive Compensation and Other Information,” “Information Regarding the Board and its Committees — Compensation of
Directors,” and “Compensation Committee Interlocks and Insider Participation,” which information is incorporated herein by reference.

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The information required by this item appears in our definitive proxy statement for our annual meeting of stockholders to be held on June 14, 2022,
under the caption “Ownership of Securities” and “Equity Compensation Plan Information,” which information is incorporated herein by reference.
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Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this item appears in our definitive proxy statement for our annual meeting of stockholders to be held June 14, 2022,
under the caption “Election of Directors and Management Information,” “Information Regarding the Board and its Committees,” and “Certain
Relationships and Related Party Transactions,” which information is incorporated herein by reference.

Item 14.  Principal Accountant Fees and Services

The information required by this item appears in our definitive proxy statement for our annual meeting of stockholders to be held June 14, 2022,
under the caption “Proposal 3 — Ratification of Selection of Independent Registered Public Accounting Firm — Fees Paid to PricewaterhouseCoopers
LLP,” which information is incorporated herein by reference.
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PART IV
 
Item 15.  Exhibits and Financial Statement Schedules
 

(a) (1) See the index to consolidated financial statements provided in Item 8 for a list of the financial statements filed as part of this report.

(2) Financial statement schedules are omitted because they are either not applicable or not material.

(3) The following documents are filed, furnished or incorporated by reference as exhibits to this report as required by Item 601 of Regulation S-K.
 

Exhibit
Number   Description

   
 

    2.1

  

 

Agreement and Plan of Merger, dated August 26, 2020, by and among Builders FirstSource, Inc., BMC Stock Holdings, Inc., and Boston
Merger Sub I Inc. (incorporated by reference to Exhibit 2.1 to the Company’s Current Report on Form 8-K, filed with the Securities and
Exchange Commission on August 27, 2020, File Number 0-51357)

 

    3.1

  

 

Amended and Restated Certificate of Incorporation of Builders FirstSource, Inc. (incorporated by reference to Exhibit 3.1 to Amendment
No. 4 to the Registration Statement of the Company on Form S-1, filed with the Securities and Exchange Commission on June 6, 2005, File
Number 333-122788)

 

    3.2

  

 

Amendment to Amended and Restated Certificate of Incorporation of Builders FirstSource, Inc. (incorporated by reference to Exhibit 3.1 to
the Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on January 4, 2021, File Number 0-
51357)

 

    3.3
  

 

Amended and Restated By-Laws of Builders FirstSource, Inc. (incorporated by reference to Exhibit 3.1 to the Company’s Current Report
on Form 8-K, filed with the Securities and Exchange Commission on August 14, 2020, File Number 0-51357)

 

    4.1

 

 

Indenture, dated as of May 30, 2019, among Builders FirstSource, Inc., the guarantors party thereto, and Wilmington Trust, National
Association, as trustee and notes collateral agent (form of Note included therein) (incorporated by reference to Exhibit 4.1 to the
Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on May 31, 2019, File Number 0-51357)

 

    4.2

 

 

First Supplemental Indenture, dated as of July 25, 2019, among Builders FirstSource, Inc., the guarantors party thereto, and Wilmington
Trust, National Association, as trustee and notes collateral agent (incorporated by reference to Exhibit 4.3 to the Company’s Current Report
on Form 8-K, filed with the Securities and Exchange Commission on July 30, 2019, File Number 0-51357)

 

    4.3

 

 

Second Supplemental Indenture, dated as of April 24, 2020, among Builders FirstSource, Inc., the guarantors named therein and
Wilmington Trust, National Association, as trustee and as notes collateral agent (incorporated by reference to Exhibit 4.4 to the Company’s
Current Report on Form 8-K, filed with the Securities and Exchange Commission on April 24, 2020, File Number 0-51357)

 

    4.4

 

 

Indenture, dated as of July 23, 2021, among Builders FirstSource, Inc., the guarantors named therein and Wilmington Trust, National
Association, as trustee (incorporated by reference to Exhibit 4.1 to the Company’s Current Report on Form 8-K, filed with the Securities
and Exchange Commission on July 23, 2021, File Number 001-40620)

 

    4.5*  
 

Description of Capital Stock
 

  10.1

  

 

Amended and Restated ABL Credit Agreement, dated as of July 31, 2015, among Builders FirstSource, Inc., SunTrust Bank, as
administrative agent and collateral agent, and the lenders and financial institutions party thereto (incorporated by reference to Exhibit 10.2
to the Company’s Current Report on Form 8-K, filed with the Securities Exchange Commission on August 6, 2015, File Number 0-51357)

 

10.2

 

 

Amendment No. 1 to Credit Agreement, dated as of March 22, 2017, among Builders FirstSource, Inc., SunTrust Bank, as administrative
agent and collateral agent, and the lenders party thereto (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on
Form 8-K, filed with the Securities and Exchange Commission on March 28, 2017, File Number 0-51357)
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10.3

 

 

Amendment No. 2 to Credit Agreement, dated as of April 24, 2019, among Builders FirstSource, Inc., Truist Bank (as successor by merger
to SunTrust Bank), as administrative agent and collateral agent, and the lenders party thereto (incorporated by reference to Exhibit 10.1 to
the Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on April 30, 2019, File Number 0-51357)

 

10.4

 

 

Amendment No. 3 to Credit Agreement, dated as of January 29, 2021, among Builders FirstSource, Inc., SunTrust Bank, as administrative
agent and collateral agent, and the lenders party thereto (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on
Form 8-K, filed with the Securities and Exchange Commission on February 3 2021, File Number 0-51357)

 

  10.5

 

 

Amendment No. 4 to Credit Agreement, dated as of December 17, 2021, among the Company, Truist Bank (as successor by merger to
SunTrust Bank), as administrative agent and collateral agent, and the lenders party thereto (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on December 22, 2021, File Number 001-
40620)

 

  10.6

 

 

Amendment No. 5 to Credit Agreement, dated as of February 4, 2022, among the Company, Truist Bank (as successor by merger to
SunTrust Bank), as administrative agent and collateral agent, and the lenders party thereto (incorporated by reference to Exhibit 10.1 to the
Company’s Current Report on Form 8-K, filed with the Securities and Exchange Commission on February 8, 2022, File Number 001-
40620)

 

10.7

 

 

ABL/Bond Intercreditor Agreement, dated as of May 29, 2013, among Builders FirstSource, Inc. and certain of its subsidiaries, as grantors,
SunTrust Bank, as ABL agent, and Wilmington Trust, National Association, as notes collateral agent (incorporated by reference to Exhibit
10.2 to the Company’s Current Report on Form 8-K, filed with the Securities Exchange Commission on June 3, 2013, File Number 0-
51357)

 

  10.8

  

 

Amended and Restated ABL Collateral Agreement, dated as of July 31, 2015, among the Company, certain of its subsidiaries, and SunTrust
Bank (incorporated by reference to Exhibit 10.5 to the Company’s Current Report on Form 8-K, filed with the Securities Exchange
Commission on August 6, 2015, File Number 0-51357)

 

  10.9

 

 

Notes Collateral Agreement, dated as of May 30, 2019, among Builders FirstSource, Inc., certain of its subsidiaries, and Wilmington Trust,
National Association, as trustee (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the
Securities and Exchange Commission on May 31, 2019, File Number 0-51357)

 

  10.10

  

 

Amended and Restated ABL Guarantee Agreement, dated as of July 31, 2015, among the Guarantors (as defined therein) and SunTrust
Bank (incorporated by reference to Exhibit 10.7 to the Company’s Current Report on Form 8-K, filed with the Securities Exchange
Commission on August 6, 2015, File Number 0-51357)

 

  10.11

 

 

Lease and Master Agreement Guaranty, dated as of July 31, 2015, by the Company in favor of LN Real Estate LLC (incorporated by
reference to Exhibit 10.10 to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2015, filed with the
Securities and Exchange Commission on November 9, 2015, File Number 0-51357)

 

  10.12+
 

 

Builders FirstSource, Inc. 2014 Incentive Plan (incorporated herein by reference to Appendix A of the Company’s Definitive Proxy
Statement on Schedule 14A, filed with the Securities and Exchange Commission on April 11, 2014, File Number 0-51357)

 

  10.13+
 

 

Amendment to the Builders FirstSource, Inc. 2014 Incentive Plan (incorporated by reference to Appendix A of the Company’s Definitive
Proxy Statement on Schedule 14A, filed with the Securities and Exchange Commission on April 14, 2016, File Number 0-51357)

 

  10.14+

 

 

Second Amendment to the Builders FirstSource, Inc. 2014 Incentive Plan (incorporated by reference to Exhibit 10.14 to the Company’s
Annual Report on Form 10-K for the year ended December 31, 2020, filed with the Securities and Exchange Commission on February 26,
2021, File Number 0-51351)

 

  10.15+

 

 

2017 Form of Builders FirstSource, Inc. 2014 Incentive Plan Director Restricted Stock Unit Award Certificate (incorporated by reference to
Exhibit 10.2 to the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2017, filed with the Securities and
Exchange Commission on November 9, 2017, File Number 0-51357)

 

  10.16+

 

 

2017 Form of Builders FirstSource, Inc. 2014 Incentive Plan Restricted Stock Unit Award Certificate (incorporated by reference to Exhibit
10.29 to the Company’s Annual Report on Form 10-K for the year ended December 31, 2017, filed with the Securities and Exchange
Commission on March 1, 2018, File Number 0-51357)
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  10.17+

 

 

2019 Form of Builders FirstSource, Inc. 2014 Incentive Plan Restricted Stock Unit Award Certificate (incorporated by reference to Exhibit
10.1 to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2019, filed with the Securities and Exchange
Commission on May 3, 2019, File Number 0-51357)

 

10.18+

  

 

Stock Building Supply Holdings, Inc. 2013 Incentive Compensation Plan (incorporated by reference to Exhibit 10.21 to Amendment No. 2
to the Registration Statement of BMC Stock Holdings, Inc. on Form S-1, filed with the Commission on July 29, 2013, File Number 333-
189368)

 

10.19+

  

 

Form of Nonqualified Stock Option Agreement Pursuant to the Stock Building Supply Holdings, Inc. 2013 Incentive Compensation Plan
(incorporated by reference to Exhibit 10.23 to Amendment No. 2 to the Registration Statement of Stock Building Supply Holdings, Inc. on
Form S-1, filed with the Securities and Exchange Commission on July 29, 2013, File Number 333-189368)

 

 10.20*+   
 

Builders FirstSource, Inc. Director Compensation Policy
 

10.21+

  

 

Builders FirstSource, Inc. Form of Director Indemnification Agreement (incorporated by reference to Exhibit 10.13 to Amendment No. 3 to
the Registration Statement of the Company on Form S-1, filed with the Securities and Exchange Commission on May 26, 2005, File
Number 333-122788)

 

10.22+

 

 

Amended and Restated Employment Agreement, dated as of August 26, 2020, between David E. Flitman, Builders FirstSource, Inc., and
BMC Stock Holdings, Inc. (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the
Securities and Exchange Commission on August 27, 2020, File Number 0-51357)

 

10.23*+
 

 

Amendment No. 1 to Amended and Restated Employment Agreement, entered into as of January 31, 2022, between David E. Flitman and
Builders FirstSource, Inc.

 

  10.24*+  
 

Employment Agreement, entered into as of January 31, 2022, between Peter M. Jackson and Builders FirstSource, Inc.
 

  10.25*+  
 

Employment Agreement, entered into as of January 31, 2022, between Timothy D. Johnson and Builders FirstSource, Inc.
 

  10.26*+  
 

Employment Agreement, entered into as of January 31, 2022, between Michael A. Farmer and Builders FirstSource, Inc.
 

  10.27*+  
 

Employment Agreement, entered into as of January 31, 2022, between Stephen J. Herron and Builders FirstSource, Inc.
 

  10.28*+  
 

Employment Agreement, entered into as of January 31, 2022, between Michael Hiller and Builders FirstSource, Inc.
 

10.29*+  
 

Employment Agreement, entered into as of January 31, 2022, between Scott L. Robins and Builders FirstSource, Inc.
 

  10.30+

 

 

Consulting Agreement, dated as of March 5, 2021, between Builders FirstSource, Inc. and M. Chad Crow (incorporated by reference to
Exhibit 10.4 to the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2021, filed with the Securities and
Exchange Commission on May 6, 2021, File Number 0-51357)

 

14.1*  
 

Builders FirstSource, Inc. Code of Business Conduct and Ethics
 

14.2

 

 

Builders FirstSource, Inc. Supplemental Code of Ethics (incorporated by reference to Exhibit 14.2 to the Company’s Annual Report on
Form 10-K for the year ended December 31, 2005, filed with the Securities and Exchange Commission on March 13, 2006, File Number 0-
51357)

 

21.1*  
 

Subsidiaries of the Registrant
 

23.1*  
 

Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm
 

  24.1*  
 

Power of Attorney (included as part of signature page)
 

  31.1*
 

 

Certification of Chief Executive Officer pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002, signed by David E. Flitman as Chief Executive Officer

 

  31.2*
 

 

Certification of Chief Financial Officer pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002, signed by Peter M. Jackson as Chief Financial Officer

 

  32.1**
 

 

Certification of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, signed by David E. Flitman as Chief Executive Officer and Peter M. Jackson as Chief Financial Officer
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     101*

 

 

The following financial information from Builders FirstSource, Inc.’s Form 10-K filed on March 1, 2022, formatted in Inline eXtensible
Business Reporting Language (“Inline XBRL”): (i) Consolidated Statement of Operations and Comprehensive Income for the years ended
December 31, 2021, 2020, and 2019, (ii) Consolidated Balance Sheet at December 31, 2021 and 2020, (iii) Consolidated Statement of Cash
Flows for the years ended December 31, 2021, 2020, and 2019, (iv) Consolidated Statement of Changes in Stockholders’ Equity for the
years ended December 31, 2021, 2020, and 2019, and (v) the Notes to Consolidated Financial Statements.

 

     104*
 

 

The cover page from the Company’s Annual Report on Form 10-K for the year ended December 31, 2021 has been formatted in Inline
XBRL.

 

* Filed herewith
** Builders FirstSource, Inc. is furnishing, but not filing, the written statement pursuant to Title 18 United States Code 1350, as added by Section 906

of the Sarbanes-Oxley Act of 2002, of David E Flitman, our Chief Executive Officer, and Peter M. Jackson, our Chief Financial Officer.
+ Indicates a management contract or compensatory plan or arrangement

(b) A list of exhibits filed, furnished or incorporated by reference with this Form 10-K is provided above under Item 15(a)(3) of this report. Builders
FirstSource, Inc. will furnish a copy of any exhibit listed above to any stockholder without charge upon written request to Timothy D. Johnson,
Executive Vice President, General Counsel and Corporate Secretary, 2001 Bryan Street, Suite 1600, Dallas, Texas 75201.

(c) Not applicable
 

Item 16.  Form 10-K Summary
 

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

March 1, 2022
 
 BUILDERS FIRSTSOURCE, INC.
  
 /s/ DAVID E. FLITMAN
 David E. Flitman
 Chief Executive Officer and Director
 

The undersigned hereby constitute and appoint Timothy D. Johnson and his substitutes our true and lawful attorneys-in-fact with full power to
execute in our name and behalf in the capacities indicated below any and all amendments to this report and to file the same, with all exhibits thereto and
other documents in connection therewith, with the Securities and Exchange Commission, and hereby ratify and confirm all that such attorney-in-fact or his
substitutes shall lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.
 

Signature   Title   Date
   

/s/ DAVID E. FLITMAN   Chief Executive Officer and Director   March 1, 2022
David E. Flitman  (Principal Executive Officer)   

   

/s/ PETER M. JACKSON   Executive Vice President and Chief Financial Officer   March 1, 2022
Peter M. Jackson  (Principal Financial Officer)   

   

/s/ JAMI COULTER   Senior Vice President and Chief Accounting Officer   March 1, 2022
Jami Coulter  (Principal Accounting Officer)   

   
   

/s/ PAUL S. LEVY   Chairman and Director   March 1, 2022
Paul S. Levy     

   

/s/ DANIEL AGROSKIN   Director   March 1, 2022
Daniel Agroskin     

   

/s/ MARK ALEXANDER   Director   March 1, 2022
Mark Alexander     

   

/s/ CORY J. BOYDSTON   Director   March 1, 2022
Cory J. Boydston     

   

/s/ DAVID W. BULLOCK   Director   March 1, 2022
David W. Bullock     

   

/s/ CLEVELAND A. CHRISTOPHE   Director   March 1, 2022
Cleveland A. Christophe     

   

/s/ WILLIAM B. HAYES   Director   March 1, 2022
William B. Hayes     

   

/s/ BRETT N. MILGRIM   Director   March 1, 2022
Brett N. Milgrim     

     

/s/ JAMES O’LEARY  Director  March 1, 2022
James O’Leary     
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Signature   Title   Date

 
/s/ FLOYD F. SHERMAN  

 
 

 

Floyd F. Sherman  Director  March 1, 2022
     

/s/ CRAIG A. STEINKE     
Craig A. Steinke  Director  March 1, 2022
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Exhibit 4.5
 

DESCRIPTION OF CAPITAL STOCK

The following description of our capital stock does not purport to be complete and is subject to, and qualified in its entirety by, our
amended and restated certificate of incorporation and amended and restated bylaws, which are incorporated by reference into this Description
of Capital Stock, and by the Delaware General Corporation Law (the “DGCL”).
 
General Matters

 
Our certificate of incorporation, as amended, provides that we are authorized to issue 300,000,000 shares of common stock, par

value $0.01 per share, and 10,000,000 shares of undesignated preferred stock, par value $0.01 per share.
 
Common Stock

 
Shares of our common stock have the following rights, preferences, and privileges:

 • Voting rights. Each outstanding share of common stock entitles its holder to one vote on all matters submitted to a vote of our
stockholders, including the election of directors. There are no cumulative voting rights. Generally, all matters to be voted on by
stockholders must be approved by a majority of the votes entitled to be cast by all shares of common stock present or represented
by proxy.
 

 • Dividends. Holders of common stock are entitled to receive dividends as, when, and if dividends are declared by our board of
directors out of assets or funds legally available for the payment of dividends, subject to any preferential dividend rights of any
outstanding preferred stock.
 

 • Liquidation. In the event of a liquidation, dissolution, or winding up of our affairs, whether voluntary or involuntary, after
payment of our liabilities and obligations to creditors, our remaining assets will be distributed ratably among the holders of shares
of common stock on a per share basis.
 

 • Rights and preferences. Our common stock has no preemptive, redemption, conversion or subscription rights. The rights, powers,
preferences and privileges of holders of our common stock are subject to, and may be adversely affected by, the rights of the
holders of shares of any series of preferred stock that we may designate and issue in the future.
 

 • Listing. Our common stock is listed on the New York Stock Exchange under the symbol “BLDR.”
 

 • Transfer Agent and Registrar. The transfer agent and registrar for our common stock is Computershare Shareowner Services LLC,
and its telephone number is (877) 219-7020.
 

Preferred Stock
 

Under our certificate of incorporation, without further stockholder action, the board of directors is authorized, subject to any
limitations prescribed by the law of the State of Delaware, to provide for the issuance of the shares of preferred stock in one or more series, to
establish from time to time the number of shares to be included in each such series, and to fix the designation, powers, preferences and rights
of the shares of each such series and any qualifications, limitations or restrictions thereof.

 



 
 
Anti-Takeover Effects of Certain Provisions of Our Certificate of Incorporation and Bylaws

 
Our certificate of incorporation and bylaws contain provisions that are intended to enhance the likelihood of continuity and

stability in the composition of the board of directors and that may have the effect of delaying, deferring or preventing a future takeover or
change in control of our company unless the takeover or change in control is approved by our board of directors. These provisions include the
following:
 

Staggered board of directors. Our certificate of incorporation and bylaws provide for a staggered board of directors, divided into
three classes, with our stockholders electing one class each year. Between stockholders’ meetings, the board of directors will be able to
appoint new directors to fill vacancies or newly created directorships so that no more than the number of directors in any given class could be
replaced each year and it would take three successive annual meetings to replace all directors.

Elimination of stockholder action through written consent. Our certificate of incorporation and bylaws provide that stockholder
action can be taken only at an annual or special meeting of stockholders and cannot be taken by written consent in lieu of a meeting.

Elimination of the ability to call special meetings. Our certificate of incorporation and bylaws provide that, except as otherwise
required by law, special meetings of our stockholders can only be called pursuant to a resolution adopted by a majority of our board of
directors, a committee of the board of directors that has been duly designated by the board of directors and whose powers and authority
include the power to call such meetings or by our chief executive officer or the chairman of our board of directors. Stockholders are not
permitted to call a special meeting or to require our board to call a special meeting.

Advance notice procedures for stockholder proposals. Our bylaws establish an advance notice procedure for stockholder proposals
to be brought before an annual meeting of our stockholders, including proposed nominations of persons for election to our board.
Stockholders at our annual meeting may only consider proposals or nominations specified in the notice of meeting or brought before the
meeting by or at the direction of our board or by a stockholder who was a stockholder of record on the record date for the meeting, who is
entitled to vote at the meeting and who has given to our secretary timely written notice, in proper form, of the stockholder’s intention to bring
that business before the meeting.

Removal of directors; board of directors vacancies. Our certificate of incorporation and bylaws provide that members of our board
of directors may not be removed without cause and the affirmative vote of holders of at least a majority of the voting power of our then-
outstanding capital stock entitled to vote on the election of directors. Our bylaws further provide that only our board of directors may fill
vacant directorships, except in limited circumstances. These provisions would prevent a stockholder from gaining control of our board of
directors by removing incumbent directors and filling the resulting vacancies with such stockholder’s own nominees.

Amendment of certificate of incorporation and bylaws. The DGCL provides generally that the affirmative vote of a majority of the
outstanding shares entitled to vote is required to amend or repeal a corporation’s certificate of incorporation or bylaws, unless the certificate
of incorporation requires a greater percentage. Our certificate of incorporation requires the approval of the holders of at least two-thirds of the
voting power of the issued and outstanding shares of our capital stock entitled to vote in connection with the election of directors to amend
certain provisions of our certificate of incorporation relating to the directors, including their authority to amend our by-laws, the size of our
board of directors,

 



 

provision for a staggered board of directors, the removal of directors, and vacancies on the board of directors, as well as our authority to
provide indemnification for our directors and officers. Our bylaws provide that a majority of our board of directors or, in most cases, the
holders of at least a majority of the voting power of the issued and outstanding shares of our capital stock entitled to vote thereon have the
power to amend or repeal our bylaws, except that, in the case of amendments or repeals approved by stockholders, the affirmative vote of
holders of at least two-thirds of the voting power of the issued and outstanding shares of our capital stock entitled to vote thereon shall be
required to amend or repeal provisions of our bylaws relating to meetings of stockholders, including the provision that stockholders may not
take action by written consent in lieu of a meeting, the nomination and election of directors, vacancies on the board of directors, and our
authority to provide indemnification for our directors and officers.

 
The foregoing provisions of our certificate of incorporation and bylaws could discourage potential acquisition proposals and could

delay or prevent a change in control. These provisions are intended to enhance the likelihood of continuity and stability in the composition of
our board of directors and in the policies formulated by our board of directors and to discourage certain types of transactions that may
involve an actual or threatened change of control. These provisions are designed to reduce our vulnerability to an unsolicited acquisition
proposal. The provisions also are intended to discourage certain tactics that may be used in proxy fights. However, such provisions could
have the effect of discouraging others from making tender offers for our shares, and, as a consequence, they also may inhibit fluctuations in
the market price of the common stock that could result from actual or rumored takeover attempts. Such provisions also may have the effect of
preventing changes in our management or delaying or preventing a transaction that might benefit you or other minority stockholders.

 
Limitations on Liability and Indemnification of Officers and Directors

 
Our certificate of incorporation and bylaws provide indemnification for our directors and officers to the fullest extent permitted by

the DGCL. We have entered into indemnification agreements with each of our directors that are, in some cases, broader than the specific
indemnification provisions contained under Delaware law. In addition, as permitted by Delaware law, our certificate of incorporation includes
provisions that eliminate the personal liability of our directors for monetary damages resulting from breaches of certain fiduciary duties as a
director. The effect of this provision is to restrict our rights and the rights of our stockholders in derivative suits to recover monetary damages
against a director for breach of fiduciary duties as a director, except that a director will be personally liable for:

 • any breach of his duty of loyalty to us or our stockholders;
 

 • acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law;
 

 • any transaction from which the director derived an improper personal benefit; or
 

 • improper distributions to stockholders.
 

These provisions may not be held to be enforceable for violations of the federal securities laws of the United States.
 

 



Exhibit 10.20
BUILDERS FIRSTSOURCE, INC.

 
DIRECTOR COMPENSATION POLICY

 
(as amended effective November 16, 2021)

 
 

The Board of Directors (the “Board”) of Builders FirstSource, Inc. (the “Company”) has adopted the following compensation policy for
purposes of compensating those directors of the Company who meet the eligibility requirements described herein (the “Eligible
Directors”).  This compensation policy has been developed to compensate the Eligible Directors of the Company for their time, commitment
and contributions to the Board.  In order to qualify as an Eligible Director for purposes of receiving compensation under this policy, the
director cannot concurrently be employed in any capacity by the Company or any of its subsidiaries, unless otherwise determined by the
Nominating Committee.
 
CASH COMPENSATION (WITH ELECTION TO RECEIVE STOCK IN LIEU OF CASH)

 
Retainers for Serving on the Board

 
Eligible Directors shall be paid an annual retainer of $100,000, payable in quarterly installments, for each year of his or her service
on the Board (each a “Service Year”).  In addition to the regular retainer for serving as a member of the Board, an Eligible Director
who serves as Chairman of the Board shall be paid an annual cash retainer of $100,000 for service in such role for each Service
Year, payable in quarterly installments. Service Years will commence on the date of the Company’s annual meeting of
stockholders each year.  

 
Retainers for Serving as Chairpersons or Members of a Board Committee

 
An Eligible Director who serves as a chairperson or as a member of the Audit Committee, the Compensation Committee or the
Nominating Committee of the Board shall be paid additional annual retainers for service in such roles for each Service Year,
payable in quarterly installments, in the following amounts:

 
Name of Committee Chairman Member
   
Audit Committee $30,000 $5,000
   
Compensation Committee $20,000 $5,000
   
Nominating Committee $10,000 $5,000

 
A chairperson of a committee shall not be paid an additional retainer for also serving as a member of that committee. Eligible
Directors shall not be paid any additional retainers for attendance at meetings of the Board or its committees.

 
Election to Receive Stock in Lieu of Cash Compensation

 
In lieu of receiving annual cash retainer(s) and/or retainers for serving as a chairperson or as a member of the Audit Committee,
the Compensation Committee or the Nominating Committee of the Board, an Eligible Director may elect to receive fully vested
shares of the Company’s common stock having a value on the first day of the service quarter for which they are issued
approximately equal to the amount of the cash retainer payment he or she would otherwise receive.  Such stock grants in lieu of
cash retainer payments will be awarded on a quarterly basis at the same time cash retainer payments would be made. Eligible
Directors may make such election by notifying the General Counsel in writing during an open trading window preceding the
commencement of the Service Year for which such election is to be effective, and such election may not be modified during such
Service Year.  Once an election to receive shares in lieu of receiving cash retainer(s) is effective for a Service Year, it shall remain
effective for subsequent Service Years, unless a new

 



 
written notice is delivered to the General Counsel prior to the commencement of an upcoming Service Year.

 
Pro Rata Cash Retainer Payment for New Eligible Director

 
Following (i) the initial appointment or election of an Eligible Director to the Board or (ii) a change in status which causes an
ineligible director to qualify as an Eligible Director under this policy, a pro rata payment of the quarterly cash retainers (regular
retainer(s) and retainers for committee service, as applicable) will be made to such Eligible Director, prorated to reflect that portion
of the quarter for which such director will serve on the Board and qualify as an Eligible Director.  Such pro rata retainer payment
will be made as of (i) the date of commencement of Board service for a new Eligible Director, or (ii) the date a serving director
becomes an Eligible Director, or (iii) such other date as the Board shall determine.

 
EQUITY-BASED COMPENSATION
 

Annual Restricted Stock Unit Awards
 

At the start of each Service Year, Eligible Directors (“Grantees”) shall receive equity-based compensation awards with a value at
the time of issuance of approximately $150,000.  Such awards shall be made in the form of restricted stock units related to the
Company’s common stock and shall be granted by the Board pursuant to a form of restricted stock unit award agreement under
the Company’s 2014 Incentive Plan (or any successor plans), as amended from time to time. The restricted stock units shall vest
and convert to shares on the first anniversary of the grant date.  

        
Pro Rata Restricted Stock Unit Award for New Eligible Director

 
Following (i) the initial appointment or election of an Eligible Director to the Board or (ii) a change in status which causes an
ineligible director to qualify as an Eligible Director under this policy, a pro rata grant of restricted stock units related to the
Company’s common stock will be made to such Eligible Director with a value at the time of issuance based on the approximately
$150,000 in value for regular annual restricted stock unit awards to Eligible Directors, but prorated for that portion of the Service
Year in which such director will serve on the Board and qualify as an Eligible Director. Such grants shall be made as of (i) the date
of commencement of Board service for a new Eligible Director, or (ii) the date a serving director becomes an Eligible Director, or
(iii) such other date as the Board shall determine. The restricted stock units shall vest and convert to shares on the first
anniversary of the grant date. 

 
Vesting Upon Departure of a Director

 
If a Grantee shall cease to be a Director of the Company due to death, disability or retirement during the one-year vesting period
applicable to any restricted stock units granted hereunder, all restricted stock units shall immediately vest and convert to shares. If
the Grantee shall cease to be a Director of the Company for any other reason during such one-year vesting period, any unvested
restricted stock units shall be forfeited by the Grantee and such restricted stock units shall be cancelled.

 
TRAVEL EXPENSE REIMBURSEMENT

 
Eligible Directors shall be entitled to receive reimbursement for reasonable travel expenses which they properly incur in
connection with their functions and duties as directors.

 
AMENDMENTS, REVISION AND TERMINATION

 
This policy may be amended, revised or terminated by the Board of Directors at any time and from time-to-time.
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Exhibit 10.23

AMENDMENT NO. 1 TO
AMENDED AND RESTATED 

EMPLOYMENT AGREEMENT

This AMENDMENT NO. 1 TO AMENDED AND RESTATED EMPLOYMENT AGREEMENT (this “Amendment”) between
David E. Flitman (“Executive”) and Builders FirstSource, Inc., a Delaware corporation (the “Company”), is entered into as of January 31,
2022 and is effective as of 12:01 am Eastern Time on January 1, 2021 (the “Effective Time”).

RECITALS

WHEREAS, reference is made to that certain Amended and Restated Employment Agreement between Executive, the Company,
and BMC Stock Holdings, Inc., entered into as of August 26, 2020 and effective as of the Effective Time (the “Current Employment
Agreement”); and

WHEREAS, Executive and the Company desire to amend Section 2.1(b) the Current Employment Agreement to correct a clerical
error.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive
hereby agree as follows:

AGREEMENT

1.1 Amendment

. Section 2.1(b) of the Current Employment Agreement is hereby amended and restated in its entirety to read as follows:

“Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual
incentive program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the
award of an annual cash bonus (“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus
equal to 125% of Base Salary (the “Target Bonus”), and shall provide for a maximum Annual Cash Bonus opportunity equal to
200% of Target Bonus; provided that Executive’s Annual Cash Bonus in respect of the year during which the Effective Time
occurs shall be prorated based on the number of days during such year Executive is employed by the Company.  Payment of the
Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.”

1.2 Other Agreements

. Except as modified by this Amendment, the Current Employment Agreement shall remain in full force and effect in accordance with its
terms.

1.3 Counterparts

. This Amendment may be executed in one or more counterparts, each of which shall be deemed an original, but all of which together shall
constitute one and the same instrument.

1.4 Governing Law

. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware without regard to its
principles of conflicts of laws.

[Signatures on following page]

 
 

 
 



 
 

IN WITNESS WHEREOF, the parties have executed this Amendment as of the date first written above.

 
COMPANY:  EXECUTIVE:
   
BUILDERS FIRSTSOURCE, INC.   
   
   
By: /s/ Timothy Johnson  /s/ David E. Flitman
Name: Timothy Johnson  David E. Flitman
Its: Executive Vice President & General   
Counsel   
 

 
 



Exhibit 10.24
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) between Peter Jackson (“Executive”), Builders FirstSource, Inc., a Delaware
corporation (the “Company”), is entered into as of January 31, 2022 and is effective as of January 1, 2021 (the “Effective Date”).

RECITALS

WHEREAS, the Company and Executive are parties to that certain Employment Agreement dated as of November 14, 2016 (as amended, the
“Prior Employment Agreement”);

WHEREAS, the Company and Executive desire to terminate the Prior Employment Agreement, effective as of the Effective Date; and

WHEREAS, as of the Effective Date, this Agreement shall supersede and replace in its entirety the Prior Employment Agreement, and this
Agreement shall set forth the terms and conditions of Executive’s employment with the Company from and after the Effective Date.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive hereby agree as
follows:

SECTION 1

EMPLOYMENT TERMS

1.1 Employment. The Company hereby agrees to employ Executive pursuant to the terms of this Agreement, and Executive hereby accepts such
employment by the Company, effective as of the Effective Date, for the period and upon the terms and conditions contained in this Agreement.

1.2 Position and Duties. Executive is hereby employed as of the Effective Date to serve as the Executive Vice President and Chief Financial Officer
of the Company.  In his capacity as Executive Vice President and Chief Financial Officer of the Company, Executive shall have all of the powers, duties
and responsibilities commensurate with such position as shall be assigned to him by the Chief Executive Officer of the Company.  In his capacity as
                 Executive Vice President and Chief Financial Officer of the Company, Executive will report directly to the Chief Executive Officer of the
Company.

Executive shall devote Executive’s full business time and attention and full diligence and vigor and good faith efforts to the affairs of the Company.
Executive shall not engage in any other material business duties or pursuits or render any services of a professional nature to any other entity or person
(other than serving on a board of directors, including for a for-profit entity, but only to the extent it does not interfere with his duties to the Company,
constitute a conflict of interest, or violate any restrictive covenant agreement between Executive and Company), without the prior written consent of the
Company’s Board of Directors (the “Board”) or a committee designated by the Board to approve such matters.

1.3 Term. Executive’s employment under this Agreement shall commence on the Effective Date and shall continue for an indefinite term, until
terminated in accordance with SECTION 3 below. Certain provisions, however, as more fully set forth in SECTION 4, SECTION 5 and SECTION 6
below, continue in effect beyond the date of the termination of Executive’s employment (the “Termination Date”).  Executive agrees that, effective as of
the applicable Termination Date, Executive shall resign from all positions held by Executive as an officer, director or otherwise with respect to the
Company or any member of the Company Group (as defined below).

SECTION 2
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COMPENSATION AND BENEFITS

2.1 Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary at the rate not less than $625,000 each calendar year (“Base
Salary”), payable in accordance with the Company’s ordinary payroll and withholding practices from time to time in effect for its employees. During the
term of employment hereunder, Executive’s salary shall be reviewed from time to time (but no less than annually) to determine whether an increase (not
decrease) in Executive’s salary is appropriate. Any such increase shall be at the sole discretion of the Board, or where required, the Compensation
Committee of the Board, and thereafter any such increased amount shall be Executive’s “Base Salary” for all purposes.

(b) Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual incentive
program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the award of an annual cash bonus
(“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus equal to 100% of Base Salary (the “Target Bonus”).
Payment of the Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.

(c) Annual Equity Grant. During the term of employment, Executive shall be eligible to participate under the applicable equity plan of
the Company then in effect, as amended from time to time, or any successor plans (collectively, the “Company Equity Plan”), for the award of an annual
grant of equity thereunder (the “Annual Equity Grant”). The actual award and amount of any Annual Equity Grant will be determined by the Board or the
Compensation Committee of the Board in accordance with the terms of the applicable Company Equity Plan and subject to the provisions thereof.  

2.2 Benefits.

(a) Generally. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable benefits plans, policies or
contracts, in all employee benefits programs that the Company may adopt for its employees generally providing for sick or other leave, vacation, group
health, disability and life insurance benefits. Executive shall be eligible to participate in the Company’s 401(k) plan on the terms and conditions and
qualifications of such plan from time to time in effect, with a Company match (if any) no less favorable than that provided to any other Company
executives.

(b) Executive. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable plans, policies or
contracts, in all benefits or fringe benefits which are in effect generally for the Company’s executive personnel from time to time.

2.3 Expense Reimbursement. The Company shall pay or reimburse Executive for all reasonable expenses incurred in connection with performing
his duties upon presentation of documents in accordance with the reasonable procedures established by the Company.

SECTION 3

TERMINATION

3.1 By the Company:

(a) For Cause. The Company shall have the right at any time, exercisable upon written notice, to terminate Executive’s employment for
Cause. As used in this Agreement, “Cause” shall mean that Executive:

(i) has committed any act or omission that results in, or that may reasonably be expected to result in, a conviction, plea of no
contest or imposition of unadjudicated probation for any felony or crime involving moral turpitude;

2
 



 

(ii) has committed any act of fraud, embezzlement or misappropriation, or engaged in material misconduct or breach of fiduciary
duty against the Company (or any predecessor thereto or successor thereof);

(iii) has willfully failed to substantially perform such duties as are reasonably assigned to him under this Agreement;

(iv) has unlawfully used (including being under the influence) or possessed illegal drugs on the Company’s premises or while
performing his duties and responsibilities for the Company;

(v) materially fails to perform Executive’s duties required under Executive’s employment by or other relationship with the
Company (it being agreed that failure of the Company to achieve operating results or similar poor performance of the Company shall not, in and of itself,
be deemed a failure to perform Executive’s duties);

(vi) fails to comply with a lawful directive of the Board or Chief Executive Officer that is consistent with the Company’s
business practices and Code of Ethics;
  

(vii) engages in (A) willful misconduct for which Executive receives a material and improper personal benefit at the expense of
the Company, or (B) accidental misconduct resulting in such a benefit which Executive does not promptly report to the Company and redress promptly
upon becoming aware of such benefit;

(viii) in carrying out his duties under this Agreement, has engaged in acts or omissions constituting gross negligence or willful
misconduct resulting in, or which, in the good faith opinion of the Board, could be expected to result in, substantial economic harm to the Company;

(ix) has failed for any reason to correct, cease or alter any action or omission that (A) materially violates or does not conform
with the Company’s policies, standards or regulations (including, without limitation, any Company policy or rule related to discrimination or sexual and
other types of harassment or abusive conduct), (B) constitutes a material breach of this Agreement, including SECTION 4, or (C) constitutes a material
breach of his duty of loyalty to the Company; or

(x) has disclosed any Proprietary Information (as defined below) without authorization from the Board, except as otherwise
permitted by this Agreement, another agreement between the parties or any Company policy in effect at the time of disclosure.

For purposes of the definition of “Cause”, “Company” shall include any subsidiary, business unit or affiliate of the Company. The Company shall provide
written notice to Executive of any act or omission that the Company believes constitutes grounds for “Cause” pursuant to clause (v), (vi), (vii)(B) or
(ix) above, and no such act or omission shall constitute “Cause” unless Executive fails to remedy such act or omission within ten (10) days of the receipt of
such notice; provided that such ten (10) day cure period shall not apply with respect to any matter that is incapable of cure within such period.

(b) Without Cause. The Company may terminate Executive’s employment under this Agreement at any time without Cause. As used in
this Agreement, a termination without Cause shall mean the termination of Executive’s employment by the Company other than for Cause pursuant to
SECTION 3.1(a) above.

3.2 By Executive:

(a) Without Good Reason. Executive may terminate his employment under this Agreement at any time without Good Reason. As used in
this Agreement, a termination without Good Reason shall mean termination of Executive’s employment by Executive other than for Good Reason pursuant
to SECTION 3.2(b) below.

(b) For Good Reason. Executive shall have the right at any time to resign his employment under this Agreement for Good Reason. As
used in this Agreement, “Good Reason” shall mean the occurrence of any of the following events, without Executive’s consent: (i) a material diminution in
Executive’s Base Salary or Target
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Bonus, in each case, other than as part of any across-the-board proportionate reduction applying to all senior executives of the Company, (ii) a material
diminution in Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and responsibilities set forth herein (a
“Material Diminution”) (for the sake of clarity, (A) a change in reporting structure by itself does not constitute a Material Diminution, (B) a change to a
different position that is of comparable status within the Company does not constitute a Material Diminution, (C) any changes generally implemented with
regard to a broad group of senior executives does not constitute a Material Diminution, and (D) any change consented to by Executive is not a Material
Diminution), (iii) any material breach by the Company or any member of the Company Group (as defined below) of this Agreement, (iv) there is a Change
in Control and the successor to the Company, if applicable, does not assume and continue this Agreement, and (v) any requirement by the Company that
Executive relocate his personal residence to any city more than one hundred (100) miles from Dallas, Texas.

Notwithstanding the foregoing, no event shall be a Good Reason event unless (i) Executive gives the Company written notice that he is resigning for Good
Reason within ninety (90) days of the first occurrence of the Good Reason event, and (ii) the Company (A) accepts such resignation, (B) does not cure such
Good Reason event, or (C) disputes the existence of Good Reason, in each case within thirty (30) days of receiving such notice, and in the case of clauses
(A) and (B) Executive’s resignation for Good Reason shall become effective as of the earlier of (x) the date the Company accepts such resignation, or
(y) the expiration of the thirty day cure period (provided the Company has not cured the Good Reason event) and in the case of clause (C) shall become
effective only if Good Reason is ultimately determined to exist upon final resolution of the Company’s dispute of his resignation by a court of competent
jurisdiction or otherwise.

(c) The term “Change in Control” shall have the meaning set forth in the Company’s 2014 Incentive Plan, as may be amended from
time to time.

3.3 Compensation Upon Termination. Upon termination of Executive’s employment with the Company, the Company’s obligation to pay
compensation and benefits under SECTION 2 shall terminate, except that the Company shall pay to Executive or, if applicable, Executive’s heirs, all
earned but unpaid Base Salary under SECTION 2.1(a) and accrued but unused vacation under SECTION 2.2, in each case, through the Termination Date
and Executive’s unreimbursed expenses incurred through the Termination Date in accordance with SECTION 2.3. In addition, Executive shall be entitled to
receive (i) any vested amounts or benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the terms thereof,
and (ii) other than on an involuntary termination by the Company for Cause or a voluntary termination by Executive without Good Reason (for the
avoidance of doubt, for purposes of this subsection, a termination due to Executive’s death shall not constitute a termination for Good Reason”), his Annual
Cash Bonus for any completed fiscal year to the extent earned for such fiscal year and if such bonus has not previously been paid for such completed fiscal
year, at the same time such Annual Cash Bonus would have been paid if Executive had continued in employment (it being understood that in the event of
any such termination Executive is not entitled to an Annual Bonus for the then-current Fiscal Year). If the Company terminates Executive’s employment
without Cause or if Executive terminates his employment for Good Reason, then, in addition, to the foregoing compensation, upon execution and delivery
(and non-revocation) by Executive of the Separation Agreement and General Release as set forth in SECTION 6.10, the Company shall pay severance
benefits pursuant to SECTION 3.4 below. No other payments or compensation of any kind shall be paid in respect of Executive’s employment with or
termination from the Company, except as contemplated in Section 3.4(d) set forth below. Notwithstanding any contrary provision contained herein, in the
event of any termination of Executive’s employment, the exclusive remedies available to Executive shall be the amounts due under this SECTION 3, which
are in the nature of liquidated damages, and are not in the nature of a penalty.

3.4 Severance Benefits.

(a) Termination without Cause or for Good Reason. Subject to the terms and conditions of eligibility for Executive’s receipt of severance
benefits under this Agreement, including the timely execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, if the Company terminates Executive’s employment without Cause or Executive terminates his employment for
Good Reason, the Company shall pay to Executive, as severance benefits, which amounts are in addition to the Compensation upon Termination set forth in
SECTION 3.3 herein:
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(i) An amount equal to 100% of his Base Salary which shall be paid to Executive on a salary continuation basis according to the
Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event less
frequently than monthly.

(ii) An amount equal to 100% of Executive’s Target Bonus, which shall be paid to Executive in equal installments according to
the Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event
less frequently than monthly.

(iii) Subject to (1) Executive’s timely election of continuation coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985, as amended (“COBRA”), and (2) Executive’s continued copayment of premiums at the same level and cost to Executive as if Executive were
an employee of the Company (excluding, for purposes of calculating cost, an employee’s ability to pay premiums with pre-tax dollars), continued
participation in the Company’s group health plan (to the extent permitted under applicable law and the terms of such plan) which covers Executive (and
Executive’s eligible dependents) for a period of twelve (12) months at the Company’s expense, provided that Executive is eligible and remains eligible for
COBRA coverage. The Company may modify its obligation under this SECTION 3.4(a)(iii) to the extent reasonably necessary to avoid any penalty or
excise taxes imposed on it in connection with the continued payment of premiums by the Company under the Patient Protection and Affordable Care Act of
2010, as amended, or other applicable law.

(b) Notwithstanding any other provision of this Agreement, any severance benefits that would otherwise have been paid before the
Company’s first normal payroll payment date falling on or after the sixtieth (60th) day after the date on which Executive incurs a Separation from Service
(the “First Payment Date”) shall be made on the First Payment Date. Each separate severance installment payment and each other payment that Executive
may be eligible to receive under this Agreement shall be a separate payment under this Agreement for all purposes.

(c) Executive shall have no duty or obligation to mitigate the amounts due under SECTION 3.4(a) above and any amounts earned by
Executive from other employment shall not be offset or reduce the amounts due hereunder.

(d) If Executive’s employment is terminated on or prior to June 30, 2022 without Cause by the Company or for Good Reason by
Executive, all of Executive’s unvested restricted stock units issued prior to December 15, 2020 pursuant to the Company’s 2014 Equity Plan shall
accelerate and immediately vest as a result of and on the date of such termination.  If Executive’s employment is terminated by the Company for Cause or
by Executive without Good Reason, Executive shall not be entitled to receive the foregoing equity acceleration.

SECTION 4

CERTAIN AGREEMENTS

4.1 Confidentiality. Executive acknowledges that the Company owns and shall own and has developed and shall develop proprietary information
concerning its business and the business of its subsidiaries and affiliates and each of their employees, customers and clients (“Proprietary Information”).
Such Proprietary Information includes, among other things, trade secrets, financial information, product plans, customer lists, marketing plans, systems,
manuals, training materials, forecasts, inventions, improvements, know-how and other intellectual property, in each case, relating to the Company’s
business. Executive shall, at all times, both during employment by the Company and thereafter, keep all Proprietary Information in confidence and trust and
shall not use or disclose any Proprietary Information without the written consent of the Company, except as necessary in the ordinary course of Executive’s
duties. Executive shall keep the terms of this Agreement in confidence and trust and shall not disclose such terms, except to Executive’s family,
accountants, financial advisors, or attorneys, or as otherwise authorized or required by law. The parties acknowledge that pursuant to the Defend Trade
Secrets Act of 2016 (the “DTSA”), an individual may not be held criminally or civilly liable under any Federal or state trade secret law for disclosure of a
trade secret that (i) is made (A) in confidence to a Federal, state or local governmental authority, either directly or indirectly, or to an attorney; and
(B) solely for the purpose of reporting or investigating a suspected
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violation of applicable law; or (ii) is made in a complaint or other document filed in a lawsuit or other proceeding, if such filing is made under seal.
Nothing in this Agreement or any other agreement Executive has with the Company or any of its affiliates is intended to conflict with the DTSA or create
liability for disclosures of trade secrets that are expressly allowed by such section. Under the DTSA, any employee, contractor, or consultant who is found
to have wrongfully misappropriated trade secrets (as the terms “misappropriate” and “trade secret” are defined in the DTSA) may be liable for, among
other things, exemplary damages and attorneys’ fees. Further, nothing in this Agreement or any other agreement Executive has with the Company or any of
its affiliates will prohibit or restrict Executive from making any voluntary disclosure of information or documents related to any violation of law to any
governmental agency or legislative body, or any self-regulatory organization, in each case, without advance notice to the Company.
 

4.2 Company Property. Executive recognizes that all Proprietary Information, however stored or memorialized, and all identification cards, keys,
flash drives, computers, mobile phones, Personal Data Assistants, telephone numbers, access codes, marketing materials, documents, records and other
equipment or property which the Company provides are the sole property of the Company. Upon termination of employment, Executive shall (1) refrain
from taking any such property from the Company’s premises, and (2) return any such property in Executive’s possession within ten (10) business days.

4.3 Assignment of Inventions to the Company. Executive shall promptly disclose to the Company all improvements, inventions, formulas,
processes, computer programs, know-how and trade secrets developed, whether or not patentable, made or conceived or reduced to practice or developed
by Executive, either alone or jointly with others, during and related to Executive’s employment and the Company’s business or while using the Company’s
equipment, supplies, facilities or trade secret information (collectively, “Inventions”). All Inventions and other intellectual property rights shall be the sole
property of the Company and shall be “works made for hire.” Executive hereby assigns to the Company any rights Executive may have or acquire in all
Inventions and agrees to perform, during and after employment with the Company, at the Company’s expense including reasonable compensation to
Executive, all acts reasonably necessary by the Company in obtaining and enforcing intellectual property rights with respect to such Inventions. Executive
hereby irrevocably appoints the Company and its officers and agents as Executive’s attorney-in-fact to act for and in Executive’s name and stead with
respect to such Inventions.

SECTION 5

COVENANT NOT TO ENGAGE IN CERTAIN ACTS

5.1 General. Executive understands and agrees that Executive shall hold a position of significant trust and, in such position of significant trust, shall
provide services and have responsibility with respect to the Company and all of its subsidiaries and affiliates (collectively, the “Company Group”),
including, without limitation, contributing to the acquisition and retention of customers and the generation of goodwill. Executive further understands and
agrees that Executive will develop, access and use Proprietary Information for the benefit of the Company Group. The parties understand and agree that the
purpose of the restrictions contained in SECTION 4 and this SECTION 5 is to protect the goodwill and other legitimate business interests of the Company
(including its Proprietary Information), and that the Company would not have entered into this Agreement in the absence of such restrictions. Executive
acknowledges and agrees that the restrictions are reasonable and do not, and will not, unduly impair his ability to make a living after the termination of his
employment with the Company. The provisions of SECTION 4 and SECTION 5 shall survive the expiration or sooner termination of this Agreement.
  

5.2 Non-Compete; Non-Interference; Non-Solicit. During the term of employment and for a period of twelve (12) months after the Termination
Date Executive shall not, whether for Executive’s own account or for any other Person, directly or indirectly, with or without compensation:

(a) own, manage, operate, control or participate in the ownership, management, operation or control of, or be employed or engaged in a
senior management role by, any corporation, limited liability company, partnership, joint venture, proprietorship or other business entity or organization
that engages in or plans to engage in the business of (i) supplying, distributing, manufacturing, designing, constructing and/or installing structural and
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related building products, including, without limitation, prefabricated components, roof and floor trusses, wall panels, stairs, windows, doors, millwork,
lumber products, roofing, insulation, hardware and other building products and/or (ii) providing services to customers in connection with any of the
foregoing or otherwise related to residential homebuilding, in each case, (i) and (ii) anywhere in the United States (a “Competing Business”).

(b) solicit, or call upon or otherwise attempt to solicit, on behalf of any Competing Business, any of the customers, prospective
customers, vendors or suppliers of Company Group;

(c) divert or take away, or attempt to divert or take away, any existing business of the Company Group;

(d) induce or entice, or seek to induce or entice, or otherwise interfere with, the Company Group’s business relationship with, any
customer of the Company Group;

(e) advance credit or lend money to any third party for the purpose of establishing or operating any Competing Business; or

(f) with respect to any substantially full time independent contractor of the Company Group, employee of the Company Group or
individual who was, at any time during the three months prior to the Termination Date, an employee of the Company Group: (A) hire or retain, or attempt
to hire or retain, such individual to provide services for any third party; or (B) entice away or in any manner persuade or attempt to persuade, such
individual to (1) terminate and/or leave his employment or engagement, (2) accept employment with any person or entity other than a member of the
Company Group, or (3) terminate his relationship with the Company Group or devote less of his business time to the Company Group.

Notwithstanding the foregoing, nothing in this SECTION 5.2 will prohibit Executive from acquiring or holding not more than two percent (2%) of any
class of publicly traded securities.

5.3 Cessation/Reimbursement of Payments. Notwithstanding anything to the contrary in this Agreement, if Executive violates any provision of
SECTION 4 or SECTION 5, the Company may, upon giving written notice to Executive, immediately terminate Executive’s employment with the
Company for Cause or, in the event the violation occurs following the Termination Date, cease all payments and benefits that it may be providing to
Executive pursuant to SECTION 3, and Executive shall be required to reimburse the Company for any payments received from the Company pursuant to
SECTION 3; provided, however, that the foregoing shall be in addition to such other remedies as may be available to the Company and shall not be
deemed to permit Executive to forego or waive such payments in order to avoid his obligations under SECTION 4 or SECTION 5; and provided, further,
that any release of claims by Executive pursuant to SECTION 6.10 shall continue in effect.

5.4 Survival; Injunctive Relief. Executive agrees that the provisions of SECTION 4 and SECTION 5 shall survive the termination of this
Agreement and the termination of Executive’s employment. Executive acknowledges that a breach by him of the covenants contained in SECTION 4 or
SECTION 5 cannot be reasonably or adequately compensated in damages in an action at law and that such breach will cause the Company immeasurable
and irreparable injury and damage. Executive further acknowledges that he possesses unique skills, knowledge and ability and that competition in violation
of SECTION 4 or SECTION 5 would be extremely detrimental to the Company. By reason thereof, each of the Company and Executive agrees that the
other shall be entitled, in addition to any other remedies it may have under this Agreement, at law or in equity, or otherwise, to temporary, preliminary
and/or permanent injunctive and other equitable relief to prevent or curtail any actual or threatened violation of SECTION 4 or SECTION 5, without proof
of actual damages that have been or may be caused to the Company by such breach or threatened breach, and waives to the fullest extent permitted by law
the posting or securing of any bond by the other party in connection with such remedies.

SECTION 6

MISCELLANEOUS
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6.1 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by certified or registered
mail, postage prepaid, with return receipt requested, telecopy (with hard copy delivered by overnight courier service), or delivered by hand, messenger or
overnight courier service, and shall be deemed given when received at the addresses of the parties set forth below, or at such other address furnished in
writing to the other parties hereto:
 

To the Company:
 

Builders FirstSource, Inc.
Attn: General Counsel
2001 Bryan Street, Suite 1600
Dallas, Texas 75201

 
To Executive:     at the home address of Executive maintained in the human resource records of the Company.

 

6.2 Severability. The parties agree that it is not their intention to violate any public policy or statutory or common law. In the event that any
provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law. Without limiting the foregoing, if
any portion of SECTION 5 is held to be unenforceable, the maximum enforceable restriction of time, scope of activities and geographic area will be
substituted for any such restrictions held unenforceable.
  

6.3 Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to its principles of conflicts of laws. Executive: agrees to submit to the jurisdiction of the State of Delaware; agrees that any dispute
concerning this Agreement shall be brought exclusively in a state or federal court of competent jurisdiction in Delaware; and agrees that other than disputes
involving SECTION 4 or SECTION 5, all disputes shall be settled through arbitration pursuant to SECTION 6.15. Executive waives any and all objections
to jurisdiction or venue.

6.4 Survival. The covenants and agreements of the parties set forth in SECTIONS 4, 5 and 6 are of a continuing nature and shall survive the
expiration, termination or cancellation of this Agreement, irrespective of the reason therefor.

6.5 Entire Agreement. This Agreement contains the entire understanding between the parties hereto with respect to the terms of employment,
compensation, benefits, and covenants of Executive, and supersede all other prior and contemporaneous agreements and understandings, inducements or
conditions, express or implied, oral or written, between Executive and the Company relating to the subject matter of the Agreement, which such other prior
and contemporaneous agreements and understandings, inducements or conditions shall be deemed terminated effective on the Effective Date, including
without limitation, the Prior Employment Agreement. For the avoidance of doubt, the parties agree that any and all indemnification agreements between
Executive and the Company shall continue in full force unimpaired by this Agreement

6.6 Binding Effect, Etc. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and the
Company’s successors and assigns, including any direct or indirect successor by purchase, merger, consolidation, reorganization, liquidation, dissolution,
winding up or otherwise with respect to all or substantially all of the business or assets of the Company, and Executive’s spouse, heirs, and personal and
legal representatives.

6.7 Counterparts; Amendment. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may be amended or modified only by written instrument duly executed by the
Company and Executive.

6.8 Voluntary Agreement. Executive has read this Agreement carefully, has had the opportunity to seek advice of counsel and understands and
accepts the obligations that it imposes upon Executive without reservation. No other
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promises or representations have been made to Executive to induce Executive to sign this Agreement. Executive is signing this Agreement voluntarily and
finely.

6.9 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors,
assigns (including any direct or indirect successor, spouses, heirs and personal and legal representatives). Any such successor or assign of the Company
shall be included in the term “Company” as used in this Agreement.
  

6.10 Release of Claims. In consideration for the compensation and other benefits provided pursuant to this Agreement, Executive agrees to execute
a “Separation Agreement and General Release” to be presented by the Company substantially in the form of Exhibit A attached hereto. The Company’s
obligation to pay severance benefits pursuant to SECTION 3.4 is expressly conditioned on Executive’s execution and delivery of such Separation
Agreement and General Release no later than forty-five (45) days after the date Executive incurs a Separation from Service without revoking it for a period
of seven (7) days following delivery. Executive’s failure to execute and deliver such Separation Agreement and General Release within such forty-five
(45) day time period (or Executive’s subsequent revocation of such Separation Agreement and General Release) will void the Company’s obligation to pay
severance benefits under this Agreement

6.11 Withholding. All compensation payable to Executive pursuant to this Agreement will be subject to any applicable statutory withholding taxes
and such other taxes as are required or permitted under applicable law and such other deductions or withholdings as authorized by Executive to be collected
with respect to compensation paid to Executive.

6.12 In-kind Benefits and Reimbursements. Notwithstanding anything to the contrary in this Agreement, in-kind benefits and reimbursements
provided under this Agreement during any tax year of Executive shall not affect in-kind benefits or reimbursements to be provided in any other tax year of
Executive, except for the reimbursement of medical expenses referred to in Section 105(b) of the Internal Revenue Code, as amended (“Code”), and are not
subject to liquidation or exchange for another benefit. Notwithstanding anything to the contrary in this Agreement, reimbursement requests must be timely
submitted by Executive and, if timely submitted, reimbursement payments shall be made to Executive as soon as administratively practicable following
such submission, but in no event later than December 31st of the calendar year following the calendar year in which the expense was incurred. In no event
shall Executive be entitled to any reimbursement payments after December 31st of the calendar year following the calendar year in which the expense was
incurred. This SECTION 6.12 shall apply only to in-kind benefits and reimbursements that would result in taxable compensation income to Executive.

6.13 Section 409A The intent of the parties is that payments and benefits under this Agreement be exempt from, or comply with, Section 409A of
the Code (and the rules and regulations promulgated thereunder) (“Section 409A”), and accordingly, to the maximum extent permitted, this Agreement
shall be interpreted and administered to be in accordance therewith. Notwithstanding anything contained herein to the contrary, Executive shall not be
considered to have terminated employment with the Company for purposes of any payments under this Agreement which are subject to Section 409A until
Executive would be considered to have incurred a “separation from service” from the Company within the meaning of Section 409A. Each amount to be
paid or benefit to be provided under this Agreement shall be construed as a separate identified payment for purposes of Section 409A, and any payments
described in this Agreement that are due within the “short term deferral period” as defined in Section 409A, or otherwise satisfying an exception under
Section 409A, shall not be treated as deferred compensation unless applicable law requires otherwise. Without limiting the foregoing and notwithstanding
anything contained herein to the contrary, to the extent required in order to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
that would otherwise be payable and benefits that would otherwise be provided pursuant to this Agreement during the six (6)-month period immediately
following Executive’s separation from service shall instead be paid on the first business day after the date that is six (6) months following Executive’s
separation from service (or, if earlier, death). To the extent required to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
reimbursable to Executive under this Agreement shall be paid to Executive on or before the last day of the year following the year in which the expense
was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits provided) during any one year may not effect amounts
reimbursable or provided in any subsequent year. In no event shall the timing of Executive’s execution of a Separation Agreement and General Release
pursuant to SECTION 6.10 result, directly or indirectly, in Executive
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designating the calendar year of any payment hereunder, and, to the extent required by Section 409A, if a payment hereunder that is subject to execution of
a Separation Agreement and General Release could be made in more than one taxable year, payment shall be made in the later taxable year.
Notwithstanding anything to the contrary in this Agreement or any other agreement by and between Executive and any member of the Company Group, to
the extent that (i) this Agreement provides for the vesting and settlement of any equity award held by Executive and (ii) such equity award constitutes
nonqualified deferred compensation subject to Section 409A, such equity award shall be settled at the earliest time that will not trigger a Tax or penalty
under Section 409A. The Company makes no representation that any or all of the payments described in this Agreement shall be exempt from or comply
with Section 409A and makes no undertaking to preclude Section 409A from applying to any such payment.

6.14 Indemnification, etc. The Company shall provide an indemnification agreement by which it shall indemnify and hold harmless Executive to
the fullest extent permitted by law for any action or inaction Executive takes in good faith with regard to the Company or parent or any benefit plan of
either, in accordance with the Company’s Certificate of Incorporation and By-laws. Further, the Company shall cover Executive on its directors’ and
officers’ liability insurance policies to no less extent than that which covers any other officer or director of the Company.

6.15 Arbitration. Except with respect to the Company’s enforcement of the covenants in SECTION 4 and SECTION 5, in the event that either
Executive or the Company (or their successor and assigns, or any other person claiming benefits on behalf of or through them) has a dispute, claim,
question, or disagreement arising from or relating to this Agreement or the breach thereof, the parties hereto shall use their best efforts to settle the dispute,
claim, question, or disagreement. To this effect, they shall consult and negotiate with each other in good faith and, recognizing their mutual interests,
attempt to reach a just and equitable solution satisfactory to both parties. If the parties do not reach such solution within a period of 60 days, then, upon
written notice by either party to the other, all such disputes, claims, questions, or differences shall be finally settled by confidential binding arbitration
administered by the American Arbitration Association in accordance with the provisions of its Employment Arbitration Rules, unless such claim is
precluded by law from being settled through arbitration. Such arbitration shall take place in Dallas, Texas. Any arbitrator selected by the parties to arbitrate
any such dispute shall have practiced predominately in the field of employment law for no less than ten years. The arbitrator will have the power to
interpret this Agreement. Any determination or decision by the arbitrator shall be binding upon the parties and may be enforced in any court of law. The
parties agree that this arbitration provision does not apply to the right of Executive to file a charge, testify, assist or participate in any manner in an
investigation, hearing or proceeding before the Equal Employment Opportunity Commission or any other agency pertaining to any matters covered by this
Agreement and within the jurisdiction of the agency. Both parties agree that this arbitration clause has been bargained for by the parties upon advice of their
respective counsel.

6.16 Code Section 280G. Notwithstanding any other provision of this Agreement, if it is determined that the benefits or payments payable under
this Agreement, taking into account other benefits or payments provided under other plans, agreements or arrangements, constitute Parachute Payments that
would subject Executive to tax under Section 4999 of the Code, it must be determined whether Executive will receive the total payments due or the
Reduced Amount. Executive will receive the Reduced Amount if the Reduced Amount results in equal or greater Net After Tax Receipts than the Net After
Tax Receipts that would result from Executive receiving the total payments due.

If it is determined that the total payments should be reduced to the Reduced Amount, the Company must promptly notify Executive of that determination,
including a copy of the detailed calculations by an accounting firm or other professional organization qualified to make the calculation that was selected by
the Company and acceptable to Executive (the “Accounting Firm”). The Company shall pay the fees and expenses of the Accounting Firm. All
determinations made by the Accounting Firm under this SECTION 6.16 are binding upon the Company and Executive, subject to any differing
determination by the Internal Revenue Service.

It is the intention of the Company and Executive to reduce the payments under this Agreement and any other plan, agreement or arrangement only if the
aggregate Net After Tax Receipts to Executive would thereby be increased.

If it is determined that the total payments should be reduced to the Reduced Amount, any reduction shall be in the order that would provide Executive with
the largest amount of Net After Tax Receipts (subject to the remainder of
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this sentence, pro rata if two alternatives provide the same result) and shall, to the extent permitted by Code Section 280G and 409A be designated by
Executive. Executive shall at any time have the unilateral right to forfeit any equity grant in whole or in part.

For purposes of this Agreement, the term “Net After Tax Receipt” means the Present Value of the total payments or the Reduced Amount, as applicable,
net of all federal, state and local income and payroll taxes imposed on Executive, including Section 4999 of the Code, determined by applying the highest
marginal rate of income taxes which applied to Executive’s taxable income for the immediately preceding taxable year. For purposes of this Agreement, the
term “Parachute Payment” means a payment (under this Agreement or any other plan, agreement or arrangement) that is described in Section 280G(b)(2)
of the Code, determined in accordance with Section 280G of the Code and the regulations thereunder. For purposes of this Agreement, the term “Present
Value” means the value determined in accordance with Section 280G(d)(4) of the Code and the regulations thereunder. For purposes of this Agreement, the
term “Reduced Amount” means the largest amount of Parachute Payments that is less than the total Parachute Payments and that may be paid to Executive
without subjecting Executive to tax under Section 4999 of the Code.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
 
COMPANY:  EXECUTIVE:
    
BUILDERS FIRSTSOURCE, INC.   
    
    
By: /s/ Timothy D. Johnson  /s/ Peter Jackson
Name: Timothy D. Johnson  Peter Jackson
Its: Executive Vice President & General Counsel
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EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (this “Agreement”) is made as of by and between [    ] (“Executive”) and Builders FirstSource, Inc. (the
“Company”). For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Termination of Employment. The parties agree that Executive’s employment with the Company and all of its affiliates is terminated effective
as of [    ] (the “Termination Date”).

2. Payments Due to Executive. Executive acknowledges receipt of [ ] ($[    ]) from the Company, representing Executive’s accrued but unpaid
Base Salary and accrued unused vacation through the Termination Date. In addition, Executive shall receive (a) his annual bonus (if any) for the fiscal year
completed prior to the Termination Date, to be paid at the same time annual bonuses would have been paid if Executive had continued in employment,
(b) shall receive any vested benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the term thereof, and
(c) any unreimbursed business expenses incurred through the Termination Date. Other than as expressly set forth in this SECTION 2, Executive is not
entitled to any consulting fees, wages, accrued vacation pay, benefits or any other amounts with respect to his employment through the Termination Date.

3. Severance Benefits and Continuing Health Insurance Coverage. In consideration of Executive’s execution and non-revocation of this
Agreement in accordance with its terms, the Company agrees to pay to Executive the amounts provided in SECTION 3.4 of that certain Amended and
Restated Employment Agreement, dated as of ________________, 20__by and between Executive and the Company, which amounts are, to the extent
known, stated on Attachment A hereto.

4. General Release.

(a) Executive, on behalf of Executive, his heirs, executors, personal representatives, administrators and assigns, voluntarily, irrevocably, knowingly
and unconditionally releases, remises and discharges the Company and all of its current and former parents, subsidiaries and affiliates, each of their
respective members, officers, directors, stockholders, partners, employees, agents, representatives, advisors and attorneys, and each of their respective
subsidiaries, affiliates, estates, predecessors, successors and assigns (collectively, the “Company Parties”) from any and all actions, causes of action,
charges, complaints, claims, damages, demands, debts, lawsuits, rights, understandings, obligations, expenses (including attorneys’ fees and costs),
covenants, contracts, promises or liabilities of any kind, nature or description whatsoever, known or unknown, in law or in equity (collectively, the
“Claims”) which Executive or Executive’s heirs, executors, personal representatives, administrators and assigns ever had, now has or may hereafter claim
to have by reason of any matter, cause or thing whatsoever (i) arising from the beginning of time through the date upon which Executive executes this
Agreement, including, without limitation, any such Claims arising out of, relating to or in connection with Executive’s employment or service as a director
with the Company, including tort, fraud, or defamation and arising under federal, local or state statute or regulation, including, without limitation, Title VII
of the Civil Rights Act of 1964, the Americans With Disabilities Act, the Age Discrimination in Employment Act, as amended by the Older Workers
Benefit Protection Act, the Family and Medical Leave Act, the Employee Retirement Income Security Act of 1974, the Civil Rights Act of 1991, the Equal
Pay Act, the Fair labor Standards Act, 42 U.S.C. § 1981, the Texas Labor Code (including, without limitation, the Texas Payday Law, the Texas Anti-
Retaliation Act, Chapter 21 of the Texas Labor Code, and the Texas Whistleblower Act), each as amended and including each of their respective
implementing regulations and/or any other federal, state, local or foreign law (statutory, regulatory or otherwise), that may be legally waived and released;
(ii) arising out of or relating to the termination of Executive’s employment; or (iii) arising under or relating to any policy, agreement, understanding or
promise, written or oral, formal or informal, between the Company or any of the other Company Parties and Executive.

(b) Executive agrees that there is a risk that each and every injury which he may have suffered by reason of his employment relationship might not
now be known, and there is a further risk that such injuries, whether known or
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unknown at the date of this Agreement, might become progressively worse, and that as a result thereof further damages may be sustained by Executive;
nevertheless, Executive desires to forever and fully release and discharge the Company Parties, and he fully understands that by the execution of this
Agreement no further claims for any such injuries may ever be asserted.

(c) This general release does not in any way diminish or impair: (i) any Claims Executive may have that cannot be waived under applicable law,
(ii) Executive’s right to enforce this Agreement; (iii) any rights Executive may have to indemnification from personal liability or to protection under any
insurance policy maintained by the Company, including without limitation any general liability, employment practices liability, or directors and officers
insurance policy or any contractual indemnification agreement; (iv) Executive’s right, if any, to government provided unemployment and worker’s
compensation benefits; or (v) Executive’s rights under any Company Executive benefit plans (i.e. health, disability or tax-qualified retirement plans), which
by their explicit terms survive the termination of Executive’s employment

(d) Executive agrees that the consideration set forth in SECTION 3 above shall constitute the entire consideration provided under this Agreement,
and that Executive will not seek from the Company Parties any further compensation or other consideration for any claimed obligation, entitlement,
damage, cost or attorneys’ fees in connection with the matters encompassed by this Agreement.

(e) Executive understands and agrees that if any facts with respect to this Agreement or Executive’s prior treatment by or employment with the
Company are found to be different from the facts now believed to be true, Executive expressly accepts, assumes the risk of, and agrees that this Agreement
shall remain effective notwithstanding such differences. Executive agrees that the various items of consideration set forth in this Agreement fully
compensate for said risks, and that Executive will have no legal recourse against the Company in the event of discovery of a difference in facts.
  

(f) Executive agrees to the release of all known and unknown claims, including expressly the waiver of any rights or claims arising out of the
Federal Age Discrimination in Employment Act, 29 U.S.C. § 621, et seq. (“ADEA”), and in connection with such waiver of ADEA claims, and as
provided by the Older Worker Benefit Protection Act, Executive understands and agrees as follows:

(i) Executive has the right to consult with an attorney before signing this Agreement, and is hereby advised to do so;

(ii) Executive shall have a period of forty-five (45) days from the Termination Date (or from the date of receipt of this Agreement if
received after the Termination Date) in which to consider the terms of the Agreement (the “Review Period”). Executive may at his option execute
this Agreement at any time during the Review Period. If Executive does not return the signed Agreement to the Company prior to the expiration of
the 45 day period, then the offer of severance benefits set forth in this Agreement shall lapse and shall be withdrawn by the Company; and

(iii) Executive may revoke this Agreement at any time during the first seven (7) days following Executive’s execution of this Agreement,
and this Agreement and release shall not be effective or enforceable until the seven-day period has expired (“Revocation Period Expiration
Date”). Notice of a revocation by Executive must be made to the designated representative of the Company (as described below) within the seven
(7) day period after Executive signs this Agreement. If Executive revokes this Agreement, it shall not be effective or enforceable against the
Company Parties. Accordingly, the “Effective Date” of this Agreement shall be on the eighth (8th) day after Executive signs the Agreement and
returns it to the Company, and provided that Executive does not revoke the Agreement during the seven (7) day revocation period.

In the event Executive elects to revoke this release pursuant to SECTION 4(f)(iii) above, Executive shall notify Company by hand-delivery, express courier
or certified mail, return receipt requested, within seven (7) days after signing this Agreement to: ATTN: General Counsel, Builders FirstSource, Inc.,
[ADDRESS]. In the event that Executive exercises his right to revoke this release pursuant to SECTION 4(f)(iii) above, any and all obligations of
Company under this Agreement shall be null and void. Executive agrees that by signing this Agreement prior to the expiration of the forty-five (45) day
period he has voluntarily waived his right to consider this Agreement for the full
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forty-five (45) day period. Executive further agrees that any changes to this Agreement made during the Review Period, whether material or immaterial,
shall not restart the 45-day consideration period.

5. Review of Agreement; No Assignment of Claims. Executive represents and warrants that he (a) has carefully read and understands all of the
provisions of this Agreement and has had the opportunity for it to be reviewed and explained by counsel to the extent Executive deems it necessary, (b) is
voluntarily entering into this Agreement, (c) has not relied upon any representation or statement made by the Company or any other person with regard to
the subject matter or effect of this Agreement, (d) has not transferred or assigned any Claims and (e) has not filed any complaint or charge against any of
the Company Parties with any local, state, or federal agency or court.
  

6. No Claims. Each party represents that it has not filed any Claim against the other Party with any state, federal or local agency or
court; provided, however, that nothing in this Agreement shall be construed to prohibit Executive from filing a Claim, including a challenge to the validity
of this Agreement, with the Equal Employment Opportunity Commission (“EEOC”) or participating in any investigation or proceeding conducted by the
EEOC.

7. Interpretation. This Agreement shall take effect as an instrument under seal and shall be governed and construed in accordance with the laws of
the State of Texas without regard to provisions or principles thereof relating to conflict of laws.

8. Agreement as Defense. This Agreement may be pleaded as a full and complete defense to any subsequent action or other proceeding arising out
of, relating to, or having anything to do with any and all Claims, counterclaims, defenses or other matters capable of being alleged, which are specifically
released and discharged by this Agreement. This Agreement may also be used to abate any such action or proceeding and/or as a basis of a cross complaint
for damages.

9. Nondisclosure of Agreement. The terms and conditions of this Agreement are confidential. Executive agrees not to disclose the terms of this
Agreement to anyone except immediate family members and Executive’s attorneys and financial advisers. Executive further agrees to inform these people
that the Agreement is confidential and must not be disclosed to anyone else. Executive may disclose the terms of this Agreement if compelled to do so by a
court, but Executive agrees to notify the Company immediately if anyone seeks to compel Executive’s testimony in this regard, and to cooperate with the
Company if the Company decides to oppose such effort. Executive agrees that disclosure by Executive in violation of this Agreement would cause so much
injury to the Company that money alone could not fully compensate the Company and that the Company is entitled to injunctive and equitable relief.
Executive also agrees that the Company would be entitled to recover money from Executive if this Agreement were violated.

10. Ongoing Covenants. Executive acknowledges that nothing in this Agreement shall limit or otherwise impact Executive’s continuing
obligations of confidentiality to the Company in accordance with Company policy and applicable law, or any applicable Company policies or agreements
between the Company and Executive with respect to non-competition or non-solicitation, and Executive covenants and agrees to abide by all such
continuing obligations.

11. No Adverse Comments. Executive agrees not to make, issue, release or authorize any written or oral statements, derogatory or defamatory in
nature, about the Company, its affiliates or any of their respective products, services, directors, officers or executives, provided that the foregoing shall not
be violated by truthful testimony in response to legal process, normal competitive statements, rebuttal of statements by the other or actions to enforce his
rights. Nothing herein prohibits Executive from communicating, without notice to or approval by the Company, with any federal government agency about
a potential violation of a federal law or regulation.

12. Integration; Severability. Except with respect to any continuing obligations to the Company, the terms and conditions of this Agreement
constitute the entire agreement between Company and Executive and supersede all previous communications, either oral or written, between the parties
with respect to the subject matter of this Agreement. No agreement or understanding varying or extending the terms of this Agreement shall be binding
upon either party unless in writing signed by or on behalf of such party. In the event that a court finds any portion of this Agreement unenforceable for any
reason whatsoever, Company and Executive agree that the other provisions of the
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Agreement shall be deemed to be severable and will continue in full force and effect to the fullest extent permitted by law.

13. EXECUTIVE ACKNOWLEDGES THE FOLLOWING: HE HAS ENTERED INTO THIS AGREEMENT KNOWINGLY,
VOLUNTARILY AND OF HIS OWN FREE WILL WITH A FULL UNDERSTANDING OF ITS TERMS; HE HAS READ THIS AGREEMENT;
THAT HE FULLY UNDERSTANDS ITS TERMS; THAT EXECUTIVE IS ADVISED TO CONSULT AN ATTORNEY FOR ADVICE; THAT
HE HAS THE RIGHT TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT; THAT HE HAS HAD AMPLE
TIME TO CONSIDER HIS DECISION BEFORE ENTERING INTO THE AGREEMENT; THAT HE IS SATISFIED WITH THE TERMS OF
THIS AGREEMENT AND AGREES THAT THE TERMS ARE BINDING UPON HIM; AND THAT HE HAS BEEN ADVISED BY THE
COMPANY OF HIS ABILITY TO TAKE ADVANTAGE OF THE CONSIDERATION PERIOD AFFORDED BY SECTION 4 ABOVE.

IN WITNESS WHEREOF, the parties have executed this Agreement with effect as of the date first above written.
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SEVERANCE AGREEMENT
ATTACHMENT A

The following severance benefits are payable pursuant to SECTION 3.4 of Executive’s Employment Agreement:
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EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) between Timothy Johnson (“Executive”), Builders FirstSource, Inc., a Delaware
corporation (the “Company”), and, solely in respect of the agreement to terminate the Prior Employment Agreement (as defined herein) effective as of the
Effective Time (as defined herein), BMC Stock Holdings, Inc., a Delaware corporation (“BMC”), is entered into as of January 31, 2022 and is effective as
of 12:01 am Eastern Time on January 1, 2021 (the “Effective Time”).

RECITALS

WHEREAS, BMC and Executive are parties to that certain Employment Agreement dated as of January 7, 2019 (the “Prior Employment
Agreement”);

WHEREAS, the Company and Executive desire to terminate the Prior Employment Agreement, effective as of the Effective Time; and

WHEREAS, as of the Effective Time, this Agreement shall supersede and replace in its entirety the Prior Employment Agreement, and this
Agreement shall set forth the terms and conditions of Executive’s employment with the Company from and after the Effective Time.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive hereby agree as
follows:

SECTION 1

EMPLOYMENT TERMS

1.1 Employment. The Company hereby agrees to employ Executive pursuant to the terms of this Agreement, and Executive hereby accepts such
employment by the Company, effective as of the Effective Time, for the period and upon the terms and conditions contained in this Agreement.

1.2 Position and Duties. Executive is hereby employed as of the Effective Time to serve as the Executive Vice President, General Counsel, and
Secretary of the Company.  In his capacity as Executive Vice President, General Counsel, and Secretary of the Company, Executive shall have all of the
powers, duties and responsibilities commensurate with such position as shall be assigned to him by the Chief Executive Officer of the Company.  In his
capacity as Executive Vice President, General Counsel, and Secretary of the Company, Executive will report directly to the Chief Executive Officer of the
Company.

Executive shall devote Executive’s full business time and attention and full diligence and vigor and good faith efforts to the affairs of the Company.
Executive shall not engage in any other material business duties or pursuits or render any services of a professional nature to any other entity or person, or
serve on any other board of directors (other than a not-for-profit board of directors, and then only to the extent it does not interfere with his duties to the
Company), without the prior written consent of the Company’s Board of Directors (the “Board”) or a committee designated by the Board to approve such
matters.

1.3 Term. Executive’s employment under this Agreement shall commence on the Effective Time and shall continue for an indefinite term, until
terminated in accordance with SECTION 3 below. Certain provisions, however, as more fully set forth in SECTION 4, SECTION 5 and SECTION 6
below, continue in effect beyond the date of the termination of Executive’s employment (the “Termination Date”).  Executive agrees that, effective as of
the applicable Termination Date, Executive shall resign from all positions held by Executive as an officer, director or otherwise with respect to the
Company or any member of the Company Group (as defined below).

1.4 Waiver of Right to Resign for Good Reason.  Executive hereby agrees that Executive’s employment by the Company from and after the
Effective Time on the terms set forth in this Agreement shall be deemed to satisfy in full any requirement pursuant to the Prior Employment Agreement or
otherwise that a successor to BMC upon a
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Change in Control must assume and continue the Prior Employment Agreement.  In addition, Executive hereby waives, effective immediately prior to the
Effective Time, any and all rights that Executive may have, under the Prior Employment Agreement or otherwise, to resign for Good Reason as a result of
or in connection with (a) the termination of the Prior Employment Agreement and replacement thereof with this Agreement or (b) any change in
Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and responsibilities measured immediately after the
Effective Time to take the position described herein.

SECTION 2

COMPENSATION AND BENEFITS

2.1 Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary at the rate not less than $450,000 each calendar year (“Base
Salary”), payable in accordance with the Company’s ordinary payroll and withholding practices from time to time in effect for its employees. During the
term of employment hereunder, Executive’s salary shall be reviewed from time to time (but no less than annually) to determine whether an increase (not
decrease) in Executive’s salary is appropriate. Any such increase shall be at the sole discretion of the Board, or where required, the Compensation
Committee of the Board, and thereafter any such increased amount shall be Executive’s “Base Salary” for all purposes.

(b) Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual incentive
program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the award of an annual cash bonus
(“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus equal to 100% of Base Salary (the “Target Bonus”).
Payment of the Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.

(c) Annual Equity Grant. During the term of employment, Executive shall be eligible to participate under the applicable equity plan of
the Company then in effect, as amended from time to time, or any successor plans (collectively, the “Company Equity Plan”), for the award of an annual
grant of equity thereunder (the “Annual Equity Grant”). The actual award and amount of any Annual Equity Grant will be determined by the Board or the
Compensation Committee of the Board in accordance with the terms of the applicable Company Equity Plan and subject to the provisions thereof.  

(d) Sign-On Equity Grant. Executive acknowledges he received a one-time equity award grant of time-vesting restricted stock units with
a grant date fair market value equal to $1,500,000. Such restricted stock units shall vest in three equal installments on March 15, 2022, 2023, and 2024, and
shall be subject to the same general terms and conditions as are applicable to equity awards granted to other senior executives of the Company.

2.2 Benefits.

(a) Generally. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable benefits plans, policies or
contracts, in all employee benefits programs that the Company may adopt for its employees generally providing for sick or other leave, vacation, group
health, disability and life insurance benefits. Executive shall be eligible to participate in the Company’s 401(k) plan on the terms and conditions and
qualifications of such plan from time to time in effect, with a Company match (if any) no less favorable than that provided to any other Company
executives. Executive shall be entitled to at least four (4) weeks of paid vacation for each full calendar year of employment, to be accrued in accordance
with the Company’s regular vacation pay policy.

(b) Executive. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable plans, policies or
contracts, in all benefits or fringe benefits which are in effect generally for the Company’s executive personnel from time to time.
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2.3 Expense Reimbursement. The Company shall pay or reimburse Executive for all reasonable expenses incurred in connection with performing
his duties upon presentation of documents in accordance with the reasonable procedures established by the Company.

SECTION 3

TERMINATION

3.1 By the Company:

(a) For Cause. The Company shall have the right at any time, exercisable upon written notice, to terminate Executive’s employment for
Cause. As used in this Agreement, “Cause” shall mean that Executive:

(i) has committed any act or omission that results in, or that may reasonably be expected to result in, a conviction, plea of no
contest or imposition of unadjudicated probation for any felony or crime involving moral turpitude;

(ii) has committed any act of fraud, embezzlement or misappropriation, or engaged in material misconduct or breach of fiduciary
duty against the Company (or any predecessor thereto or successor thereof);

(iii) has willfully failed to substantially perform such duties as are reasonably assigned to him under this Agreement;

(iv) has unlawfully used (including being under the influence) or possessed illegal drugs on the Company’s premises or while
performing his duties and responsibilities for the Company;

(v) materially fails to perform Executive’s duties required under Executive’s employment by or other relationship with the
Company (it being agreed that failure of the Company to achieve operating results or similar poor performance of the Company shall not, in and of itself,
be deemed a failure to perform Executive’s duties);

(vi) fails to comply with a lawful directive of the Board or Chief Executive Officer that is consistent with the Company’s
business practices and Code of Ethics;
  

(vii) engages in (A) willful misconduct for which Executive receives a material and improper personal benefit at the expense of
the Company, or (B) accidental misconduct resulting in such a benefit which Executive does not promptly report to the Company and redress promptly
upon becoming aware of such benefit;

(viii) in carrying out his duties under this Agreement, has engaged in acts or omissions constituting gross negligence or willful
misconduct resulting in, or which, in the good faith opinion of the Board, could be expected to result in, substantial economic harm to the Company;

(ix) has failed for any reason to correct, cease or alter any action or omission that (A) materially violates or does not conform
with the Company’s policies, standards or regulations (including, without limitation, any Company policy or rule related to discrimination or sexual and
other types of harassment or abusive conduct), (B) constitutes a material breach of this Agreement, including SECTION 4, or (C) constitutes a material
breach of his duty of loyalty to the Company; or

(x) has disclosed any Proprietary Information (as defined below) without authorization from the Board, except as otherwise
permitted by this Agreement, another agreement between the parties or any Company policy in effect at the time of disclosure.

For purposes of the definition of “Cause”, “Company” shall include any subsidiary, business unit or affiliate of the Company. The Company shall provide
written notice to Executive of any act or omission that the Company believes
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constitutes grounds for “Cause” pursuant to clause (v), (vi), (vii)(B) or (ix) above, and no such act or omission shall constitute “Cause” unless Executive
fails to remedy such act or omission within ten (10) days of the receipt of such notice; provided that such ten (10) day cure period shall not apply with
respect to any matter that is incapable of cure within such period.

(b) Without Cause. The Company may terminate Executive’s employment under this Agreement at any time without Cause. As used in
this Agreement, a termination without Cause shall mean the termination of Executive’s employment by the Company other than for Cause pursuant to
SECTION 3.1(a) above.

3.2 By Executive:

(a) Without Good Reason. Executive may terminate his employment under this Agreement at any time without Good Reason. As used in
this Agreement, a termination without Good Reason shall mean termination of Executive’s employment by Executive other than for Good Reason pursuant
to SECTION 3.2(b) below.

(b) For Good Reason. Executive shall have the right at any time to resign his employment under this Agreement for Good Reason. As
used in this Agreement, “Good Reason” shall mean the occurrence of any of the following events, without Executive’s consent: (i) a material diminution in
Executive’s Base Salary or Target Bonus, in each case, other than as part of any across-the-board proportionate reduction applying to all senior executives
of the Company, (ii) a material diminution in Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and
responsibilities set forth herein (a “Material Diminution”) (for the sake of clarity, (A) a change in reporting structure by itself does not constitute a Material
Diminution, (B) a change to a different position that is of comparable status within the Company does not constitute a Material Diminution, (C) any
changes generally implemented with regard to a broad group of senior executives does not constitute a Material Diminution, and (D) any change consented
to by Executive is not a Material Diminution), (iii) any material breach by the Company or any member of the Company Group (as defined below) of this
Agreement, (iv) there is a Change in Control and the successor to the Company, if applicable, does not assume and continue this Agreement, and (v) any
requirement by the Company that Executive relocate his personal residence to any city more than one hundred (100) miles from Dallas, Texas or Raleigh,
North Carolina, as applicable.

Notwithstanding the foregoing, no event shall be a Good Reason event unless (i) Executive gives the Company written notice that he is resigning for Good
Reason within ninety (90) days of the first occurrence of the Good Reason event, and (ii) the Company (A) accepts such resignation, (B) does not cure such
Good Reason event, or (C) disputes the existence of Good Reason, in each case within thirty (30) days of receiving such notice, and in the case of clauses
(A) and (B) Executive’s resignation for Good Reason shall become effective as of the earlier of (x) the date the Company accepts such resignation, or
(y) the expiration of the thirty day cure period (provided the Company has not cured the Good Reason event) and in the case of clause (C) shall become
effective only if Good Reason is ultimately determined to exist upon final resolution of the Company’s dispute of his resignation by a court of competent
jurisdiction or otherwise.

(c) The term “Change in Control” shall have the meaning set forth in the Company’s 2014 Incentive Plan, as may be amended from
time to time.

3.3 Compensation Upon Termination. Upon termination of Executive’s employment with the Company, the Company’s obligation to pay
compensation and benefits under SECTION 2 shall terminate, except that the Company shall pay to Executive or, if applicable, Executive’s heirs, all
earned but unpaid Base Salary under SECTION 2.1(a) and accrued but unused vacation under SECTION 2.2, in each case, through the Termination Date
and Executive’s unreimbursed expenses incurred through the Termination Date in accordance with SECTION 2.3. In addition, Executive shall be entitled to
receive (i) any vested amounts or benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the terms thereof,
and (ii) other than on an involuntary termination by the Company for Cause or a voluntary termination by Executive without Good Reason (for the
avoidance of doubt, for purposes of this subsection, a termination due to Executive’s death shall not constitute a termination for Good Reason”), his Annual
Cash Bonus for any completed fiscal year to the extent earned for such fiscal year and if such bonus has not previously been paid for such completed fiscal
year, at the same time such Annual Cash Bonus would have been paid if Executive had continued in employment (it being understood that in the event of
any such termination Executive is not entitled to an Annual Bonus for the then-
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current Fiscal Year). If the Company terminates Executive’s employment without Cause or if Executive terminates his employment for Good Reason, then,
in addition, to the foregoing compensation, upon execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, the Company shall pay severance benefits pursuant to SECTION 3.4 below. No other payments or compensation of
any kind shall be paid in respect of Executive’s employment with or termination from the Company. Notwithstanding any contrary provision contained
herein, in the event of any termination of Executive’s employment, the exclusive remedies available to Executive shall be the amounts due under this
SECTION 3, which are in the nature of liquidated damages, and are not in the nature of a penalty.

3.4 Severance Benefits.

(a) Termination without Cause or for Good Reason. Subject to the terms and conditions of eligibility for Executive’s receipt of severance
benefits under this Agreement, including the timely execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, if the Company terminates Executive’s employment without Cause or Executive terminates his employment for
Good Reason, the Company shall pay to Executive, as severance benefits, which amounts are in addition to the Compensation upon Termination set forth in
SECTION 3.3 herein:

(i) An amount equal to 100% of his Base Salary which shall be paid to Executive on a salary continuation basis according to the
Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event less
frequently than monthly.

(ii) An amount equal to 100% of Executive’s Target Bonus, which shall be paid to Executive in equal installments according to
the Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event
less frequently than monthly.

(iii) Subject to (1) Executive’s timely election of continuation coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985, as amended (“COBRA”), and (2) Executive’s continued copayment of premiums at the same level and cost to Executive as if Executive were
an employee of the Company (excluding, for purposes of calculating cost, an employee’s ability to pay premiums with pre-tax dollars), continued
participation in the Company’s group health plan (to the extent permitted under applicable law and the terms of such plan) which covers Executive (and
Executive’s eligible dependents) for a period of twelve (12) months at the Company’s expense, provided that Executive is eligible and remains eligible for
COBRA coverage. The Company may modify its obligation under this SECTION 3.4(a)(iii) to the extent reasonably necessary to avoid any penalty or
excise taxes imposed on it in connection with the continued payment of premiums by the Company under the Patient Protection and Affordable Care Act of
2010, as amended, or other applicable law.

(b) Notwithstanding any other provision of this Agreement, any severance benefits that would otherwise have been paid before the
Company’s first normal payroll payment date falling on or after the sixtieth (60th) day after the date on which Executive incurs a Separation from Service
(the “First Payment Date”) shall be made on the First Payment Date. Each separate severance installment payment and each other payment that Executive
may be eligible to receive under this Agreement shall be a separate payment under this Agreement for all purposes.

(c) Executive shall have no duty or obligation to mitigate the amounts due under SECTION 3.4(a) above and any amounts earned by
Executive from other employment shall not be offset or reduce the amounts due hereunder.

SECTION 4

CERTAIN AGREEMENTS

4.1 Confidentiality. Executive acknowledges that the Company owns and shall own and has developed and shall develop proprietary information
concerning its business and the business of its subsidiaries and affiliates and
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each of their employees, customers and clients (“Proprietary Information”). Such Proprietary Information includes, among other things, trade secrets,
financial information, product plans, customer lists, marketing plans, systems, manuals, training materials, forecasts, inventions, improvements, know-
how and other intellectual property, in each case, relating to the Company’s business. Executive shall, at all times, both during employment by the
Company and thereafter, keep all Proprietary Information in confidence and trust and shall not use or disclose any Proprietary Information without the
written consent of the Company, except as necessary in the ordinary course of Executive’s duties. Executive shall keep the terms of this Agreement in
confidence and trust and shall not disclose such terms, except to Executive’s family, accountants, financial advisors, or attorneys, or as otherwise authorized
or required by law. The parties acknowledge that pursuant to the Defend Trade Secrets Act of 2016 (the “DTSA”), an individual may not be held criminally
or civilly liable under any Federal or state trade secret law for disclosure of a trade secret that (i) is made (A) in confidence to a Federal, state or local
governmental authority, either directly or indirectly, or to an attorney; and (B) solely for the purpose of reporting or investigating a suspected violation of
applicable law; or (ii) is made in a complaint or other document filed in a lawsuit or other proceeding, if such filing is made under seal. Nothing in this
Agreement or any other agreement Executive has with the Company or any of its affiliates is intended to conflict with the DTSA or create liability for
disclosures of trade secrets that are expressly allowed by such section. Under the DTSA, any employee, contractor, or consultant who is found to have
wrongfully misappropriated trade secrets (as the terms “misappropriate” and “trade secret” are defined in the DTSA) may be liable for, among other things,
exemplary damages and attorneys’ fees. Further, nothing in this Agreement or any other agreement Executive has with the Company or any of its affiliates
will prohibit or restrict Executive from making any voluntary disclosure of information or documents related to any violation of law to any governmental
agency or legislative body, or any self-regulatory organization, in each case, without advance notice to the Company.
 

4.2 Company Property. Executive recognizes that all Proprietary Information, however stored or memorialized, and all identification cards, keys,
flash drives, computers, mobile phones, Personal Data Assistants, telephone numbers, access codes, marketing materials, documents, records and other
equipment or property which the Company provides are the sole property of the Company. Upon termination of employment, Executive shall (1) refrain
from taking any such property from the Company’s premises, and (2) return any such property in Executive’s possession within ten (10) business days.

4.3 Assignment of Inventions to the Company. Executive shall promptly disclose to the Company all improvements, inventions, formulas,
processes, computer programs, know-how and trade secrets developed, whether or not patentable, made or conceived or reduced to practice or developed
by Executive, either alone or jointly with others, during and related to Executive’s employment and the Company’s business or while using the Company’s
equipment, supplies, facilities or trade secret information (collectively, “Inventions”). All Inventions and other intellectual property rights shall be the sole
property of the Company and shall be “works made for hire.” Executive hereby assigns to the Company any rights Executive may have or acquire in all
Inventions and agrees to perform, during and after employment with the Company, at the Company’s expense including reasonable compensation to
Executive, all acts reasonably necessary by the Company in obtaining and enforcing intellectual property rights with respect to such Inventions. Executive
hereby irrevocably appoints the Company and its officers and agents as Executive’s attorney-in-fact to act for and in Executive’s name and stead with
respect to such Inventions.

SECTION 5

COVENANT NOT TO ENGAGE IN CERTAIN ACTS

5.1 General. Executive understands and agrees that Executive shall hold a position of significant trust and, in such position of significant trust, shall
provide services and have responsibility with respect to the Company and all of its subsidiaries and affiliates (collectively, the “Company Group”),
including, without limitation, contributing to the acquisition and retention of customers and the generation of goodwill. Executive further understands and
agrees that Executive will develop, access and use Proprietary Information for the benefit of the Company Group. The parties understand and agree that the
purpose of the restrictions contained in SECTION 4 and this SECTION 5 is to protect the goodwill and other legitimate business interests of the Company
(including its Proprietary Information), and that the Company would not have entered into this Agreement in the absence of such restrictions. Executive
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acknowledges and agrees that the restrictions are reasonable and do not, and will not, unduly impair his ability to make a living after the termination of his
employment with the Company. The provisions of SECTION 4 and SECTION 5 shall survive the expiration or sooner termination of this Agreement.
  

5.2 Non-Compete; Non-Interference; Non-Solicit. During the term of employment and for a period of twelve (12) months after the Termination
Date Executive shall not, whether for Executive’s own account or for any other Person, directly or indirectly, with or without compensation:

(a) own, manage, operate, control or participate in the ownership, management, operation or control of, or be employed or engaged in a
senior management role by, any corporation, limited liability company, partnership, joint venture, proprietorship or other business entity or organization
that engages in or plans to engage in the business of (i) supplying, distributing, manufacturing, designing, constructing and/or installing structural and
related building products, including, without limitation, prefabricated components, roof and floor trusses, wall panels, stairs, windows, doors, millwork,
lumber products, roofing, insulation, hardware and other building products and/or (ii) providing services to customers in connection with any of the
foregoing or otherwise related to residential homebuilding, in each case, (i) and (ii) anywhere in the United States (a “Competing Business”).

(b) solicit, or call upon or otherwise attempt to solicit, on behalf of any Competing Business, any of the customers, prospective
customers, vendors or suppliers of Company Group;

(c) divert or take away, or attempt to divert or take away, any existing business of the Company Group;

(d) induce or entice, or seek to induce or entice, or otherwise interfere with, the Company Group’s business relationship with, any
customer of the Company Group;

(e) advance credit or lend money to any third party for the purpose of establishing or operating any Competing Business; or

(f) with respect to any substantially full time independent contractor of the Company Group, employee of the Company Group or
individual who was, at any time during the three months prior to the Termination Date, an employee of the Company Group: (A) hire or retain, or attempt
to hire or retain, such individual to provide services for any third party; or (B) entice away or in any manner persuade or attempt to persuade, such
individual to (1) terminate and/or leave his employment or engagement, (2) accept employment with any person or entity other than a member of the
Company Group, or (3) terminate his relationship with the Company Group or devote less of his business time to the Company Group.

Notwithstanding the foregoing, nothing in this SECTION 5.2 will prohibit Executive from acquiring or holding not more than two percent (2%) of any
class of publicly traded securities.

5.3 Cessation/Reimbursement of Payments. Notwithstanding anything to the contrary in this Agreement, if Executive violates any provision of
SECTION 4 or SECTION 5, the Company may, upon giving written notice to Executive, immediately terminate Executive’s employment with the
Company for Cause or, in the event the violation occurs following the Termination Date, cease all payments and benefits that it may be providing to
Executive pursuant to SECTION 3, and Executive shall be required to reimburse the Company for any payments received from the Company pursuant to
SECTION 3; provided, however, that the foregoing shall be in addition to such other remedies as may be available to the Company and shall not be
deemed to permit Executive to forego or waive such payments in order to avoid his obligations under SECTION 4 or SECTION 5; and provided, further,
that any release of claims by Executive pursuant to SECTION 6.10 shall continue in effect.

5.4 Survival; Injunctive Relief. Executive agrees that the provisions of SECTION 4 and SECTION 5 shall survive the termination of this
Agreement and the termination of Executive’s employment. Executive acknowledges that a breach by him of the covenants contained in SECTION 4 or
SECTION 5 cannot be reasonably or adequately compensated in damages in an action at law and that such breach will cause the Company immeasurable
and irreparable injury and damage. Executive further acknowledges that he possesses unique skills, knowledge and ability and that competition in violation
of SECTION 4 or SECTION 5 would be extremely detrimental to the
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Company. By reason thereof, each of the Company and Executive agrees that the other shall be entitled, in addition to any other remedies it may have
under this Agreement, at law or in equity, or otherwise, to temporary, preliminary and/or permanent injunctive and other equitable relief to prevent or
curtail any actual or threatened violation of SECTION 4 or SECTION 5, without proof of actual damages that have been or may be caused to the Company
by such breach or threatened breach, and waives to the fullest extent permitted by law the posting or securing of any bond by the other party in connection
with such remedies.

SECTION 6

MISCELLANEOUS

6.1 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by certified or registered
mail, postage prepaid, with return receipt requested, telecopy (with hard copy delivered by overnight courier service), or delivered by hand, messenger or
overnight courier service, and shall be deemed given when received at the addresses of the parties set forth below, or at such other address furnished in
writing to the other parties hereto:
 

To the Company:
 

Builders FirstSource, Inc.
Attn: General Counsel
2001 Bryan Street, Suite 1600
Dallas, Texas 75201

 
To Executive:     at the home address of Executive maintained in the human resource records of the Company.

 

6.2 Severability. The parties agree that it is not their intention to violate any public policy or statutory or common law. In the event that any
provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law. Without limiting the foregoing, if
any portion of SECTION 5 is held to be unenforceable, the maximum enforceable restriction of time, scope of activities and geographic area will be
substituted for any such restrictions held unenforceable.
  

6.3 Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to its principles of conflicts of laws. Executive: agrees to submit to the jurisdiction of the State of Delaware; agrees that any dispute
concerning this Agreement shall be brought exclusively in a state or federal court of competent jurisdiction in Delaware; and agrees that other than disputes
involving SECTION 4 or SECTION 5, all disputes shall be settled through arbitration pursuant to SECTION 6.15. Executive waives any and all objections
to jurisdiction or venue.

6.4 Survival. The covenants and agreements of the parties set forth in SECTIONS 4, 5 and 6 are of a continuing nature and shall survive the
expiration, termination or cancellation of this Agreement, irrespective of the reason therefor.

6.5 Entire Agreement. This Agreement contains the entire understanding between the parties hereto with respect to the terms of employment,
compensation, benefits, and covenants of Executive, and supersede all other prior and contemporaneous agreements and understandings, inducements or
conditions, express or implied, oral or written, between Executive and the Company relating to the subject matter of the Agreement, which such other prior
and contemporaneous agreements and understandings, inducements or conditions shall be deemed terminated effective on the Effective Time, including
without limitation, the Prior Employment Agreement. For the avoidance of doubt, the parties agree that any and all indemnification agreements between
Executive and the Company shall continue in full force unimpaired by this Agreement
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6.6 Binding Effect, Etc. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and the
Company’s successors and assigns, including any direct or indirect successor by purchase, merger, consolidation, reorganization, liquidation, dissolution,
winding up or otherwise with respect to all or substantially all of the business or assets of the Company, and Executive’s spouse, heirs, and personal and
legal representatives.

6.7 Counterparts; Amendment. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may be amended or modified only by written instrument duly executed by the
Company and Executive.

6.8 Voluntary Agreement. Executive has read this Agreement carefully, has had the opportunity to seek advice of counsel and understands and
accepts the obligations that it imposes upon Executive without reservation. No other promises or representations have been made to Executive to induce
Executive to sign this Agreement. Executive is signing this Agreement voluntarily and finely.

6.9 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors,
assigns (including any direct or indirect successor, spouses, heirs and personal and legal representatives). Any such successor or assign of the Company
shall be included in the term “Company” as used in this Agreement.
  

6.10 Release of Claims. In consideration for the compensation and other benefits provided pursuant to this Agreement, Executive agrees to execute
a “Separation Agreement and General Release” to be presented by the Company substantially in the form of Exhibit A attached hereto. The Company’s
obligation to pay severance benefits pursuant to SECTION 3.4 is expressly conditioned on Executive’s execution and delivery of such Separation
Agreement and General Release no later than forty-five (45) days after the date Executive incurs a Separation from Service without revoking it for a period
of seven (7) days following delivery. Executive’s failure to execute and deliver such Separation Agreement and General Release within such forty-five
(45) day time period (or Executive’s subsequent revocation of such Separation Agreement and General Release) will void the Company’s obligation to pay
severance benefits under this Agreement

6.11 Withholding. All compensation payable to Executive pursuant to this Agreement will be subject to any applicable statutory withholding taxes
and such other taxes as are required or permitted under applicable law and such other deductions or withholdings as authorized by Executive to be collected
with respect to compensation paid to Executive.

6.12 In-kind Benefits and Reimbursements. Notwithstanding anything to the contrary in this Agreement, in-kind benefits and reimbursements
provided under this Agreement during any tax year of Executive shall not affect in-kind benefits or reimbursements to be provided in any other tax year of
Executive, except for the reimbursement of medical expenses referred to in Section 105(b) of the Internal Revenue Code, as amended (“Code”), and are not
subject to liquidation or exchange for another benefit. Notwithstanding anything to the contrary in this Agreement, reimbursement requests must be timely
submitted by Executive and, if timely submitted, reimbursement payments shall be made to Executive as soon as administratively practicable following
such submission, but in no event later than December 31st of the calendar year following the calendar year in which the expense was incurred. In no event
shall Executive be entitled to any reimbursement payments after December 31st of the calendar year following the calendar year in which the expense was
incurred. This SECTION 6.12 shall apply only to in-kind benefits and reimbursements that would result in taxable compensation income to Executive.

6.13 Section 409A The intent of the parties is that payments and benefits under this Agreement be exempt from, or comply with, Section 409A of
the Code (and the rules and regulations promulgated thereunder) (“Section 409A”), and accordingly, to the maximum extent permitted, this Agreement
shall be interpreted and administered to be in accordance therewith. Notwithstanding anything contained herein to the contrary, Executive shall not be
considered to have terminated employment with the Company for purposes of any payments under this Agreement which are subject to Section 409A until
Executive would be considered to have incurred a “separation from service” from the Company within the meaning of Section 409A. Each amount to be
paid or benefit to be provided under this Agreement shall be construed as a separate identified payment for purposes of Section 409A, and any payments
described in this Agreement that are due within the “short term deferral period” as defined in
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Section 409A, or otherwise satisfying an exception under Section 409A, shall not be treated as deferred compensation unless applicable law requires
otherwise. Without limiting the foregoing and notwithstanding anything contained herein to the contrary, to the extent required in order to avoid accelerated
taxation and/or tax penalties under Section 409A, amounts that would otherwise be payable and benefits that would otherwise be provided pursuant to this
Agreement during the six (6)-month period immediately following Executive’s separation from service shall instead be paid on the first business day after
the date that is six (6) months following Executive’s separation from service (or, if earlier, death). To the extent required to avoid accelerated taxation
and/or tax penalties under Section 409A, amounts reimbursable to Executive under this Agreement shall be paid to Executive on or before the last day of
the year following the year in which the expense was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits provided)
during any one year may not effect amounts reimbursable or provided in any subsequent year. In no event shall the timing of Executive’s execution of a
Separation Agreement and General Release pursuant to SECTION 6.10 result, directly or indirectly, in Executive designating the calendar year of any
payment hereunder, and, to the extent required by Section 409A, if a payment hereunder that is subject to execution of a Separation Agreement and General
Release could be made in more than one taxable year, payment shall be made in the later taxable year. Notwithstanding anything to the contrary in this
Agreement or any other agreement by and between Executive and any member of the Company Group, to the extent that (i) this Agreement provides for
the vesting and settlement of any equity award held by Executive and (ii) such equity award constitutes nonqualified deferred compensation subject to
Section 409A, such equity award shall be settled at the earliest time that will not trigger a Tax or penalty under Section 409A. The Company makes no
representation that any or all of the payments described in this Agreement shall be exempt from or comply with Section 409A and makes no undertaking to
preclude Section 409A from applying to any such payment.

6.14 Indemnification, etc. The Company shall provide an indemnification agreement by which it shall indemnify and hold harmless Executive to
the fullest extent permitted by law for any action or inaction Executive takes in good faith with regard to the Company or parent or any benefit plan of
either, in accordance with the Company’s Certificate of Incorporation and By-laws. Further, the Company shall cover Executive on its directors’ and
officers’ liability insurance policies to no less extent than that which covers any other officer or director of the Company.

6.15 Arbitration. Except with respect to the Company’s enforcement of the covenants in SECTION 4 and SECTION 5, in the event that either
Executive or the Company (or their successor and assigns, or any other person claiming benefits on behalf of or through them) has a dispute, claim,
question, or disagreement arising from or relating to this Agreement or the breach thereof, the parties hereto shall use their best efforts to settle the dispute,
claim, question, or disagreement. To this effect, they shall consult and negotiate with each other in good faith and, recognizing their mutual interests,
attempt to reach a just and equitable solution satisfactory to both parties. If the parties do not reach such solution within a period of 60 days, then, upon
written notice by either party to the other, all such disputes, claims, questions, or differences shall be finally settled by confidential binding arbitration
administered by the American Arbitration Association in accordance with the provisions of its Employment Arbitration Rules, unless such claim is
precluded by law from being settled through arbitration. Such arbitration shall take place in Dallas, Texas. Any arbitrator selected by the parties to arbitrate
any such dispute shall have practiced predominately in the field of employment law for no less than ten years. The arbitrator will have the power to
interpret this Agreement. Any determination or decision by the arbitrator shall be binding upon the parties and may be enforced in any court of law. The
parties agree that this arbitration provision does not apply to the right of Executive to file a charge, testify, assist or participate in any manner in an
investigation, hearing or proceeding before the Equal Employment Opportunity Commission or any other agency pertaining to any matters covered by this
Agreement and within the jurisdiction of the agency. Both parties agree that this arbitration clause has been bargained for by the parties upon advice of their
respective counsel.

6.16 Code Section 280G. Notwithstanding any other provision of this Agreement, if it is determined that the benefits or payments payable under
this Agreement, taking into account other benefits or payments provided under other plans, agreements or arrangements, constitute Parachute Payments that
would subject Executive to tax under Section 4999 of the Code, it must be determined whether Executive will receive the total payments due or the
Reduced Amount. Executive will receive the Reduced Amount if the Reduced Amount results in equal or greater Net After Tax Receipts than the Net After
Tax Receipts that would result from Executive receiving the total payments due.
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If it is determined that the total payments should be reduced to the Reduced Amount, the Company must promptly notify Executive of that determination,
including a copy of the detailed calculations by an accounting firm or other professional organization qualified to make the calculation that was selected by
the Company and acceptable to Executive (the “Accounting Firm”). The Company shall pay the fees and expenses of the Accounting Firm. All
determinations made by the Accounting Firm under this SECTION 6.16 are binding upon the Company and Executive, subject to any differing
determination by the Internal Revenue Service.

It is the intention of the Company and Executive to reduce the payments under this Agreement and any other plan, agreement or arrangement only if the
aggregate Net After Tax Receipts to Executive would thereby be increased.

If it is determined that the total payments should be reduced to the Reduced Amount, any reduction shall be in the order that would provide Executive with
the largest amount of Net After Tax Receipts (subject to the remainder of this sentence, pro rata if two alternatives provide the same result) and shall, to the
extent permitted by Code Section 280G and 409A be designated by Executive. Executive shall at any time have the unilateral right to forfeit any equity
grant in whole or in part.

For purposes of this Agreement, the term “Net After Tax Receipt” means the Present Value of the total payments or the Reduced Amount, as applicable,
net of all federal, state and local income and payroll taxes imposed on Executive, including Section 4999 of the Code, determined by applying the highest
marginal rate of income taxes which applied to Executive’s taxable income for the immediately preceding taxable year. For purposes of this Agreement, the
term “Parachute Payment” means a payment (under this Agreement or any other plan, agreement or arrangement) that is described in Section 280G(b)(2)
of the Code, determined in accordance with Section 280G of the Code and the regulations thereunder. For purposes of this Agreement, the term “Present
Value” means the value determined in accordance with Section 280G(d)(4) of the Code and the regulations thereunder. For purposes of this Agreement, the
term “Reduced Amount” means the largest amount of Parachute Payments that is less than the total Parachute Payments and that may be paid to Executive
without subjecting Executive to tax under Section 4999 of the Code.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
 
 
COMPANY  EXECUTIVE:
    
BUILDERS FIRSTSOURCE, INC.   
    
    
By: /s/ David E. Flitman  /s/ Timothy Johnson
Name:David E. Flitman  Timothy Johnson
Its:President and Chief Executive Officer   
 
 
Solely in respect of the agreement to terminate the Prior
Employment Agreement effective as of the Effective Time:

  

    
BOSTON:   
    
BMC STOCK HOLDINGS, INC.   
    
    
By: /s/ David E. Flitman   
Name: David E. Flitman   
Its: President and Chief Executive Officer   
 

12
 



 
 
 

EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (this “Agreement”) is made as of by and between [    ] (“Executive”) and Builders FirstSource, Inc. (the
“Company”). For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Termination of Employment. The parties agree that Executive’s employment with the Company and all of its affiliates is terminated effective
as of [    ] (the “Termination Date”).

2. Payments Due to Executive. Executive acknowledges receipt of [ ] ($[    ]) from the Company, representing Executive’s accrued but unpaid
Base Salary and accrued unused vacation through the Termination Date. In addition, Executive shall receive (a) his annual bonus (if any) for the fiscal year
completed prior to the Termination Date, to be paid at the same time annual bonuses would have been paid if Executive had continued in employment,
(b) shall receive any vested benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the term thereof, and
(c) any unreimbursed business expenses incurred through the Termination Date. Other than as expressly set forth in this SECTION 2, Executive is not
entitled to any consulting fees, wages, accrued vacation pay, benefits or any other amounts with respect to his employment through the Termination Date.

3. Severance Benefits and Continuing Health Insurance Coverage. In consideration of Executive’s execution and non-revocation of this
Agreement in accordance with its terms, the Company agrees to pay to Executive the amounts provided in SECTION 3.4 of that certain Amended and
Restated Employment Agreement, dated as of ________________, 20__by and between Executive and the Company, which amounts are, to the extent
known, stated on Attachment A hereto.

4. General Release.

(a) Executive, on behalf of Executive, his heirs, executors, personal representatives, administrators and assigns, voluntarily, irrevocably, knowingly
and unconditionally releases, remises and discharges the Company and all of its current and former parents, subsidiaries and affiliates, each of their
respective members, officers, directors, stockholders, partners, employees, agents, representatives, advisors and attorneys, and each of their respective
subsidiaries, affiliates, estates, predecessors, successors and assigns (collectively, the “Company Parties”) from any and all actions, causes of action,
charges, complaints, claims, damages, demands, debts, lawsuits, rights, understandings, obligations, expenses (including attorneys’ fees and costs),
covenants, contracts, promises or liabilities of any kind, nature or description whatsoever, known or unknown, in law or in equity (collectively, the
“Claims”) which Executive or Executive’s heirs, executors, personal representatives, administrators and assigns ever had, now has or may hereafter claim
to have by reason of any matter, cause or thing whatsoever (i) arising from the beginning of time through the date upon which Executive executes this
Agreement, including, without limitation, any such Claims arising out of, relating to or in connection with Executive’s employment or service as a director
with the Company, including tort, fraud, or defamation and arising under federal, local or state statute or regulation, including, without limitation, Title VII
of the Civil Rights Act of 1964, the Americans With Disabilities Act, the Age Discrimination in Employment Act, as amended by the Older Workers
Benefit Protection Act, the Family and Medical Leave Act, the Employee Retirement Income Security Act of 1974, the Civil Rights Act of 1991, the Equal
Pay Act, the Fair labor Standards Act, 42 U.S.C. § 1981, the Texas Labor Code (including, without limitation, the Texas Payday Law, the Texas Anti-
Retaliation Act, Chapter 21 of the Texas Labor Code, and the Texas Whistleblower Act), each as amended and including each of their respective
implementing regulations and/or any other federal, state, local or foreign law (statutory, regulatory or otherwise), that may be legally waived and released;
(ii) arising out of or relating to the termination of Executive’s employment; or (iii) arising under or relating to any policy, agreement, understanding or
promise, written or oral, formal or informal, between the Company or any of the other Company Parties and Executive.
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(b) Executive agrees that there is a risk that each and every injury which he may have suffered by reason of his employment relationship might not
now be known, and there is a further risk that such injuries, whether known or unknown at the date of this Agreement, might become progressively worse,
and that as a result thereof further damages may be sustained by Executive; nevertheless, Executive desires to forever and fully release and discharge the
Company Parties, and he fully understands that by the execution of this Agreement no further claims for any such injuries may ever be asserted.

(c) This general release does not in any way diminish or impair: (i) any Claims Executive may have that cannot be waived under applicable law,
(ii) Executive’s right to enforce this Agreement; (iii) any rights Executive may have to indemnification from personal liability or to protection under any
insurance policy maintained by the Company, including without limitation any general liability, employment practices liability, or directors and officers
insurance policy or any contractual indemnification agreement; (iv) Executive’s right, if any, to government provided unemployment and worker’s
compensation benefits; or (v) Executive’s rights under any Company Executive benefit plans (i.e. health, disability or tax-qualified retirement plans), which
by their explicit terms survive the termination of Executive’s employment

(d) Executive agrees that the consideration set forth in SECTION 3 above shall constitute the entire consideration provided under this Agreement,
and that Executive will not seek from the Company Parties any further compensation or other consideration for any claimed obligation, entitlement,
damage, cost or attorneys’ fees in connection with the matters encompassed by this Agreement.

(e) Executive understands and agrees that if any facts with respect to this Agreement or Executive’s prior treatment by or employment with the
Company are found to be different from the facts now believed to be true, Executive expressly accepts, assumes the risk of, and agrees that this Agreement
shall remain effective notwithstanding such differences. Executive agrees that the various items of consideration set forth in this Agreement fully
compensate for said risks, and that Executive will have no legal recourse against the Company in the event of discovery of a difference in facts.
  

(f) Executive agrees to the release of all known and unknown claims, including expressly the waiver of any rights or claims arising out of the
Federal Age Discrimination in Employment Act, 29 U.S.C. § 621, et seq. (“ADEA”), and in connection with such waiver of ADEA claims, and as
provided by the Older Worker Benefit Protection Act, Executive understands and agrees as follows:

(i) Executive has the right to consult with an attorney before signing this Agreement, and is hereby advised to do so;

(ii) Executive shall have a period of forty-five (45) days from the Termination Date (or from the date of receipt of this Agreement if
received after the Termination Date) in which to consider the terms of the Agreement (the “Review Period”). Executive may at his option execute
this Agreement at any time during the Review Period. If Executive does not return the signed Agreement to the Company prior to the expiration of
the 45 day period, then the offer of severance benefits set forth in this Agreement shall lapse and shall be withdrawn by the Company; and

(iii) Executive may revoke this Agreement at any time during the first seven (7) days following Executive’s execution of this Agreement,
and this Agreement and release shall not be effective or enforceable until the seven-day period has expired (“Revocation Period Expiration
Date”). Notice of a revocation by Executive must be made to the designated representative of the Company (as described below) within the seven
(7) day period after Executive signs this Agreement. If Executive revokes this Agreement, it shall not be effective or enforceable against the
Company Parties. Accordingly, the “Effective Time” of this Agreement shall be on the eighth (8th) day after Executive signs the Agreement and
returns it to the Company, and provided that Executive does not revoke the Agreement during the seven (7) day revocation period.

In the event Executive elects to revoke this release pursuant to SECTION 4(f)(iii) above, Executive shall notify Company by hand-delivery, express courier
or certified mail, return receipt requested, within seven (7) days after signing this Agreement to: ATTN: General Counsel, Builders FirstSource, Inc.,
[ADDRESS]. In the event that Executive exercises his right to revoke this release pursuant to SECTION 4(f)(iii) above, any and all obligations of
Company under this Agreement shall be null and void. Executive agrees that by signing this Agreement prior to the
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expiration of the forty-five (45) day period he has voluntarily waived his right to consider this Agreement for the full forty-five (45) day period. Executive
further agrees that any changes to this Agreement made during the Review Period, whether material or immaterial, shall not restart the 45-
day consideration period.

5. Review of Agreement; No Assignment of Claims. Executive represents and warrants that he (a) has carefully read and understands all of the
provisions of this Agreement and has had the opportunity for it to be reviewed and explained by counsel to the extent Executive deems it necessary, (b) is
voluntarily entering into this Agreement, (c) has not relied upon any representation or statement made by the Company or any other person with regard to
the subject matter or effect of this Agreement, (d) has not transferred or assigned any Claims and (e) has not filed any complaint or charge against any of
the Company Parties with any local, state, or federal agency or court.
  

6. No Claims. Each party represents that it has not filed any Claim against the other Party with any state, federal or local agency or
court; provided, however, that nothing in this Agreement shall be construed to prohibit Executive from filing a Claim, including a challenge to the validity
of this Agreement, with the Equal Employment Opportunity Commission (“EEOC”) or participating in any investigation or proceeding conducted by the
EEOC.

7. Interpretation. This Agreement shall take effect as an instrument under seal and shall be governed and construed in accordance with the laws of
the State of Texas without regard to provisions or principles thereof relating to conflict of laws.

8. Agreement as Defense. This Agreement may be pleaded as a full and complete defense to any subsequent action or other proceeding arising out
of, relating to, or having anything to do with any and all Claims, counterclaims, defenses or other matters capable of being alleged, which are specifically
released and discharged by this Agreement. This Agreement may also be used to abate any such action or proceeding and/or as a basis of a cross complaint
for damages.

9. Nondisclosure of Agreement. The terms and conditions of this Agreement are confidential. Executive agrees not to disclose the terms of this
Agreement to anyone except immediate family members and Executive’s attorneys and financial advisers. Executive further agrees to inform these people
that the Agreement is confidential and must not be disclosed to anyone else. Executive may disclose the terms of this Agreement if compelled to do so by a
court, but Executive agrees to notify the Company immediately if anyone seeks to compel Executive’s testimony in this regard, and to cooperate with the
Company if the Company decides to oppose such effort. Executive agrees that disclosure by Executive in violation of this Agreement would cause so much
injury to the Company that money alone could not fully compensate the Company and that the Company is entitled to injunctive and equitable relief.
Executive also agrees that the Company would be entitled to recover money from Executive if this Agreement were violated.

10. Ongoing Covenants. Executive acknowledges that nothing in this Agreement shall limit or otherwise impact Executive’s continuing
obligations of confidentiality to the Company in accordance with Company policy and applicable law, or any applicable Company policies or agreements
between the Company and Executive with respect to non-competition or non-solicitation, and Executive covenants and agrees to abide by all such
continuing obligations.

11. No Adverse Comments. Executive agrees not to make, issue, release or authorize any written or oral statements, derogatory or defamatory in
nature, about the Company, its affiliates or any of their respective products, services, directors, officers or executives, provided that the foregoing shall not
be violated by truthful testimony in response to legal process, normal competitive statements, rebuttal of statements by the other or actions to enforce his
rights. Nothing herein prohibits Executive from communicating, without notice to or approval by the Company, with any federal government agency about
a potential violation of a federal law or regulation.

12. Integration; Severability. Except with respect to any continuing obligations to the Company, the terms and conditions of this Agreement
constitute the entire agreement between Company and Executive and supersede all previous communications, either oral or written, between the parties
with respect to the subject matter of this Agreement. No agreement or understanding varying or extending the terms of this Agreement shall be binding
upon either party unless in writing signed by or on behalf of such party. In the event that a court finds any portion of this
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Agreement unenforceable for any reason whatsoever, Company and Executive agree that the other provisions of the Agreement shall be deemed to be
severable and will continue in full force and effect to the fullest extent permitted by law.

13. EXECUTIVE ACKNOWLEDGES THE FOLLOWING: HE HAS ENTERED INTO THIS AGREEMENT KNOWINGLY,
VOLUNTARILY AND OF HIS OWN FREE WILL WITH A FULL UNDERSTANDING OF ITS TERMS; HE HAS READ THIS AGREEMENT;
THAT HE FULLY UNDERSTANDS ITS TERMS; THAT EXECUTIVE IS ADVISED TO CONSULT AN ATTORNEY FOR ADVICE; THAT
HE HAS THE RIGHT TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT; THAT HE HAS HAD AMPLE
TIME TO CONSIDER HIS DECISION BEFORE ENTERING INTO THE AGREEMENT; THAT HE IS SATISFIED WITH THE TERMS OF
THIS AGREEMENT AND AGREES THAT THE TERMS ARE BINDING UPON HIM; AND THAT HE HAS BEEN ADVISED BY THE
COMPANY OF HIS ABILITY TO TAKE ADVANTAGE OF THE CONSIDERATION PERIOD AFFORDED BY SECTION 4 ABOVE.

IN WITNESS WHEREOF, the parties have executed this Agreement with effect as of the date first above written.
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SEVERANCE AGREEMENT
ATTACHMENT A

The following severance benefits are payable pursuant to SECTION 3.4 of Executive’s Employment Agreement:
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EXHIBIT 10.26
 

EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) between Michael Farmer (“Executive”), Builders FirstSource, Inc., a Delaware
corporation (the “Company”), and, solely in respect of the agreement to terminate the Prior Employment Agreement (as defined herein) effective as of the
Effective Time (as defined herein), BMC Stock Holdings, Inc., a Delaware corporation (“BMC”), is entered into as of January 31, 2022 and is effective as
of 12:01 am Eastern Time on January 1, 2021 (the “Effective Time”).

RECITALS

WHEREAS, BMC and Executive are parties to that certain Employment Agreement dated as of May 15, 2018 (the “Prior Employment
Agreement”);

WHEREAS, the Company and Executive desire to terminate the Prior Employment Agreement, effective as of the Effective Time; and

WHEREAS, as of the Effective Time, this Agreement shall supersede and replace in its entirety the Prior Employment Agreement, and this
Agreement shall set forth the terms and conditions of Executive’s employment with the Company from and after the Effective Time.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive hereby agree as
follows:

SECTION 1

EMPLOYMENT TERMS

1.1 Employment. The Company hereby agrees to employ Executive pursuant to the terms of this Agreement, and Executive hereby accepts such
employment by the Company, effective as of the Effective Time, for the period and upon the terms and conditions contained in this Agreement.

1.2 Position and Duties. Executive is hereby employed as of the Effective Time to serve as the President - Commercial Operations of the
Company.  In his capacity as President - Commercial Operations of the Company, Executive shall have all of the powers, duties and responsibilities
commensurate with such position as shall be assigned to him by the Chief Executive Officer of the Company.  In his capacity as President - Commercial
Operations of the Company, Executive will report directly to the Chief Executive Officer of the Company.

Executive shall devote Executive’s full business time and attention and full diligence and vigor and good faith efforts to the affairs of the Company.
Executive shall not engage in any other material business duties or pursuits or render any services of a professional nature to any other entity or person, or
serve on any other board of directors (other than a not-for-profit board of directors, and then only to the extent it does not interfere with his duties to the
Company), without the prior written consent of the Company’s Board of Directors (the “Board”) or a committee designated by the Board to approve such
matters.

1.3 Term. Executive’s employment under this Agreement shall commence on the Effective Time and shall continue for an indefinite term, until
terminated in accordance with SECTION 3 below. Certain provisions, however, as more fully set forth in SECTION 4, SECTION 5 and SECTION 6
below, continue in effect beyond the date of the termination of Executive’s employment (the “Termination Date”).  Executive agrees that, effective as of
the applicable Termination Date, Executive shall resign from all positions held by Executive as an officer, director or otherwise with respect to the
Company or any member of the Company Group (as defined below).

1.4 Waiver of Right to Resign for Good Reason.  Executive hereby agrees that Executive’s employment by the Company from and after the
Effective Time on the terms set forth in this Agreement shall be deemed to satisfy in full any requirement pursuant to the Prior Employment Agreement or
otherwise that a successor to BMC upon a
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Change in Control must assume and continue the Prior Employment Agreement.  In addition, Executive hereby waives, effective immediately prior to the
Effective Time, any and all rights that Executive may have, under the Prior Employment Agreement or otherwise, to resign for Good Reason as a result of
or in connection with (a) the termination of the Prior Employment Agreement and replacement thereof with this Agreement or (b) any change in
Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and responsibilities measured immediately after the
Effective Time to take the position described herein.

SECTION 2

COMPENSATION AND BENEFITS

2.1 Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary at the rate not less than $425,000 each calendar year (“Base
Salary”), payable in accordance with the Company’s ordinary payroll and withholding practices from time to time in effect for its employees. During the
term of employment hereunder, Executive’s salary shall be reviewed from time to time (but no less than annually) to determine whether an increase (not
decrease) in Executive’s salary is appropriate. Any such increase shall be at the sole discretion of the Board, or where required, the Compensation
Committee of the Board, and thereafter any such increased amount shall be Executive’s “Base Salary” for all purposes.

(b) Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual incentive
program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the award of an annual cash bonus
(“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus equal to 100% of Base Salary (the “Target Bonus”).
Payment of the Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.

(c) Annual Equity Grant. During the term of employment, Executive shall be eligible to participate under the applicable equity plan of
the Company then in effect, as amended from time to time, or any successor plans (collectively, the “Company Equity Plan”), for the award of an annual
grant of equity thereunder (the “Annual Equity Grant”). The actual award and amount of any Annual Equity Grant will be determined by the Board or the
Compensation Committee of the Board in accordance with the terms of the applicable Company Equity Plan and subject to the provisions thereof.  

(d) Sign-On Equity Grant. Executive acknowledges he received a one-time equity award grant of time-vesting restricted stock units with
a grant date fair market value equal to $1,500,000. Such restricted stock units shall vest in three equal installments on March 15, 2022, 2023, and 2024, and
shall be subject to the same general terms and conditions as are applicable to equity awards granted to other senior executives of the Company.

2.2 Benefits.

(a) Generally. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable benefits plans, policies or
contracts, in all employee benefits programs that the Company may adopt for its employees generally providing for sick or other leave, vacation, group
health, disability and life insurance benefits. Executive shall be eligible to participate in the Company’s 401(k) plan on the terms and conditions and
qualifications of such plan from time to time in effect, with a Company match (if any) no less favorable than that provided to any other Company
executives. Executive shall be entitled to four (4) weeks of paid vacation for each full calendar year of employment, to be accrued in accordance with the
Company’s regular vacation pay policy.

(b) Executive. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable plans, policies or
contracts, in all benefits or fringe benefits which are in effect generally for the Company’s executive personnel from time to time.
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2.3 Expense Reimbursement. The Company shall pay or reimburse Executive for all reasonable expenses incurred in connection with performing
his duties upon presentation of documents in accordance with the reasonable procedures established by the Company.

SECTION 3

TERMINATION

3.1 By the Company:

(a) For Cause. The Company shall have the right at any time, exercisable upon written notice, to terminate Executive’s employment for
Cause. As used in this Agreement, “Cause” shall mean that Executive:

(i) has committed any act or omission that results in, or that may reasonably be expected to result in, a conviction, plea of no
contest or imposition of unadjudicated probation for any felony or crime involving moral turpitude;

(ii) has committed any act of fraud, embezzlement or misappropriation, or engaged in material misconduct or breach of fiduciary
duty against the Company (or any predecessor thereto or successor thereof);

(iii) has willfully failed to substantially perform such duties as are reasonably assigned to him under this Agreement;

(iv) has unlawfully used (including being under the influence) or possessed illegal drugs on the Company’s premises or while
performing his duties and responsibilities for the Company;

(v) materially fails to perform Executive’s duties required under Executive’s employment by or other relationship with the
Company (it being agreed that failure of the Company to achieve operating results or similar poor performance of the Company shall not, in and of itself,
be deemed a failure to perform Executive’s duties);

(vi) fails to comply with a lawful directive of the Board or Chief Executive Officer that is consistent with the Company’s
business practices and Code of Ethics;
  

(vii) engages in (A) willful misconduct for which Executive receives a material and improper personal benefit at the expense of
the Company, or (B) accidental misconduct resulting in such a benefit which Executive does not promptly report to the Company and redress promptly
upon becoming aware of such benefit;

(viii) in carrying out his duties under this Agreement, has engaged in acts or omissions constituting gross negligence or willful
misconduct resulting in, or which, in the good faith opinion of the Board, could be expected to result in, substantial economic harm to the Company;

(ix) has failed for any reason to correct, cease or alter any action or omission that (A) materially violates or does not conform
with the Company’s policies, standards or regulations (including, without limitation, any Company policy or rule related to discrimination or sexual and
other types of harassment or abusive conduct), (B) constitutes a material breach of this Agreement, including SECTION 4, or (C) constitutes a material
breach of his duty of loyalty to the Company; or

(x) has disclosed any Proprietary Information (as defined below) without authorization from the Board, except as otherwise
permitted by this Agreement, another agreement between the parties or any Company policy in effect at the time of disclosure.

For purposes of the definition of “Cause”, “Company” shall include any subsidiary, business unit or affiliate of the Company. The Company shall provide
written notice to Executive of any act or omission that the Company believes
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constitutes grounds for “Cause” pursuant to clause (v), (vi), (vii)(B) or (ix) above, and no such act or omission shall constitute “Cause” unless Executive
fails to remedy such act or omission within ten (10) days of the receipt of such notice; provided that such ten (10) day cure period shall not apply with
respect to any matter that is incapable of cure within such period.

(b) Without Cause. The Company may terminate Executive’s employment under this Agreement at any time without Cause. As used in
this Agreement, a termination without Cause shall mean the termination of Executive’s employment by the Company other than for Cause pursuant to
SECTION 3.1(a) above.

3.2 By Executive:

(a) Without Good Reason. Executive may terminate his employment under this Agreement at any time without Good Reason. As used in
this Agreement, a termination without Good Reason shall mean termination of Executive’s employment by Executive other than for Good Reason pursuant
to SECTION 3.2(b) below.

(b) For Good Reason. Executive shall have the right at any time to resign his employment under this Agreement for Good Reason. As
used in this Agreement, “Good Reason” shall mean the occurrence of any of the following events, without Executive’s consent: (i) a material diminution in
Executive’s Base Salary or Target Bonus, in each case, other than as part of any across-the-board proportionate reduction applying to all senior executives
of the Company, (ii) a material diminution in Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and
responsibilities set forth herein (a “Material Diminution”) (for the sake of clarity, (A) a change in reporting structure by itself does not constitute a Material
Diminution, (B) a change to a different position that is of comparable status within the Company does not constitute a Material Diminution, (C) any
changes generally implemented with regard to a broad group of senior executives does not constitute a Material Diminution, and (D) any change consented
to by Executive is not a Material Diminution), (iii) any material breach by the Company or any member of the Company Group (as defined below) of this
Agreement, (iv) there is a Change in Control and the successor to the Company, if applicable, does not assume and continue this Agreement, and (v) any
requirement by the Company that Executive relocate his personal residence to any city more than one hundred (100) miles from Dallas, Texas or Raleigh,
North Carolina, as applicable.

Notwithstanding the foregoing, no event shall be a Good Reason event unless (i) Executive gives the Company written notice that he is resigning for Good
Reason within ninety (90) days of the first occurrence of the Good Reason event, and (ii) the Company (A) accepts such resignation, (B) does not cure such
Good Reason event, or (C) disputes the existence of Good Reason, in each case within thirty (30) days of receiving such notice, and in the case of clauses
(A) and (B) Executive’s resignation for Good Reason shall become effective as of the earlier of (x) the date the Company accepts such resignation, or
(y) the expiration of the thirty day cure period (provided the Company has not cured the Good Reason event) and in the case of clause (C) shall become
effective only if Good Reason is ultimately determined to exist upon final resolution of the Company’s dispute of his resignation by a court of competent
jurisdiction or otherwise.

(c) The term “Change in Control” shall have the meaning set forth in the Company’s 2014 Incentive Plan, as may be amended from
time to time.

3.3 Compensation Upon Termination. Upon termination of Executive’s employment with the Company, the Company’s obligation to pay
compensation and benefits under SECTION 2 shall terminate, except that the Company shall pay to Executive or, if applicable, Executive’s heirs, all
earned but unpaid Base Salary under SECTION 2.1(a) and accrued but unused vacation under SECTION 2.2, in each case, through the Termination Date
and Executive’s unreimbursed expenses incurred through the Termination Date in accordance with SECTION 2.3. In addition, Executive shall be entitled to
receive (i) any vested amounts or benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the terms thereof,
and (ii) other than on an involuntary termination by the Company for Cause or a voluntary termination by Executive without Good Reason (for the
avoidance of doubt, for purposes of this subsection, a termination due to Executive’s death shall not constitute a termination for Good Reason”), his Annual
Cash Bonus for any completed fiscal year to the extent earned for such fiscal year and if such bonus has not previously been paid for such completed fiscal
year, at the same time such Annual Cash Bonus would have been paid if Executive had continued in employment (it being understood that in the event of
any such termination Executive is not entitled to an Annual Bonus for the then-
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current Fiscal Year). If the Company terminates Executive’s employment without Cause or if Executive terminates his employment for Good Reason, then,
in addition, to the foregoing compensation, upon execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, the Company shall pay severance benefits pursuant to SECTION 3.4 below. No other payments or compensation of
any kind shall be paid in respect of Executive’s employment with or termination from the Company. Notwithstanding any contrary provision contained
herein, in the event of any termination of Executive’s employment, the exclusive remedies available to Executive shall be the amounts due under this
SECTION 3, which are in the nature of liquidated damages, and are not in the nature of a penalty.

3.4 Severance Benefits.

(a) Termination without Cause or for Good Reason. Subject to the terms and conditions of eligibility for Executive’s receipt of severance
benefits under this Agreement, including the timely execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, if the Company terminates Executive’s employment without Cause or Executive terminates his employment for
Good Reason, the Company shall pay to Executive, as severance benefits, which amounts are in addition to the Compensation upon Termination set forth in
SECTION 3.3 herein:

(i) An amount equal to 100% of his Base Salary which shall be paid to Executive on a salary continuation basis according to the
Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event less
frequently than monthly.

(ii) An amount equal to 100% of Executive’s Target Bonus, which shall be paid to Executive in equal installments according to
the Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event
less frequently than monthly.

(iii) Subject to (1) Executive’s timely election of continuation coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985, as amended (“COBRA”), and (2) Executive’s continued copayment of premiums at the same level and cost to Executive as if Executive were
an employee of the Company (excluding, for purposes of calculating cost, an employee’s ability to pay premiums with pre-tax dollars), continued
participation in the Company’s group health plan (to the extent permitted under applicable law and the terms of such plan) which covers Executive (and
Executive’s eligible dependents) for a period of twelve (12) months at the Company’s expense, provided that Executive is eligible and remains eligible for
COBRA coverage. The Company may modify its obligation under this SECTION 3.4(a)(iii) to the extent reasonably necessary to avoid any penalty or
excise taxes imposed on it in connection with the continued payment of premiums by the Company under the Patient Protection and Affordable Care Act of
2010, as amended, or other applicable law.

(b) Notwithstanding any other provision of this Agreement, any severance benefits that would otherwise have been paid before the
Company’s first normal payroll payment date falling on or after the sixtieth (60th) day after the date on which Executive incurs a Separation from Service
(the “First Payment Date”) shall be made on the First Payment Date. Each separate severance installment payment and each other payment that Executive
may be eligible to receive under this Agreement shall be a separate payment under this Agreement for all purposes.

(c) Executive shall have no duty or obligation to mitigate the amounts due under SECTION 3.4(a) above and any amounts earned by
Executive from other employment shall not be offset or reduce the amounts due hereunder.

SECTION 4

CERTAIN AGREEMENTS

4.1 Confidentiality. Executive acknowledges that the Company owns and shall own and has developed and shall develop proprietary information
concerning its business and the business of its subsidiaries and affiliates and
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each of their employees, customers and clients (“Proprietary Information”). Such Proprietary Information includes, among other things, trade secrets,
financial information, product plans, customer lists, marketing plans, systems, manuals, training materials, forecasts, inventions, improvements, know-
how and other intellectual property, in each case, relating to the Company’s business. Executive shall, at all times, both during employment by the
Company and thereafter, keep all Proprietary Information in confidence and trust and shall not use or disclose any Proprietary Information without the
written consent of the Company, except as necessary in the ordinary course of Executive’s duties. Executive shall keep the terms of this Agreement in
confidence and trust and shall not disclose such terms, except to Executive’s family, accountants, financial advisors, or attorneys, or as otherwise authorized
or required by law. The parties acknowledge that pursuant to the Defend Trade Secrets Act of 2016 (the “DTSA”), an individual may not be held criminally
or civilly liable under any Federal or state trade secret law for disclosure of a trade secret that (i) is made (A) in confidence to a Federal, state or local
governmental authority, either directly or indirectly, or to an attorney; and (B) solely for the purpose of reporting or investigating a suspected violation of
applicable law; or (ii) is made in a complaint or other document filed in a lawsuit or other proceeding, if such filing is made under seal. Nothing in this
Agreement or any other agreement Executive has with the Company or any of its affiliates is intended to conflict with the DTSA or create liability for
disclosures of trade secrets that are expressly allowed by such section. Under the DTSA, any employee, contractor, or consultant who is found to have
wrongfully misappropriated trade secrets (as the terms “misappropriate” and “trade secret” are defined in the DTSA) may be liable for, among other things,
exemplary damages and attorneys’ fees. Further, nothing in this Agreement or any other agreement Executive has with the Company or any of its affiliates
will prohibit or restrict Executive from making any voluntary disclosure of information or documents related to any violation of law to any governmental
agency or legislative body, or any self-regulatory organization, in each case, without advance notice to the Company.
 

4.2 Company Property. Executive recognizes that all Proprietary Information, however stored or memorialized, and all identification cards, keys,
flash drives, computers, mobile phones, Personal Data Assistants, telephone numbers, access codes, marketing materials, documents, records and other
equipment or property which the Company provides are the sole property of the Company. Upon termination of employment, Executive shall (1) refrain
from taking any such property from the Company’s premises, and (2) return any such property in Executive’s possession within ten (10) business days.

4.3 Assignment of Inventions to the Company. Executive shall promptly disclose to the Company all improvements, inventions, formulas,
processes, computer programs, know-how and trade secrets developed, whether or not patentable, made or conceived or reduced to practice or developed
by Executive, either alone or jointly with others, during and related to Executive’s employment and the Company’s business or while using the Company’s
equipment, supplies, facilities or trade secret information (collectively, “Inventions”). All Inventions and other intellectual property rights shall be the sole
property of the Company and shall be “works made for hire.” Executive hereby assigns to the Company any rights Executive may have or acquire in all
Inventions and agrees to perform, during and after employment with the Company, at the Company’s expense including reasonable compensation to
Executive, all acts reasonably necessary by the Company in obtaining and enforcing intellectual property rights with respect to such Inventions. Executive
hereby irrevocably appoints the Company and its officers and agents as Executive’s attorney-in-fact to act for and in Executive’s name and stead with
respect to such Inventions.

SECTION 5

COVENANT NOT TO ENGAGE IN CERTAIN ACTS

5.1 General. Executive understands and agrees that Executive shall hold a position of significant trust and, in such position of significant trust, shall
provide services and have responsibility with respect to the Company and all of its subsidiaries and affiliates (collectively, the “Company Group”),
including, without limitation, contributing to the acquisition and retention of customers and the generation of goodwill. Executive further understands and
agrees that Executive will develop, access and use Proprietary Information for the benefit of the Company Group. The parties understand and agree that the
purpose of the restrictions contained in SECTION 4 and this SECTION 5 is to protect the goodwill and other legitimate business interests of the Company
(including its Proprietary Information), and that the Company would not have entered into this Agreement in the absence of such restrictions. Executive
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acknowledges and agrees that the restrictions are reasonable and do not, and will not, unduly impair his ability to make a living after the termination of his
employment with the Company. The provisions of SECTION 4 and SECTION 5 shall survive the expiration or sooner termination of this Agreement.
  

5.2 Non-Compete; Non-Interference; Non-Solicit. During the term of employment and for a period of twelve (12) months after the Termination
Date Executive shall not, whether for Executive’s own account or for any other Person, directly or indirectly, with or without compensation:

(a) own, manage, operate, control or participate in the ownership, management, operation or control of, or be employed or engaged in a
senior management role by, any corporation, limited liability company, partnership, joint venture, proprietorship or other business entity or organization
that engages in or plans to engage in the business of (i) supplying, distributing, manufacturing, designing, constructing and/or installing structural and
related building products, including, without limitation, prefabricated components, roof and floor trusses, wall panels, stairs, windows, doors, millwork,
lumber products, roofing, insulation, hardware and other building products and/or (ii) providing services to customers in connection with any of the
foregoing or otherwise related to residential homebuilding, in each case, (i) and (ii) anywhere in the United States (a “Competing Business”).

(b) solicit, or call upon or otherwise attempt to solicit, on behalf of any Competing Business, any of the customers, prospective
customers, vendors or suppliers of Company Group;

(c) divert or take away, or attempt to divert or take away, any existing business of the Company Group;

(d) induce or entice, or seek to induce or entice, or otherwise interfere with, the Company Group’s business relationship with, any
customer of the Company Group;

(e) advance credit or lend money to any third party for the purpose of establishing or operating any Competing Business; or

(f) with respect to any substantially full time independent contractor of the Company Group, employee of the Company Group or
individual who was, at any time during the three months prior to the Termination Date, an employee of the Company Group: (A) hire or retain, or attempt
to hire or retain, such individual to provide services for any third party; or (B) entice away or in any manner persuade or attempt to persuade, such
individual to (1) terminate and/or leave his employment or engagement, (2) accept employment with any person or entity other than a member of the
Company Group, or (3) terminate his relationship with the Company Group or devote less of his business time to the Company Group.

Notwithstanding the foregoing, nothing in this SECTION 5.2 will prohibit Executive from acquiring or holding not more than two percent (2%) of any
class of publicly traded securities.

5.3 Cessation/Reimbursement of Payments. Notwithstanding anything to the contrary in this Agreement, if Executive violates any provision of
SECTION 4 or SECTION 5, the Company may, upon giving written notice to Executive, immediately terminate Executive’s employment with the
Company for Cause or, in the event the violation occurs following the Termination Date, cease all payments and benefits that it may be providing to
Executive pursuant to SECTION 3, and Executive shall be required to reimburse the Company for any payments received from the Company pursuant to
SECTION 3; provided, however, that the foregoing shall be in addition to such other remedies as may be available to the Company and shall not be
deemed to permit Executive to forego or waive such payments in order to avoid his obligations under SECTION 4 or SECTION 5; and provided, further,
that any release of claims by Executive pursuant to SECTION 6.10 shall continue in effect.

5.4 Survival; Injunctive Relief. Executive agrees that the provisions of SECTION 4 and SECTION 5 shall survive the termination of this
Agreement and the termination of Executive’s employment. Executive acknowledges that a breach by him of the covenants contained in SECTION 4 or
SECTION 5 cannot be reasonably or adequately compensated in damages in an action at law and that such breach will cause the Company immeasurable
and irreparable injury and damage. Executive further acknowledges that he possesses unique skills, knowledge and
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ability and that competition in violation of SECTION 4 or SECTION 5 would be extremely detrimental to the Company. By reason thereof, each of the
Company and Executive agrees that the other shall be entitled, in addition to any other remedies it may have under this Agreement, at law or in equity, or
otherwise, to temporary, preliminary and/or permanent injunctive and other equitable relief to prevent or curtail any actual or threatened violation of
SECTION 4 or SECTION 5, without proof of actual damages that have been or may be caused to the Company by such breach or threatened breach, and
waives to the fullest extent permitted by law the posting or securing of any bond by the other party in connection with such remedies.

SECTION 6

MISCELLANEOUS

6.1 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by certified or registered
mail, postage prepaid, with return receipt requested, telecopy (with hard copy delivered by overnight courier service), or delivered by hand, messenger or
overnight courier service, and shall be deemed given when received at the addresses of the parties set forth below, or at such other address furnished in
writing to the other parties hereto:
 

To the Company:
 

Builders FirstSource, Inc.
Attn: General Counsel
2001 Bryan Street, Suite 1600
Dallas, Texas 75201

 
To Executive:     at the home address of Executive maintained in the human resource records of the Company.

 

6.2 Severability. The parties agree that it is not their intention to violate any public policy or statutory or common law. In the event that any
provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law. Without limiting the foregoing, if
any portion of SECTION 5 is held to be unenforceable, the maximum enforceable restriction of time, scope of activities and geographic area will be
substituted for any such restrictions held unenforceable.
  

6.3 Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to its principles of conflicts of laws. Executive: agrees to submit to the jurisdiction of the State of Delaware; agrees that any dispute
concerning this Agreement shall be brought exclusively in a state or federal court of competent jurisdiction in Delaware; and agrees that other than disputes
involving SECTION 4 or SECTION 5, all disputes shall be settled through arbitration pursuant to SECTION 6.15. Executive waives any and all objections
to jurisdiction or venue.

6.4 Survival. The covenants and agreements of the parties set forth in SECTIONS 4, 5 and 6 are of a continuing nature and shall survive the
expiration, termination or cancellation of this Agreement, irrespective of the reason therefor.

6.5 Entire Agreement. This Agreement contains the entire understanding between the parties hereto with respect to the terms of employment,
compensation, benefits, and covenants of Executive, and supersede all other prior and contemporaneous agreements and understandings, inducements or
conditions, express or implied, oral or written, between Executive and the Company relating to the subject matter of the Agreement, which such other prior
and contemporaneous agreements and understandings, inducements or conditions shall be deemed terminated effective on the Effective Time, including
without limitation, the Prior Employment Agreement. For the avoidance of doubt, the parties agree that any and all indemnification agreements between
Executive and the Company shall continue in full force unimpaired by this Agreement
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6.6 Binding Effect, Etc. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and the
Company’s successors and assigns, including any direct or indirect successor by purchase, merger, consolidation, reorganization, liquidation, dissolution,
winding up or otherwise with respect to all or substantially all of the business or assets of the Company, and Executive’s spouse, heirs, and personal and
legal representatives.

6.7 Counterparts; Amendment. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may be amended or modified only by written instrument duly executed by the
Company and Executive.

6.8 Voluntary Agreement. Executive has read this Agreement carefully, has had the opportunity to seek advice of counsel and understands and
accepts the obligations that it imposes upon Executive without reservation. No other promises or representations have been made to Executive to induce
Executive to sign this Agreement. Executive is signing this Agreement voluntarily and finely.

6.9 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors,
assigns (including any direct or indirect successor, spouses, heirs and personal and legal representatives). Any such successor or assign of the Company
shall be included in the term “Company” as used in this Agreement.
  

6.10 Release of Claims. In consideration for the compensation and other benefits provided pursuant to this Agreement, Executive agrees to execute
a “Separation Agreement and General Release” to be presented by the Company substantially in the form of Exhibit A attached hereto. The Company’s
obligation to pay severance benefits pursuant to SECTION 3.4 is expressly conditioned on Executive’s execution and delivery of such Separation
Agreement and General Release no later than forty-five (45) days after the date Executive incurs a Separation from Service without revoking it for a period
of seven (7) days following delivery. Executive’s failure to execute and deliver such Separation Agreement and General Release within such forty-five
(45) day time period (or Executive’s subsequent revocation of such Separation Agreement and General Release) will void the Company’s obligation to pay
severance benefits under this Agreement

6.11 Withholding. All compensation payable to Executive pursuant to this Agreement will be subject to any applicable statutory withholding taxes
and such other taxes as are required or permitted under applicable law and such other deductions or withholdings as authorized by Executive to be collected
with respect to compensation paid to Executive.

6.12 In-kind Benefits and Reimbursements. Notwithstanding anything to the contrary in this Agreement, in-kind benefits and reimbursements
provided under this Agreement during any tax year of Executive shall not affect in-kind benefits or reimbursements to be provided in any other tax year of
Executive, except for the reimbursement of medical expenses referred to in Section 105(b) of the Internal Revenue Code, as amended (“Code”), and are not
subject to liquidation or exchange for another benefit. Notwithstanding anything to the contrary in this Agreement, reimbursement requests must be timely
submitted by Executive and, if timely submitted, reimbursement payments shall be made to Executive as soon as administratively practicable following
such submission, but in no event later than December 31st of the calendar year following the calendar year in which the expense was incurred. In no event
shall Executive be entitled to any reimbursement payments after December 31st of the calendar year following the calendar year in which the expense was
incurred. This SECTION 6.12 shall apply only to in-kind benefits and reimbursements that would result in taxable compensation income to Executive.

6.13 Section 409A The intent of the parties is that payments and benefits under this Agreement be exempt from, or comply with, Section 409A of
the Code (and the rules and regulations promulgated thereunder) (“Section 409A”), and accordingly, to the maximum extent permitted, this Agreement
shall be interpreted and administered to be in accordance therewith. Notwithstanding anything contained herein to the contrary, Executive shall not be
considered to have terminated employment with the Company for purposes of any payments under this Agreement which are subject to Section 409A until
Executive would be considered to have incurred a “separation from service” from the Company within the meaning of Section 409A. Each amount to be
paid or benefit to be provided under this Agreement shall be construed as a separate identified payment for purposes of Section 409A, and any payments
described in this Agreement that are due within the “short term deferral period” as defined in
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Section 409A, or otherwise satisfying an exception under Section 409A, shall not be treated as deferred compensation unless applicable law requires
otherwise. Without limiting the foregoing and notwithstanding anything contained herein to the contrary, to the extent required in order to avoid accelerated
taxation and/or tax penalties under Section 409A, amounts that would otherwise be payable and benefits that would otherwise be provided pursuant to this
Agreement during the six (6)-month period immediately following Executive’s separation from service shall instead be paid on the first business day after
the date that is six (6) months following Executive’s separation from service (or, if earlier, death). To the extent required to avoid accelerated taxation
and/or tax penalties under Section 409A, amounts reimbursable to Executive under this Agreement shall be paid to Executive on or before the last day of
the year following the year in which the expense was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits provided)
during any one year may not effect amounts reimbursable or provided in any subsequent year. In no event shall the timing of Executive’s execution of a
Separation Agreement and General Release pursuant to SECTION 6.10 result, directly or indirectly, in Executive designating the calendar year of any
payment hereunder, and, to the extent required by Section 409A, if a payment hereunder that is subject to execution of a Separation Agreement and General
Release could be made in more than one taxable year, payment shall be made in the later taxable year. Notwithstanding anything to the contrary in this
Agreement or any other agreement by and between Executive and any member of the Company Group, to the extent that (i) this Agreement provides for
the vesting and settlement of any equity award held by Executive and (ii) such equity award constitutes nonqualified deferred compensation subject to
Section 409A, such equity award shall be settled at the earliest time that will not trigger a Tax or penalty under Section 409A. The Company makes no
representation that any or all of the payments described in this Agreement shall be exempt from or comply with Section 409A and makes no undertaking to
preclude Section 409A from applying to any such payment.

6.14 Indemnification, etc. The Company shall provide an indemnification agreement by which it shall indemnify and hold harmless Executive to
the fullest extent permitted by law for any action or inaction Executive takes in good faith with regard to the Company or parent or any benefit plan of
either, in accordance with the Company’s Certificate of Incorporation and By-laws. Further, the Company shall cover Executive on its directors’ and
officers’ liability insurance policies to no less extent than that which covers any other officer or director of the Company.

6.15 Arbitration. Except with respect to the Company’s enforcement of the covenants in SECTION 4 and SECTION 5, in the event that either
Executive or the Company (or their successor and assigns, or any other person claiming benefits on behalf of or through them) has a dispute, claim,
question, or disagreement arising from or relating to this Agreement or the breach thereof, the parties hereto shall use their best efforts to settle the dispute,
claim, question, or disagreement. To this effect, they shall consult and negotiate with each other in good faith and, recognizing their mutual interests,
attempt to reach a just and equitable solution satisfactory to both parties. If the parties do not reach such solution within a period of 60 days, then, upon
written notice by either party to the other, all such disputes, claims, questions, or differences shall be finally settled by confidential binding arbitration
administered by the American Arbitration Association in accordance with the provisions of its Employment Arbitration Rules, unless such claim is
precluded by law from being settled through arbitration. Such arbitration shall take place in Dallas, Texas. Any arbitrator selected by the parties to arbitrate
any such dispute shall have practiced predominately in the field of employment law for no less than ten years. The arbitrator will have the power to
interpret this Agreement. Any determination or decision by the arbitrator shall be binding upon the parties and may be enforced in any court of law. The
parties agree that this arbitration provision does not apply to the right of Executive to file a charge, testify, assist or participate in any manner in an
investigation, hearing or proceeding before the Equal Employment Opportunity Commission or any other agency pertaining to any matters covered by this
Agreement and within the jurisdiction of the agency. Both parties agree that this arbitration clause has been bargained for by the parties upon advice of their
respective counsel.

6.16 Code Section 280G. Notwithstanding any other provision of this Agreement, if it is determined that the benefits or payments payable under
this Agreement, taking into account other benefits or payments provided under other plans, agreements or arrangements, constitute Parachute Payments that
would subject Executive to tax under Section 4999 of the Code, it must be determined whether Executive will receive the total payments due or the
Reduced Amount. Executive will receive the Reduced Amount if the Reduced Amount results in equal or greater Net After Tax Receipts than the Net After
Tax Receipts that would result from Executive receiving the total payments due.
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If it is determined that the total payments should be reduced to the Reduced Amount, the Company must promptly notify Executive of that determination,
including a copy of the detailed calculations by an accounting firm or other professional organization qualified to make the calculation that was selected by
the Company and acceptable to Executive (the “Accounting Firm”). The Company shall pay the fees and expenses of the Accounting Firm. All
determinations made by the Accounting Firm under this SECTION 6.16 are binding upon the Company and Executive, subject to any differing
determination by the Internal Revenue Service.

It is the intention of the Company and Executive to reduce the payments under this Agreement and any other plan, agreement or arrangement only if the
aggregate Net After Tax Receipts to Executive would thereby be increased.

If it is determined that the total payments should be reduced to the Reduced Amount, any reduction shall be in the order that would provide Executive with
the largest amount of Net After Tax Receipts (subject to the remainder of this sentence, pro rata if two alternatives provide the same result) and shall, to the
extent permitted by Code Section 280G and 409A be designated by Executive. Executive shall at any time have the unilateral right to forfeit any equity
grant in whole or in part.

For purposes of this Agreement, the term “Net After Tax Receipt” means the Present Value of the total payments or the Reduced Amount, as applicable,
net of all federal, state and local income and payroll taxes imposed on Executive, including Section 4999 of the Code, determined by applying the highest
marginal rate of income taxes which applied to Executive’s taxable income for the immediately preceding taxable year. For purposes of this Agreement, the
term “Parachute Payment” means a payment (under this Agreement or any other plan, agreement or arrangement) that is described in Section 280G(b)(2)
of the Code, determined in accordance with Section 280G of the Code and the regulations thereunder. For purposes of this Agreement, the term “Present
Value” means the value determined in accordance with Section 280G(d)(4) of the Code and the regulations thereunder. For purposes of this Agreement, the
term “Reduced Amount” means the largest amount of Parachute Payments that is less than the total Parachute Payments and that may be paid to Executive
without subjecting Executive to tax under Section 4999 of the Code.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
 
COMPANY:  EXECUTIVE:
    
BUILDERS FIRSTSOURCE, INC.   
    
    
By: /s/ Timothy D. Johnson  /s/ Michael Farmer
Name: Timothy D. Johnson  Michael Farmer
Its: Executive Vice President & General Counsel   
 
 
 Solely in respect of the agreement to terminate the Prior Employment

Agreement effective as of the Effective Time:
 

   
 BOSTON:  
   
 BMC STOCK HOLDINGS, INC.  
   
   
By: /s/ Timothy D. Johnson  
 Name: Timothy D. Johnson  
 Its: Executive Vice President & General Counsel  
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EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (this “Agreement”) is made as of by and between [    ] (“Executive”) and Builders FirstSource, Inc. (the
“Company”). For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Termination of Employment. The parties agree that Executive’s employment with the Company and all of its affiliates is terminated effective
as of [    ] (the “Termination Date”).

2. Payments Due to Executive. Executive acknowledges receipt of [ ] ($[    ]) from the Company, representing Executive’s accrued but unpaid
Base Salary and accrued unused vacation through the Termination Date. In addition, Executive shall receive (a) his annual bonus (if any) for the fiscal year
completed prior to the Termination Date, to be paid at the same time annual bonuses would have been paid if Executive had continued in employment,
(b) shall receive any vested benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the term thereof, and
(c) any unreimbursed business expenses incurred through the Termination Date. Other than as expressly set forth in this SECTION 2, Executive is not
entitled to any consulting fees, wages, accrued vacation pay, benefits or any other amounts with respect to his employment through the Termination Date.

3. Severance Benefits and Continuing Health Insurance Coverage. In consideration of Executive’s execution and non-revocation of this
Agreement in accordance with its terms, the Company agrees to pay to Executive the amounts provided in SECTION 3.4 of that certain Amended and
Restated Employment Agreement, dated as of ________________, 20__by and between Executive and the Company, which amounts are, to the extent
known, stated on Attachment A hereto.

4. General Release.

(a) Executive, on behalf of Executive, his heirs, executors, personal representatives, administrators and assigns, voluntarily, irrevocably, knowingly
and unconditionally releases, remises and discharges the Company and all of its current and former parents, subsidiaries and affiliates, each of their
respective members, officers, directors, stockholders, partners, employees, agents, representatives, advisors and attorneys, and each of their respective
subsidiaries, affiliates, estates, predecessors, successors and assigns (collectively, the “Company Parties”) from any and all actions, causes of action,
charges, complaints, claims, damages, demands, debts, lawsuits, rights, understandings, obligations, expenses (including attorneys’ fees and costs),
covenants, contracts, promises or liabilities of any kind, nature or description whatsoever, known or unknown, in law or in equity (collectively, the
“Claims”) which Executive or Executive’s heirs, executors, personal representatives, administrators and assigns ever had, now has or may hereafter claim
to have by reason of any matter, cause or thing whatsoever (i) arising from the beginning of time through the date upon which Executive executes this
Agreement, including, without limitation, any such Claims arising out of, relating to or in connection with Executive’s employment or service as a director
with the Company, including tort, fraud, or defamation and arising under federal, local or state statute or regulation, including, without limitation, Title VII
of the Civil Rights Act of 1964, the Americans With Disabilities Act, the Age Discrimination in Employment Act, as amended by the Older Workers
Benefit Protection Act, the Family and Medical Leave Act, the Employee Retirement Income Security Act of 1974, the Civil Rights Act of 1991, the Equal
Pay Act, the Fair labor Standards Act, 42 U.S.C. § 1981, the Texas Labor Code (including, without limitation, the Texas Payday Law, the Texas Anti-
Retaliation Act, Chapter 21 of the Texas Labor Code, and the Texas Whistleblower Act), each as amended and including each of their respective
implementing regulations and/or any other federal, state, local or foreign law (statutory, regulatory or otherwise), that may be legally waived and released;
(ii) arising out of or relating to the termination of Executive’s employment; or (iii) arising under or relating to any policy, agreement, understanding or
promise, written or oral, formal or informal, between the Company or any of the other Company Parties and Executive.

(b) Executive agrees that there is a risk that each and every injury which he may have suffered by reason of his employment relationship might not
now be known, and there is a further risk that such injuries, whether known or
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unknown at the date of this Agreement, might become progressively worse, and that as a result thereof further damages may be sustained by Executive;
nevertheless, Executive desires to forever and fully release and discharge the Company Parties, and he fully understands that by the execution of this
Agreement no further claims for any such injuries may ever be asserted.

(c) This general release does not in any way diminish or impair: (i) any Claims Executive may have that cannot be waived under applicable law,
(ii) Executive’s right to enforce this Agreement; (iii) any rights Executive may have to indemnification from personal liability or to protection under any
insurance policy maintained by the Company, including without limitation any general liability, employment practices liability, or directors and officers
insurance policy or any contractual indemnification agreement; (iv) Executive’s right, if any, to government provided unemployment and worker’s
compensation benefits; or (v) Executive’s rights under any Company Executive benefit plans (i.e. health, disability or tax-qualified retirement plans), which
by their explicit terms survive the termination of Executive’s employment

(d) Executive agrees that the consideration set forth in SECTION 3 above shall constitute the entire consideration provided under this Agreement,
and that Executive will not seek from the Company Parties any further compensation or other consideration for any claimed obligation, entitlement,
damage, cost or attorneys’ fees in connection with the matters encompassed by this Agreement.

(e) Executive understands and agrees that if any facts with respect to this Agreement or Executive’s prior treatment by or employment with the
Company are found to be different from the facts now believed to be true, Executive expressly accepts, assumes the risk of, and agrees that this Agreement
shall remain effective notwithstanding such differences. Executive agrees that the various items of consideration set forth in this Agreement fully
compensate for said risks, and that Executive will have no legal recourse against the Company in the event of discovery of a difference in facts.
  

(f) Executive agrees to the release of all known and unknown claims, including expressly the waiver of any rights or claims arising out of the
Federal Age Discrimination in Employment Act, 29 U.S.C. § 621, et seq. (“ADEA”), and in connection with such waiver of ADEA claims, and as
provided by the Older Worker Benefit Protection Act, Executive understands and agrees as follows:

(i) Executive has the right to consult with an attorney before signing this Agreement, and is hereby advised to do so;

(ii) Executive shall have a period of forty-five (45) days from the Termination Date (or from the date of receipt of this Agreement if
received after the Termination Date) in which to consider the terms of the Agreement (the “Review Period”). Executive may at his option execute
this Agreement at any time during the Review Period. If Executive does not return the signed Agreement to the Company prior to the expiration of
the 45 day period, then the offer of severance benefits set forth in this Agreement shall lapse and shall be withdrawn by the Company; and

(iii) Executive may revoke this Agreement at any time during the first seven (7) days following Executive’s execution of this Agreement,
and this Agreement and release shall not be effective or enforceable until the seven-day period has expired (“Revocation Period Expiration
Date”). Notice of a revocation by Executive must be made to the designated representative of the Company (as described below) within the seven
(7) day period after Executive signs this Agreement. If Executive revokes this Agreement, it shall not be effective or enforceable against the
Company Parties. Accordingly, the “Effective Time” of this Agreement shall be on the eighth (8th) day after Executive signs the Agreement and
returns it to the Company, and provided that Executive does not revoke the Agreement during the seven (7) day revocation period.

In the event Executive elects to revoke this release pursuant to SECTION 4(f)(iii) above, Executive shall notify Company by hand-delivery, express courier
or certified mail, return receipt requested, within seven (7) days after signing this Agreement to: ATTN: General Counsel, Builders FirstSource, Inc.,
[ADDRESS]. In the event that Executive exercises his right to revoke this release pursuant to SECTION 4(f)(iii) above, any and all obligations of
Company under this Agreement shall be null and void. Executive agrees that by signing this Agreement prior to the expiration of the forty-five (45) day
period he has voluntarily waived his right to consider this Agreement for the full
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forty-five (45) day period. Executive further agrees that any changes to this Agreement made during the Review Period, whether material or immaterial,
shall not restart the 45-day consideration period.

5. Review of Agreement; No Assignment of Claims. Executive represents and warrants that he (a) has carefully read and understands all of the
provisions of this Agreement and has had the opportunity for it to be reviewed and explained by counsel to the extent Executive deems it necessary, (b) is
voluntarily entering into this Agreement, (c) has not relied upon any representation or statement made by the Company or any other person with regard to
the subject matter or effect of this Agreement, (d) has not transferred or assigned any Claims and (e) has not filed any complaint or charge against any of
the Company Parties with any local, state, or federal agency or court.
  

6. No Claims. Each party represents that it has not filed any Claim against the other Party with any state, federal or local agency or
court; provided, however, that nothing in this Agreement shall be construed to prohibit Executive from filing a Claim, including a challenge to the validity
of this Agreement, with the Equal Employment Opportunity Commission (“EEOC”) or participating in any investigation or proceeding conducted by the
EEOC.

7. Interpretation. This Agreement shall take effect as an instrument under seal and shall be governed and construed in accordance with the laws of
the State of Texas without regard to provisions or principles thereof relating to conflict of laws.

8. Agreement as Defense. This Agreement may be pleaded as a full and complete defense to any subsequent action or other proceeding arising out
of, relating to, or having anything to do with any and all Claims, counterclaims, defenses or other matters capable of being alleged, which are specifically
released and discharged by this Agreement. This Agreement may also be used to abate any such action or proceeding and/or as a basis of a cross complaint
for damages.

9. Nondisclosure of Agreement. The terms and conditions of this Agreement are confidential. Executive agrees not to disclose the terms of this
Agreement to anyone except immediate family members and Executive’s attorneys and financial advisers. Executive further agrees to inform these people
that the Agreement is confidential and must not be disclosed to anyone else. Executive may disclose the terms of this Agreement if compelled to do so by a
court, but Executive agrees to notify the Company immediately if anyone seeks to compel Executive’s testimony in this regard, and to cooperate with the
Company if the Company decides to oppose such effort. Executive agrees that disclosure by Executive in violation of this Agreement would cause so much
injury to the Company that money alone could not fully compensate the Company and that the Company is entitled to injunctive and equitable relief.
Executive also agrees that the Company would be entitled to recover money from Executive if this Agreement were violated.

10. Ongoing Covenants. Executive acknowledges that nothing in this Agreement shall limit or otherwise impact Executive’s continuing
obligations of confidentiality to the Company in accordance with Company policy and applicable law, or any applicable Company policies or agreements
between the Company and Executive with respect to non-competition or non-solicitation, and Executive covenants and agrees to abide by all such
continuing obligations.

11. No Adverse Comments. Executive agrees not to make, issue, release or authorize any written or oral statements, derogatory or defamatory in
nature, about the Company, its affiliates or any of their respective products, services, directors, officers or executives, provided that the foregoing shall not
be violated by truthful testimony in response to legal process, normal competitive statements, rebuttal of statements by the other or actions to enforce his
rights. Nothing herein prohibits Executive from communicating, without notice to or approval by the Company, with any federal government agency about
a potential violation of a federal law or regulation.

12. Integration; Severability. Except with respect to any continuing obligations to the Company, the terms and conditions of this Agreement
constitute the entire agreement between Company and Executive and supersede all previous communications, either oral or written, between the parties
with respect to the subject matter of this Agreement. No agreement or understanding varying or extending the terms of this Agreement shall be binding
upon either party unless in writing signed by or on behalf of such party. In the event that a court finds any portion of this Agreement unenforceable for any
reason whatsoever, Company and Executive agree that the other provisions of the

15
 



 

Agreement shall be deemed to be severable and will continue in full force and effect to the fullest extent permitted by law.

13. EXECUTIVE ACKNOWLEDGES THE FOLLOWING: HE HAS ENTERED INTO THIS AGREEMENT KNOWINGLY,
VOLUNTARILY AND OF HIS OWN FREE WILL WITH A FULL UNDERSTANDING OF ITS TERMS; HE HAS READ THIS AGREEMENT;
THAT HE FULLY UNDERSTANDS ITS TERMS; THAT EXECUTIVE IS ADVISED TO CONSULT AN ATTORNEY FOR ADVICE; THAT
HE HAS THE RIGHT TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT; THAT HE HAS HAD AMPLE
TIME TO CONSIDER HIS DECISION BEFORE ENTERING INTO THE AGREEMENT; THAT HE IS SATISFIED WITH THE TERMS OF
THIS AGREEMENT AND AGREES THAT THE TERMS ARE BINDING UPON HIM; AND THAT HE HAS BEEN ADVISED BY THE
COMPANY OF HIS ABILITY TO TAKE ADVANTAGE OF THE CONSIDERATION PERIOD AFFORDED BY SECTION 4 ABOVE.

IN WITNESS WHEREOF, the parties have executed this Agreement with effect as of the date first above written.
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SEVERANCE AGREEMENT
ATTACHMENT A

The following severance benefits are payable pursuant to SECTION 3.4 of Executive’s Employment Agreement:
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Exhibit 10.27
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) between Steve Herron (“Executive”), Builders FirstSource, Inc., a Delaware
corporation (the “Company”), is entered into as of January 31, 2022 and is effective as of January 1, 2021 (the “Effective Date”).

RECITALS

WHEREAS, the Company and Executive desire to enter into this Employment Agreement to set forth certain terms of Employee’s employment
with the Company.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive hereby agree as
follows:

SECTION 1

EMPLOYMENT TERMS

1.1 Employment. The Company hereby agrees to employ Executive pursuant to the terms of this Agreement, and Executive hereby accepts such
employment by the Company, effective as of the Effective Date, for the period and upon the terms and conditions contained in this Agreement.

1.2 Position and Duties. Executive is hereby employed as of the Effective Date to serve as the President – East Division of the Company.  In his
capacity as President – East Division of the Company, Executive shall have all of the powers, duties and responsibilities commensurate with such position
as shall be assigned to him by the Chief Executive Officer of the Company.  In his capacity as President – East Division of the Company, Executive will
report directly to the Chief Executive Officer of the Company.

Executive shall devote Executive’s full business time and attention and full diligence and vigor and good faith efforts to the affairs of the Company.
Executive shall not engage in any other material business duties or pursuits or render any services of a professional nature to any other entity or person, or
serve on any other board of directors (other than a not-for-profit board of directors, and then only to the extent it does not interfere with his duties to the
Company), without the prior written consent of the Company’s Board of Directors (the “Board”) or a committee designated by the Board to approve such
matters.

1.3 Term. Executive’s employment under this Agreement shall commence on the Effective Date and shall continue for an indefinite term, until
terminated in accordance with SECTION 3 below. Certain provisions, however, as more fully set forth in SECTION 4, SECTION 5 and SECTION 6
below, continue in effect beyond the date of the termination of Executive’s employment (the “Termination Date”).  Executive agrees that, effective as of
the applicable Termination Date, Executive shall resign from all positions held by Executive as an officer, director or otherwise with respect to the
Company or any member of the Company Group (as defined below).

SECTION 2

COMPENSATION AND BENEFITS

2.1 Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary at the rate not less than $450,000 each calendar year (“Base
Salary”), payable in accordance with the Company’s ordinary payroll and withholding practices from time to time in effect for its employees. During the
term of employment hereunder, Executive’s salary shall be reviewed from time to time (but no less than annually) to determine whether an increase (not
decrease) in Executive’s salary is appropriate. Any such increase shall be at the sole discretion of the Board, or
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where required, the Compensation Committee of the Board, and thereafter any such increased amount shall be Executive’s “Base Salary” for all purposes.

(b) Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual incentive
program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the award of an annual cash bonus
(“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus equal to 100% of Base Salary (the “Target Bonus”).
Payment of the Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.

(c) Annual Equity Grant. During the term of employment, Executive shall be eligible to participate under the applicable equity plan of
the Company then in effect, as amended from time to time, or any successor plans (collectively, the “Company Equity Plan”), for the award of an annual
grant of equity thereunder (the “Annual Equity Grant”). The actual award and amount of any Annual Equity Grant will be determined by the Board or the
Compensation Committee of the Board in accordance with the terms of the applicable Company Equity Plan and subject to the provisions thereof.  

2.2 Benefits.

(a) Generally. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable benefits plans, policies or
contracts, in all employee benefits programs that the Company may adopt for its employees generally providing for sick or other leave, vacation, group
health, disability and life insurance benefits. Executive shall be eligible to participate in the Company’s 401(k) plan on the terms and conditions and
qualifications of such plan from time to time in effect, with a Company match (if any) no less favorable than that provided to any other Company
executives. Executive shall be entitled to four (4) weeks of paid vacation for each full calendar year of employment, to be accrued in accordance with the
Company’s regular vacation pay policy.

(b) Executive. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable plans, policies or
contracts, in all benefits or fringe benefits which are in effect generally for the Company’s executive personnel from time to time.

2.3 Expense Reimbursement. The Company shall pay or reimburse Executive for all reasonable expenses incurred in connection with performing
his duties upon presentation of documents in accordance with the reasonable procedures established by the Company.

SECTION 3

TERMINATION

3.1 By the Company:

(a) For Cause. The Company shall have the right at any time, exercisable upon written notice, to terminate Executive’s employment for
Cause. As used in this Agreement, “Cause” shall mean that Executive:

(i) has committed any act or omission that results in, or that may reasonably be expected to result in, a conviction, plea of no
contest or imposition of unadjudicated probation for any felony or crime involving moral turpitude;

(ii) has committed any act of fraud, embezzlement or misappropriation, or engaged in material misconduct or breach of fiduciary
duty against the Company (or any predecessor thereto or successor thereof);

(iii) has willfully failed to substantially perform such duties as are reasonably assigned to him under this Agreement;
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(iv) has unlawfully used (including being under the influence) or possessed illegal drugs on the Company’s premises or while
performing his duties and responsibilities for the Company;

(v) materially fails to perform Executive’s duties required under Executive’s employment by or other relationship with the
Company (it being agreed that failure of the Company to achieve operating results or similar poor performance of the Company shall not, in and of itself,
be deemed a failure to perform Executive’s duties);

(vi) fails to comply with a lawful directive of the Board or Chief Executive Officer that is consistent with the Company’s
business practices and Code of Ethics;
  

(vii) engages in (A) willful misconduct for which Executive receives a material and improper personal benefit at the expense of
the Company, or (B) accidental misconduct resulting in such a benefit which Executive does not promptly report to the Company and redress promptly
upon becoming aware of such benefit;

(viii) in carrying out his duties under this Agreement, has engaged in acts or omissions constituting gross negligence or willful
misconduct resulting in, or which, in the good faith opinion of the Board, could be expected to result in, substantial economic harm to the Company;

(ix) has failed for any reason to correct, cease or alter any action or omission that (A) materially violates or does not conform
with the Company’s policies, standards or regulations (including, without limitation, any Company policy or rule related to discrimination or sexual and
other types of harassment or abusive conduct), (B) constitutes a material breach of this Agreement, including SECTION 4, or (C) constitutes a material
breach of his duty of loyalty to the Company; or

(x) has disclosed any Proprietary Information (as defined below) without authorization from the Board, except as otherwise
permitted by this Agreement, another agreement between the parties or any Company policy in effect at the time of disclosure.

For purposes of the definition of “Cause”, “Company” shall include any subsidiary, business unit or affiliate of the Company. The Company shall provide
written notice to Executive of any act or omission that the Company believes constitutes grounds for “Cause” pursuant to clause (v), (vi), (vii)(B) or
(ix) above, and no such act or omission shall constitute “Cause” unless Executive fails to remedy such act or omission within ten (10) days of the receipt of
such notice; provided that such ten (10) day cure period shall not apply with respect to any matter that is incapable of cure within such period.

(b) Without Cause. The Company may terminate Executive’s employment under this Agreement at any time without Cause. As used in
this Agreement, a termination without Cause shall mean the termination of Executive’s employment by the Company other than for Cause pursuant to
SECTION 3.1(a) above.

3.2 By Executive:

(a) Without Good Reason. Executive may terminate his employment under this Agreement at any time without Good Reason. As used in
this Agreement, a termination without Good Reason shall mean termination of Executive’s employment by Executive other than for Good Reason pursuant
to SECTION 3.2(b) below.

(b) For Good Reason. Executive shall have the right at any time to resign his employment under this Agreement for Good Reason. As
used in this Agreement, “Good Reason” shall mean the occurrence of any of the following events, without Executive’s consent: (i) a material diminution in
Executive’s Base Salary or Target Bonus, in each case, other than as part of any across-the-board proportionate reduction applying to all senior executives
of the Company, (ii) a material diminution in Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and
responsibilities set forth herein (a “Material Diminution”) (for the sake of clarity, (A) a change in reporting structure by itself does not constitute a Material
Diminution, (B) a change to a different position that is of comparable status within the Company does not constitute a Material Diminution, (C) any
changes generally implemented with regard to a broad group of senior executives does not constitute a Material Diminution, and (D) any change consented
to by Executive is not a Material Diminution),
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(iii) any material breach by the Company or any member of the Company Group (as defined below) of this Agreement, (iv) there is a Change in Control
and the successor to the Company, if applicable, does not assume and continue this Agreement, and (v) except as required by Section 1.4, any requirement
by the Company that Executive relocate his personal residence to any city more than one hundred (100) miles from (a) Atlanta, Georgia or (b) Dallas,
Texas if Executive has relocated his personal residence to the greater Dallas, Texas metropolitan area.

Notwithstanding the foregoing, no event shall be a Good Reason event unless (i) Executive gives the Company written notice that he is resigning for Good
Reason within ninety (90) days of the first occurrence of the Good Reason event, and (ii) the Company (A) accepts such resignation, (B) does not cure such
Good Reason event, or (C) disputes the existence of Good Reason, in each case within thirty (30) days of receiving such notice, and in the case of clauses
(A) and (B) Executive’s resignation for Good Reason shall become effective as of the earlier of (x) the date the Company accepts such resignation, or
(y) the expiration of the thirty day cure period (provided the Company has not cured the Good Reason event) and in the case of clause (C) shall become
effective only if Good Reason is ultimately determined to exist upon final resolution of the Company’s dispute of his resignation by a court of competent
jurisdiction or otherwise.

(c) The term “Change in Control” shall have the meaning set forth in the Company’s 2014 Incentive Plan, as may be amended from
time to time.

3.3 Compensation Upon Termination. Upon termination of Executive’s employment with the Company, the Company’s obligation to pay
compensation and benefits under SECTION 2 shall terminate, except that the Company shall pay to Executive or, if applicable, Executive’s heirs, all
earned but unpaid Base Salary under SECTION 2.1(a) and accrued but unused vacation under SECTION 2.2, in each case, through the Termination Date
and Executive’s unreimbursed expenses incurred through the Termination Date in accordance with SECTION 2.3. In addition, Executive shall be entitled to
receive (i) any vested amounts or benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the terms thereof,
and (ii) other than on an involuntary termination by the Company for Cause or a voluntary termination by Executive without Good Reason (for the
avoidance of doubt, for purposes of this subsection, a termination due to Executive’s death shall not constitute a termination for Good Reason”), his Annual
Cash Bonus for any completed fiscal year to the extent earned for such fiscal year and if such bonus has not previously been paid for such completed fiscal
year, at the same time such Annual Cash Bonus would have been paid if Executive had continued in employment (it being understood that in the event of
any such termination Executive is not entitled to an Annual Bonus for the then-current Fiscal Year). If the Company terminates Executive’s employment
without Cause or if Executive terminates his employment for Good Reason, then, in addition, to the foregoing compensation, upon execution and delivery
(and non-revocation) by Executive of the Separation Agreement and General Release as set forth in SECTION 6.10, the Company shall pay severance
benefits pursuant to SECTION 3.4 below. No other payments or compensation of any kind shall be paid in respect of Executive’s employment with or
termination from the Company, except as contemplated in Section 3.4(d) set forth below. Notwithstanding any contrary provision contained herein, in the
event of any termination of Executive’s employment, the exclusive remedies available to Executive shall be the amounts due under this SECTION 3, which
are in the nature of liquidated damages, and are not in the nature of a penalty.

3.4 Severance Benefits.

(a) Termination without Cause or for Good Reason. Subject to the terms and conditions of eligibility for Executive’s receipt of severance
benefits under this Agreement, including the timely execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, if the Company terminates Executive’s employment without Cause or Executive terminates his employment for
Good Reason, the Company shall pay to Executive, as severance benefits, which amounts are in addition to the Compensation upon Termination set forth in
SECTION 3.3 herein:

(i) An amount equal to 100% of his Base Salary which shall be paid to Executive on a salary continuation basis according to the
Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event less
frequently than monthly.
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(ii) An amount equal to 100% of Executive’s Target Bonus, which shall be paid to Executive in equal installments according to
the Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event
less frequently than monthly.

(iii) Subject to (1) Executive’s timely election of continuation coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985, as amended (“COBRA”), and (2) Executive’s continued copayment of premiums at the same level and cost to Executive as if Executive were
an employee of the Company (excluding, for purposes of calculating cost, an employee’s ability to pay premiums with pre-tax dollars), continued
participation in the Company’s group health plan (to the extent permitted under applicable law and the terms of such plan) which covers Executive (and
Executive’s eligible dependents) for a period of twelve (12) months at the Company’s expense, provided that Executive is eligible and remains eligible for
COBRA coverage. The Company may modify its obligation under this SECTION 3.4(a)(iii) to the extent reasonably necessary to avoid any penalty or
excise taxes imposed on it in connection with the continued payment of premiums by the Company under the Patient Protection and Affordable Care Act of
2010, as amended, or other applicable law.

(b) Notwithstanding any other provision of this Agreement, any severance benefits that would otherwise have been paid before the
Company’s first normal payroll payment date falling on or after the sixtieth (60th) day after the date on which Executive incurs a Separation from Service
(the “First Payment Date”) shall be made on the First Payment Date. Each separate severance installment payment and each other payment that Executive
may be eligible to receive under this Agreement shall be a separate payment under this Agreement for all purposes.

(c) Executive shall have no duty or obligation to mitigate the amounts due under SECTION 3.4(a) above and any amounts earned by
Executive from other employment shall not be offset or reduce the amounts due hereunder.

(d) If Executive’s employment is terminated on or prior to June 30, 2022 and Executive’s restricted stock units issued prior to December
15, 2020 are accelerated as a result of such termination, then Executive will not be entitled to receive an amount equal to 100% of Executive’s Target
Bonus as set forth in Section 3.4(a)(ii) above.

SECTION 4

CERTAIN AGREEMENTS

4.1 Confidentiality. Executive acknowledges that the Company owns and shall own and has developed and shall develop proprietary information
concerning its business and the business of its subsidiaries and affiliates and each of their employees, customers and clients (“Proprietary Information”).
Such Proprietary Information includes, among other things, trade secrets, financial information, product plans, customer lists, marketing plans, systems,
manuals, training materials, forecasts, inventions, improvements, know-how and other intellectual property, in each case, relating to the Company’s
business. Executive shall, at all times, both during employment by the Company and thereafter, keep all Proprietary Information in confidence and trust and
shall not use or disclose any Proprietary Information without the written consent of the Company, except as necessary in the ordinary course of Executive’s
duties. Executive shall keep the terms of this Agreement in confidence and trust and shall not disclose such terms, except to Executive’s family,
accountants, financial advisors, or attorneys, or as otherwise authorized or required by law. The parties acknowledge that pursuant to the Defend Trade
Secrets Act of 2016 (the “DTSA”), an individual may not be held criminally or civilly liable under any Federal or state trade secret law for disclosure of a
trade secret that (i) is made (A) in confidence to a Federal, state or local governmental authority, either directly or indirectly, or to an attorney; and
(B) solely for the purpose of reporting or investigating a suspected violation of applicable law; or (ii) is made in a complaint or other document filed in a
lawsuit or other proceeding, if such filing is made under seal. Nothing in this Agreement or any other agreement Executive has with the Company or any of
its affiliates is intended to conflict with the DTSA or create liability for disclosures of trade secrets that are expressly allowed by such section. Under the
DTSA, any employee, contractor, or consultant who is found to have wrongfully misappropriated trade secrets (as the terms “misappropriate” and “trade
secret” are defined in the DTSA) may be liable for, among other things, exemplary damages and attorneys’ fees. Further, nothing in this Agreement or any
other agreement Executive has with the Company or any of its affiliates will prohibit or restrict Executive from
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making any voluntary disclosure of information or documents related to any violation of law to any governmental agency or legislative body, or any self-
regulatory organization, in each case, without advance notice to the Company.
 

4.2 Company Property. Executive recognizes that all Proprietary Information, however stored or memorialized, and all identification cards, keys,
flash drives, computers, mobile phones, Personal Data Assistants, telephone numbers, access codes, marketing materials, documents, records and other
equipment or property which the Company provides are the sole property of the Company. Upon termination of employment, Executive shall (1) refrain
from taking any such property from the Company’s premises, and (2) return any such property in Executive’s possession within ten (10) business days.

4.3 Assignment of Inventions to the Company. Executive shall promptly disclose to the Company all improvements, inventions, formulas,
processes, computer programs, know-how and trade secrets developed, whether or not patentable, made or conceived or reduced to practice or developed
by Executive, either alone or jointly with others, during and related to Executive’s employment and the Company’s business or while using the Company’s
equipment, supplies, facilities or trade secret information (collectively, “Inventions”). All Inventions and other intellectual property rights shall be the sole
property of the Company and shall be “works made for hire.” Executive hereby assigns to the Company any rights Executive may have or acquire in all
Inventions and agrees to perform, during and after employment with the Company, at the Company’s expense including reasonable compensation to
Executive, all acts reasonably necessary by the Company in obtaining and enforcing intellectual property rights with respect to such Inventions. Executive
hereby irrevocably appoints the Company and its officers and agents as Executive’s attorney-in-fact to act for and in Executive’s name and stead with
respect to such Inventions.

SECTION 5

COVENANT NOT TO ENGAGE IN CERTAIN ACTS

5.1 General. Executive understands and agrees that Executive shall hold a position of significant trust and, in such position of significant trust, shall
provide services and have responsibility with respect to the Company and all of its subsidiaries and affiliates (collectively, the “Company Group”),
including, without limitation, contributing to the acquisition and retention of customers and the generation of goodwill. Executive further understands and
agrees that Executive will develop, access and use Proprietary Information for the benefit of the Company Group. The parties understand and agree that the
purpose of the restrictions contained in SECTION 4 and this SECTION 5 is to protect the goodwill and other legitimate business interests of the Company
(including its Proprietary Information), and that the Company would not have entered into this Agreement in the absence of such restrictions. Executive
acknowledges and agrees that the restrictions are reasonable and do not, and will not, unduly impair his ability to make a living after the termination of his
employment with the Company. The provisions of SECTION 4 and SECTION 5 shall survive the expiration or sooner termination of this Agreement.
  

5.2 Non-Compete; Non-Interference; Non-Solicit. During the term of employment and for a period of twelve (12) months after the Termination
Date Executive shall not, whether for Executive’s own account or for any other Person, directly or indirectly, with or without compensation:

(a) own, manage, operate, control or participate in the ownership, management, operation or control of, or be employed or engaged in a
senior management role by, any corporation, limited liability company, partnership, joint venture, proprietorship or other business entity or organization
that engages in or plans to engage in the business of (i) supplying, distributing, manufacturing, designing, constructing and/or installing structural and
related building products, including, without limitation, prefabricated components, roof and floor trusses, wall panels, stairs, windows, doors, millwork,
lumber products, roofing, insulation, hardware and other building products and/or (ii) providing services to customers in connection with any of the
foregoing or otherwise related to residential homebuilding, in each case, (i) and (ii) anywhere in the United States (a “Competing Business”).

(b) solicit, or call upon or otherwise attempt to solicit, on behalf of any Competing Business, any of the customers, prospective
customers, vendors or suppliers of Company Group;
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(c) divert or take away, or attempt to divert or take away, any existing business of the Company Group;

(d) induce or entice, or seek to induce or entice, or otherwise interfere with, the Company Group’s business relationship with, any
customer of the Company Group;

(e) advance credit or lend money to any third party for the purpose of establishing or operating any Competing Business; or

(f) with respect to any substantially full time independent contractor of the Company Group, employee of the Company Group or
individual who was, at any time during the three months prior to the Termination Date, an employee of the Company Group: (A) hire or retain, or attempt
to hire or retain, such individual to provide services for any third party; or (B) entice away or in any manner persuade or attempt to persuade, such
individual to (1) terminate and/or leave his employment or engagement, (2) accept employment with any person or entity other than a member of the
Company Group, or (3) terminate his relationship with the Company Group or devote less of his business time to the Company Group.

Notwithstanding the foregoing, nothing in this SECTION 5.2 will prohibit Executive from acquiring or holding not more than two percent (2%) of any
class of publicly traded securities.

5.3 Cessation/Reimbursement of Payments. Notwithstanding anything to the contrary in this Agreement, if Executive violates any provision of
SECTION 4 or SECTION 5, the Company may, upon giving written notice to Executive, immediately terminate Executive’s employment with the
Company for Cause or, in the event the violation occurs following the Termination Date, cease all payments and benefits that it may be providing to
Executive pursuant to SECTION 3, and Executive shall be required to reimburse the Company for any payments received from the Company pursuant to
SECTION 3; provided, however, that the foregoing shall be in addition to such other remedies as may be available to the Company and shall not be
deemed to permit Executive to forego or waive such payments in order to avoid his obligations under SECTION 4 or SECTION 5; and provided, further,
that any release of claims by Executive pursuant to SECTION 6.10 shall continue in effect.

5.4 Survival; Injunctive Relief. Executive agrees that the provisions of SECTION 4 and SECTION 5 shall survive the termination of this
Agreement and the termination of Executive’s employment. Executive acknowledges that a breach by him of the covenants contained in SECTION 4 or
SECTION 5 cannot be reasonably or adequately compensated in damages in an action at law and that such breach will cause the Company immeasurable
and irreparable injury and damage. Executive further acknowledges that he possesses unique skills, knowledge and ability and that competition in violation
of SECTION 4 or SECTION 5 would be extremely detrimental to the Company. By reason thereof, each of the Company and Executive agrees that the
other shall be entitled, in addition to any other remedies it may have under this Agreement, at law or in equity, or otherwise, to temporary, preliminary
and/or permanent injunctive and other equitable relief to prevent or curtail any actual or threatened violation of SECTION 4 or SECTION 5, without proof
of actual damages that have been or may be caused to the Company by such breach or threatened breach, and waives to the fullest extent permitted by law
the posting or securing of any bond by the other party in connection with such remedies.

SECTION 6

MISCELLANEOUS

6.1 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by certified or registered
mail, postage prepaid, with return receipt requested, telecopy (with hard copy delivered by overnight courier service), or delivered by hand, messenger or
overnight courier service, and shall be deemed given when received at the addresses of the parties set forth below, or at such other address furnished in
writing to the other parties hereto:
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To the Company:
 

Builders FirstSource, Inc.
Attn: General Counsel
2001 Bryan Street, Suite 1600
Dallas, Texas 75201

 
To Executive:     at the home address of Executive maintained in the human resource records of the Company.

 

6.2 Severability. The parties agree that it is not their intention to violate any public policy or statutory or common law. In the event that any
provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law. Without limiting the foregoing, if
any portion of SECTION 5 is held to be unenforceable, the maximum enforceable restriction of time, scope of activities and geographic area will be
substituted for any such restrictions held unenforceable.
  

6.3 Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to its principles of conflicts of laws. Executive: agrees to submit to the jurisdiction of the State of Delaware; agrees that any dispute
concerning this Agreement shall be brought exclusively in a state or federal court of competent jurisdiction in Delaware; and agrees that other than disputes
involving SECTION 4 or SECTION 5, all disputes shall be settled through arbitration pursuant to SECTION 6.15. Executive waives any and all objections
to jurisdiction or venue.

6.4 Survival. The covenants and agreements of the parties set forth in SECTIONS 4, 5 and 6 are of a continuing nature and shall survive the
expiration, termination or cancellation of this Agreement, irrespective of the reason therefor.

6.5 Entire Agreement. This Agreement contains the entire understanding between the parties hereto with respect to the terms of employment,
compensation, benefits, and covenants of Executive, and supersede all other prior and contemporaneous agreements and understandings, inducements or
conditions, express or implied, oral or written, between Executive and the Company relating to the subject matter of the Agreement, which such other prior
and contemporaneous agreements and understandings, inducements or conditions shall be deemed terminated effective on the Effective Date, including
without limitation, the Prior Employment Agreement. For the avoidance of doubt, the parties agree that any and all indemnification agreements between
Executive and the Company shall continue in full force unimpaired by this Agreement

6.6 Binding Effect, Etc. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and the
Company’s successors and assigns, including any direct or indirect successor by purchase, merger, consolidation, reorganization, liquidation, dissolution,
winding up or otherwise with respect to all or substantially all of the business or assets of the Company, and Executive’s spouse, heirs, and personal and
legal representatives.

6.7 Counterparts; Amendment. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may be amended or modified only by written instrument duly executed by the
Company and Executive.

6.8 Voluntary Agreement. Executive has read this Agreement carefully, has had the opportunity to seek advice of counsel and understands and
accepts the obligations that it imposes upon Executive without reservation. No other promises or representations have been made to Executive to induce
Executive to sign this Agreement. Executive is signing this Agreement voluntarily and finely.

6.9 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors,
assigns (including any direct or indirect successor, spouses, heirs and personal and legal representatives). Any such successor or assign of the Company
shall be included in the term “Company” as used in this Agreement.
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6.10 Release of Claims. In consideration for the compensation and other benefits provided pursuant to this Agreement, Executive agrees to execute
a “Separation Agreement and General Release” to be presented by the Company substantially in the form of Exhibit A attached hereto. The Company’s
obligation to pay severance benefits pursuant to SECTION 3.4 is expressly conditioned on Executive’s execution and delivery of such Separation
Agreement and General Release no later than forty-five (45) days after the date Executive incurs a Separation from Service without revoking it for a period
of seven (7) days following delivery. Executive’s failure to execute and deliver such Separation Agreement and General Release within such forty-five
(45) day time period (or Executive’s subsequent revocation of such Separation Agreement and General Release) will void the Company’s obligation to pay
severance benefits under this Agreement

6.11 Withholding. All compensation payable to Executive pursuant to this Agreement will be subject to any applicable statutory withholding taxes
and such other taxes as are required or permitted under applicable law and such other deductions or withholdings as authorized by Executive to be collected
with respect to compensation paid to Executive.

6.12 In-kind Benefits and Reimbursements. Notwithstanding anything to the contrary in this Agreement, in-kind benefits and reimbursements
provided under this Agreement during any tax year of Executive shall not affect in-kind benefits or reimbursements to be provided in any other tax year of
Executive, except for the reimbursement of medical expenses referred to in Section 105(b) of the Internal Revenue Code, as amended (“Code”), and are not
subject to liquidation or exchange for another benefit. Notwithstanding anything to the contrary in this Agreement, reimbursement requests must be timely
submitted by Executive and, if timely submitted, reimbursement payments shall be made to Executive as soon as administratively practicable following
such submission, but in no event later than December 31st of the calendar year following the calendar year in which the expense was incurred. In no event
shall Executive be entitled to any reimbursement payments after December 31st of the calendar year following the calendar year in which the expense was
incurred. This SECTION 6.12 shall apply only to in-kind benefits and reimbursements that would result in taxable compensation income to Executive.

6.13 Section 409A The intent of the parties is that payments and benefits under this Agreement be exempt from, or comply with, Section 409A of
the Code (and the rules and regulations promulgated thereunder) (“Section 409A”), and accordingly, to the maximum extent permitted, this Agreement
shall be interpreted and administered to be in accordance therewith. Notwithstanding anything contained herein to the contrary, Executive shall not be
considered to have terminated employment with the Company for purposes of any payments under this Agreement which are subject to Section 409A until
Executive would be considered to have incurred a “separation from service” from the Company within the meaning of Section 409A. Each amount to be
paid or benefit to be provided under this Agreement shall be construed as a separate identified payment for purposes of Section 409A, and any payments
described in this Agreement that are due within the “short term deferral period” as defined in Section 409A, or otherwise satisfying an exception under
Section 409A, shall not be treated as deferred compensation unless applicable law requires otherwise. Without limiting the foregoing and notwithstanding
anything contained herein to the contrary, to the extent required in order to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
that would otherwise be payable and benefits that would otherwise be provided pursuant to this Agreement during the six (6)-month period immediately
following Executive’s separation from service shall instead be paid on the first business day after the date that is six (6) months following Executive’s
separation from service (or, if earlier, death). To the extent required to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
reimbursable to Executive under this Agreement shall be paid to Executive on or before the last day of the year following the year in which the expense
was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits provided) during any one year may not effect amounts
reimbursable or provided in any subsequent year. In no event shall the timing of Executive’s execution of a Separation Agreement and General Release
pursuant to SECTION 6.10 result, directly or indirectly, in Executive designating the calendar year of any payment hereunder, and, to the extent required
by Section 409A, if a payment hereunder that is subject to execution of a Separation Agreement and General Release could be made in more than one
taxable year, payment shall be made in the later taxable year. Notwithstanding anything to the contrary in this Agreement or any other agreement by and
between Executive and any member of the Company Group, to the extent that (i) this Agreement provides for the vesting and settlement of any equity
award held by Executive and (ii) such equity award constitutes nonqualified deferred compensation subject to Section 409A, such equity award shall be
settled at the earliest time that will not trigger a Tax or penalty under Section 409A. The Company makes no
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representation that any or all of the payments described in this Agreement shall be exempt from or comply with Section 409A and makes no undertaking to
preclude Section 409A from applying to any such payment.

6.14 Indemnification, etc. The Company shall provide an indemnification agreement by which it shall indemnify and hold harmless Executive to
the fullest extent permitted by law for any action or inaction Executive takes in good faith with regard to the Company or parent or any benefit plan of
either, in accordance with the Company’s Certificate of Incorporation and By-laws. Further, the Company shall cover Executive on its directors’ and
officers’ liability insurance policies to no less extent than that which covers any other officer or director of the Company.

6.15 Arbitration. Except with respect to the Company’s enforcement of the covenants in SECTION 4 and SECTION 5, in the event that either
Executive or the Company (or their successor and assigns, or any other person claiming benefits on behalf of or through them) has a dispute, claim,
question, or disagreement arising from or relating to this Agreement or the breach thereof, the parties hereto shall use their best efforts to settle the dispute,
claim, question, or disagreement. To this effect, they shall consult and negotiate with each other in good faith and, recognizing their mutual interests,
attempt to reach a just and equitable solution satisfactory to both parties. If the parties do not reach such solution within a period of 60 days, then, upon
written notice by either party to the other, all such disputes, claims, questions, or differences shall be finally settled by confidential binding arbitration
administered by the American Arbitration Association in accordance with the provisions of its Employment Arbitration Rules, unless such claim is
precluded by law from being settled through arbitration. Such arbitration shall take place in Dallas, Texas. Any arbitrator selected by the parties to arbitrate
any such dispute shall have practiced predominately in the field of employment law for no less than ten years. The arbitrator will have the power to
interpret this Agreement. Any determination or decision by the arbitrator shall be binding upon the parties and may be enforced in any court of law. The
parties agree that this arbitration provision does not apply to the right of Executive to file a charge, testify, assist or participate in any manner in an
investigation, hearing or proceeding before the Equal Employment Opportunity Commission or any other agency pertaining to any matters covered by this
Agreement and within the jurisdiction of the agency. Both parties agree that this arbitration clause has been bargained for by the parties upon advice of their
respective counsel.

6.16 Code Section 280G. Notwithstanding any other provision of this Agreement, if it is determined that the benefits or payments payable under
this Agreement, taking into account other benefits or payments provided under other plans, agreements or arrangements, constitute Parachute Payments that
would subject Executive to tax under Section 4999 of the Code, it must be determined whether Executive will receive the total payments due or the
Reduced Amount. Executive will receive the Reduced Amount if the Reduced Amount results in equal or greater Net After Tax Receipts than the Net After
Tax Receipts that would result from Executive receiving the total payments due.

If it is determined that the total payments should be reduced to the Reduced Amount, the Company must promptly notify Executive of that determination,
including a copy of the detailed calculations by an accounting firm or other professional organization qualified to make the calculation that was selected by
the Company and acceptable to Executive (the “Accounting Firm”). The Company shall pay the fees and expenses of the Accounting Firm. All
determinations made by the Accounting Firm under this SECTION 6.16 are binding upon the Company and Executive, subject to any differing
determination by the Internal Revenue Service.

It is the intention of the Company and Executive to reduce the payments under this Agreement and any other plan, agreement or arrangement only if the
aggregate Net After Tax Receipts to Executive would thereby be increased.

If it is determined that the total payments should be reduced to the Reduced Amount, any reduction shall be in the order that would provide Executive with
the largest amount of Net After Tax Receipts (subject to the remainder of this sentence, pro rata if two alternatives provide the same result) and shall, to the
extent permitted by Code Section 280G and 409A be designated by Executive. Executive shall at any time have the unilateral right to forfeit any equity
grant in whole or in part.

For purposes of this Agreement, the term “Net After Tax Receipt” means the Present Value of the total payments or the Reduced Amount, as applicable,
net of all federal, state and local income and payroll taxes imposed on Executive, including Section 4999 of the Code, determined by applying the highest
marginal rate of income taxes
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which applied to Executive’s taxable income for the immediately preceding taxable year. For purposes of this Agreement, the term “Parachute
Payment” means a payment (under this Agreement or any other plan, agreement or arrangement) that is described in Section 280G(b)(2) of the Code,
determined in accordance with Section 280G of the Code and the regulations thereunder. For purposes of this Agreement, the term “Present Value” means
the value determined in accordance with Section 280G(d)(4) of the Code and the regulations thereunder. For purposes of this Agreement, the term
“Reduced Amount” means the largest amount of Parachute Payments that is less than the total Parachute Payments and that may be paid to Executive
without subjecting Executive to tax under Section 4999 of the Code.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
COMPANY:  EXECUTIVE:
 
BUILDERS FIRSTSOURCE, INC.
 
By: /s/ Timothy D. Johnson /s/ Steve Herron
Name: Timothy D. Johnson Steve Herron
Its : Executive Vice President &

General Counsel
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EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (this “Agreement”) is made as of by and between [    ] (“Executive”) and Builders FirstSource, Inc. (the
“Company”). For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Termination of Employment. The parties agree that Executive’s employment with the Company and all of its affiliates is terminated effective
as of [    ] (the “Termination Date”).

2. Payments Due to Executive. Executive acknowledges receipt of [ ] ($[    ]) from the Company, representing Executive’s accrued but unpaid
Base Salary and accrued unused vacation through the Termination Date. In addition, Executive shall receive (a) his annual bonus (if any) for the fiscal year
completed prior to the Termination Date, to be paid at the same time annual bonuses would have been paid if Executive had continued in employment,
(b) shall receive any vested benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the term thereof, and
(c) any unreimbursed business expenses incurred through the Termination Date. Other than as expressly set forth in this SECTION 2, Executive is not
entitled to any consulting fees, wages, accrued vacation pay, benefits or any other amounts with respect to his employment through the Termination Date.

3. Severance Benefits and Continuing Health Insurance Coverage. In consideration of Executive’s execution and non-revocation of this
Agreement in accordance with its terms, the Company agrees to pay to Executive the amounts provided in SECTION 3.4 of that certain Amended and
Restated Employment Agreement, dated as of ________________, 20__by and between Executive and the Company, which amounts are, to the extent
known, stated on Attachment A hereto.

4. General Release.

(a) Executive, on behalf of Executive, his heirs, executors, personal representatives, administrators and assigns, voluntarily, irrevocably, knowingly
and unconditionally releases, remises and discharges the Company and all of its current and former parents, subsidiaries and affiliates, each of their
respective members, officers, directors, stockholders, partners, employees, agents, representatives, advisors and attorneys, and each of their respective
subsidiaries, affiliates, estates, predecessors, successors and assigns (collectively, the “Company Parties”) from any and all actions, causes of action,
charges, complaints, claims, damages, demands, debts, lawsuits, rights, understandings, obligations, expenses (including attorneys’ fees and costs),
covenants, contracts, promises or liabilities of any kind, nature or description whatsoever, known or unknown, in law or in equity (collectively, the
“Claims”) which Executive or Executive’s heirs, executors, personal representatives, administrators and assigns ever had, now has or may hereafter claim
to have by reason of any matter, cause or thing whatsoever (i) arising from the beginning of time through the date upon which Executive executes this
Agreement, including, without limitation, any such Claims arising out of, relating to or in connection with Executive’s employment or service as a director
with the Company, including tort, fraud, or defamation and arising under federal, local or state statute or regulation, including, without limitation, Title VII
of the Civil Rights Act of 1964, the Americans With Disabilities Act, the Age Discrimination in Employment Act, as amended by the Older Workers
Benefit Protection Act, the Family and Medical Leave Act, the Employee Retirement Income Security Act of 1974, the Civil Rights Act of 1991, the Equal
Pay Act, the Fair labor Standards Act, 42 U.S.C. § 1981, the Texas Labor Code (including, without limitation, the Texas Payday Law, the Texas Anti-
Retaliation Act, Chapter 21 of the Texas Labor Code, and the Texas Whistleblower Act), each as amended and including each of their respective
implementing regulations and/or any other federal, state, local or foreign law (statutory, regulatory or otherwise), that may be legally waived and released;
(ii) arising out of or relating to the termination of Executive’s employment; or (iii) arising under or relating to any policy, agreement, understanding or
promise, written or oral, formal or informal, between the Company or any of the other Company Parties and Executive.
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(b) Executive agrees that there is a risk that each and every injury which he may have suffered by reason of his employment relationship might not
now be known, and there is a further risk that such injuries, whether known or unknown at the date of this Agreement, might become progressively worse,
and that as a result thereof further damages may be sustained by Executive; nevertheless, Executive desires to forever and fully release and discharge the
Company Parties, and he fully understands that by the execution of this Agreement no further claims for any such injuries may ever be asserted.

(c) This general release does not in any way diminish or impair: (i) any Claims Executive may have that cannot be waived under applicable law,
(ii) Executive’s right to enforce this Agreement; (iii) any rights Executive may have to indemnification from personal liability or to protection under any
insurance policy maintained by the Company, including without limitation any general liability, employment practices liability, or directors and officers
insurance policy or any contractual indemnification agreement; (iv) Executive’s right, if any, to government provided unemployment and worker’s
compensation benefits; or (v) Executive’s rights under any Company Executive benefit plans (i.e. health, disability or tax-qualified retirement plans), which
by their explicit terms survive the termination of Executive’s employment

(d) Executive agrees that the consideration set forth in SECTION 3 above shall constitute the entire consideration provided under this Agreement,
and that Executive will not seek from the Company Parties any further compensation or other consideration for any claimed obligation, entitlement,
damage, cost or attorneys’ fees in connection with the matters encompassed by this Agreement.

(e) Executive understands and agrees that if any facts with respect to this Agreement or Executive’s prior treatment by or employment with the
Company are found to be different from the facts now believed to be true, Executive expressly accepts, assumes the risk of, and agrees that this Agreement
shall remain effective notwithstanding such differences. Executive agrees that the various items of consideration set forth in this Agreement fully
compensate for said risks, and that Executive will have no legal recourse against the Company in the event of discovery of a difference in facts.
  

(f) Executive agrees to the release of all known and unknown claims, including expressly the waiver of any rights or claims arising out of the
Federal Age Discrimination in Employment Act, 29 U.S.C. § 621, et seq. (“ADEA”), and in connection with such waiver of ADEA claims, and as
provided by the Older Worker Benefit Protection Act, Executive understands and agrees as follows:

(i) Executive has the right to consult with an attorney before signing this Agreement, and is hereby advised to do so;

(ii) Executive shall have a period of forty-five (45) days from the Termination Date (or from the date of receipt of this Agreement if
received after the Termination Date) in which to consider the terms of the Agreement (the “Review Period”). Executive may at his option execute
this Agreement at any time during the Review Period. If Executive does not return the signed Agreement to the Company prior to the expiration of
the 45 day period, then the offer of severance benefits set forth in this Agreement shall lapse and shall be withdrawn by the Company; and

(iii) Executive may revoke this Agreement at any time during the first seven (7) days following Executive’s execution of this Agreement,
and this Agreement and release shall not be effective or enforceable until the seven-day period has expired (“Revocation Period Expiration
Date”). Notice of a revocation by Executive must be made to the designated representative of the Company (as described below) within the seven
(7) day period after Executive signs this Agreement. If Executive revokes this Agreement, it shall not be effective or enforceable against the
Company Parties. Accordingly, the “Effective Date” of this Agreement shall be on the eighth (8th) day after Executive signs the Agreement and
returns it to the Company, and provided that Executive does not revoke the Agreement during the seven (7) day revocation period.

In the event Executive elects to revoke this release pursuant to SECTION 4(f)(iii) above, Executive shall notify Company by hand-delivery, express courier
or certified mail, return receipt requested, within seven (7) days after signing this Agreement to: ATTN: General Counsel, Builders FirstSource, Inc.,
[ADDRESS]. In the event that Executive exercises his right to revoke this release pursuant to SECTION 4(f)(iii) above, any and all obligations of
Company under this Agreement shall be null and void. Executive agrees that by signing this Agreement prior to the
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expiration of the forty-five (45) day period he has voluntarily waived his right to consider this Agreement for the full forty-five (45) day period. Executive
further agrees that any changes to this Agreement made during the Review Period, whether material or immaterial, shall not restart the 45-
day consideration period.

5. Review of Agreement; No Assignment of Claims. Executive represents and warrants that he (a) has carefully read and understands all of the
provisions of this Agreement and has had the opportunity for it to be reviewed and explained by counsel to the extent Executive deems it necessary, (b) is
voluntarily entering into this Agreement, (c) has not relied upon any representation or statement made by the Company or any other person with regard to
the subject matter or effect of this Agreement, (d) has not transferred or assigned any Claims and (e) has not filed any complaint or charge against any of
the Company Parties with any local, state, or federal agency or court.
  

6. No Claims. Each party represents that it has not filed any Claim against the other Party with any state, federal or local agency or
court; provided, however, that nothing in this Agreement shall be construed to prohibit Executive from filing a Claim, including a challenge to the validity
of this Agreement, with the Equal Employment Opportunity Commission (“EEOC”) or participating in any investigation or proceeding conducted by the
EEOC.

7. Interpretation. This Agreement shall take effect as an instrument under seal and shall be governed and construed in accordance with the laws of
the State of Texas without regard to provisions or principles thereof relating to conflict of laws.

8. Agreement as Defense. This Agreement may be pleaded as a full and complete defense to any subsequent action or other proceeding arising out
of, relating to, or having anything to do with any and all Claims, counterclaims, defenses or other matters capable of being alleged, which are specifically
released and discharged by this Agreement. This Agreement may also be used to abate any such action or proceeding and/or as a basis of a cross complaint
for damages.

9. Nondisclosure of Agreement. The terms and conditions of this Agreement are confidential. Executive agrees not to disclose the terms of this
Agreement to anyone except immediate family members and Executive’s attorneys and financial advisers. Executive further agrees to inform these people
that the Agreement is confidential and must not be disclosed to anyone else. Executive may disclose the terms of this Agreement if compelled to do so by a
court, but Executive agrees to notify the Company immediately if anyone seeks to compel Executive’s testimony in this regard, and to cooperate with the
Company if the Company decides to oppose such effort. Executive agrees that disclosure by Executive in violation of this Agreement would cause so much
injury to the Company that money alone could not fully compensate the Company and that the Company is entitled to injunctive and equitable relief.
Executive also agrees that the Company would be entitled to recover money from Executive if this Agreement were violated.

10. Ongoing Covenants. Executive acknowledges that nothing in this Agreement shall limit or otherwise impact Executive’s continuing
obligations of confidentiality to the Company in accordance with Company policy and applicable law, or any applicable Company policies or agreements
between the Company and Executive with respect to non-competition or non-solicitation, and Executive covenants and agrees to abide by all such
continuing obligations.

11. No Adverse Comments. Executive agrees not to make, issue, release or authorize any written or oral statements, derogatory or defamatory in
nature, about the Company, its affiliates or any of their respective products, services, directors, officers or executives, provided that the foregoing shall not
be violated by truthful testimony in response to legal process, normal competitive statements, rebuttal of statements by the other or actions to enforce his
rights. Nothing herein prohibits Executive from communicating, without notice to or approval by the Company, with any federal government agency about
a potential violation of a federal law or regulation.

12. Integration; Severability. Except with respect to any continuing obligations to the Company, the terms and conditions of this Agreement
constitute the entire agreement between Company and Executive and supersede all previous communications, either oral or written, between the parties
with respect to the subject matter of this Agreement. No agreement or understanding varying or extending the terms of this Agreement shall be binding
upon either party unless in writing signed by or on behalf of such party. In the event that a court finds any portion of this
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Agreement unenforceable for any reason whatsoever, Company and Executive agree that the other provisions of the Agreement shall be deemed to be
severable and will continue in full force and effect to the fullest extent permitted by law.

13. EXECUTIVE ACKNOWLEDGES THE FOLLOWING: HE HAS ENTERED INTO THIS AGREEMENT KNOWINGLY,
VOLUNTARILY AND OF HIS OWN FREE WILL WITH A FULL UNDERSTANDING OF ITS TERMS; HE HAS READ THIS AGREEMENT;
THAT HE FULLY UNDERSTANDS ITS TERMS; THAT EXECUTIVE IS ADVISED TO CONSULT AN ATTORNEY FOR ADVICE; THAT
HE HAS THE RIGHT TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT; THAT HE HAS HAD AMPLE
TIME TO CONSIDER HIS DECISION BEFORE ENTERING INTO THE AGREEMENT; THAT HE IS SATISFIED WITH THE TERMS OF
THIS AGREEMENT AND AGREES THAT THE TERMS ARE BINDING UPON HIM; AND THAT HE HAS BEEN ADVISED BY THE
COMPANY OF HIS ABILITY TO TAKE ADVANTAGE OF THE CONSIDERATION PERIOD AFFORDED BY SECTION 4 ABOVE.

IN WITNESS WHEREOF, the parties have executed this Agreement with effect as of the date first above written.
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SEVERANCE AGREEMENT
ATTACHMENT A

The following severance benefits are payable pursuant to SECTION 3.4 of Executive’s Employment Agreement:
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Exibit 10.28
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) between Michael Hiller (“Executive”), Builders FirstSource, Inc., a Delaware
corporation (the “Company”), is entered into as of January 31, 2022 and is effective as of January 1, 2021 (the “Effective Date”).

RECITALS

WHEREAS, the Company and Executive desire to enter into this Employment Agreement to set forth certain terms of Employee’s employment
with the Company.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive hereby agree as
follows:

SECTION 1

EMPLOYMENT TERMS

1.1 Employment. The Company hereby agrees to employ Executive pursuant to the terms of this Agreement, and Executive hereby accepts such
employment by the Company, effective as of the Effective Date, for the period and upon the terms and conditions contained in this Agreement.

1.2 Position and Duties. Executive is hereby employed as of the Effective Date to serve as the President – Central Division of the Company.  In his
capacity as President – Central Division, Executive shall have all of the powers, duties and responsibilities commensurate with such position as shall be
assigned to him by the Chief Executive Officer of the Company.  In his capacity as President – Central Division of the Company, Executive will report
directly to the Chief Executive Officer of the Company.

Executive shall devote Executive’s full business time and attention and full diligence and vigor and good faith efforts to the affairs of the Company.
Executive shall not engage in any other material business duties or pursuits or render any services of a professional nature to any other entity or person, or
serve on any other board of directors (other than a not-for-profit board of directors, and then only to the extent it does not interfere with his duties to the
Company), without the prior written consent of the Company’s Board of Directors (the “Board”) or a committee designated by the Board to approve such
matters.

1.3 Term. Executive’s employment under this Agreement shall commence on the Effective Date and shall continue for an indefinite term, until
terminated in accordance with SECTION 3 below. Certain provisions, however, as more fully set forth in SECTION 4, SECTION 5 and SECTION 6
below, continue in effect beyond the date of the termination of Executive’s employment (the “Termination Date”).  Executive agrees that, effective as of
the applicable Termination Date, Executive shall resign from all positions held by Executive as an officer, director or otherwise with respect to the
Company or any member of the Company Group (as defined below).

1.4 Relocation to Dallas, Texas.  Executive shall relocate his permanent residence to Dallas, Texas within 12 months following receipt of written
notice from the Chief Executive Officer and shall be entitled to receive relocation benefits in connection with the Company’s standard relocation policy for
employees at Executive’s level.

SECTION 2

COMPENSATION AND BENEFITS

2.1 Compensation.

(a) Base Salary. The Company shall pay to Executive an annual base salary at the rate not less than $450,000 each calendar year (“Base
Salary”), payable in accordance with the Company’s ordinary payroll and
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withholding practices from time to time in effect for its employees. During the term of employment hereunder, Executive’s salary shall be reviewed from
time to time (but no less than annually) to determine whether an increase (not decrease) in Executive’s salary is appropriate. Any such increase shall be at
the sole discretion of the Board, or where required, the Compensation Committee of the Board, and thereafter any such increased amount shall be
Executive’s “Base Salary” for all purposes.

(b) Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual incentive
program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the award of an annual cash bonus
(“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus equal to 100% of Base Salary (the “Target Bonus”).
Payment of the Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.

(c) Annual Equity Grant. During the term of employment, Executive shall be eligible to participate under the applicable equity plan of
the Company then in effect, as amended from time to time, or any successor plans (collectively, the “Company Equity Plan”), for the award of an annual
grant of equity thereunder (the “Annual Equity Grant”). The actual award and amount of any Annual Equity Grant will be determined by the Board or the
Compensation Committee of the Board in accordance with the terms of the applicable Company Equity Plan and subject to the provisions thereof.  

2.2 Benefits.

(a) Generally. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable benefits plans, policies or
contracts, in all employee benefits programs that the Company may adopt for its employees generally providing for sick or other leave, vacation, group
health, disability and life insurance benefits. Executive shall be eligible to participate in the Company’s 401(k) plan on the terms and conditions and
qualifications of such plan from time to time in effect, with a Company match (if any) no less favorable than that provided to any other Company
executives. Executive shall be entitled to four (4) weeks of paid vacation for each full calendar year of employment, to be accrued in accordance with the
Company’s regular vacation pay policy.

(b) Executive. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable plans, policies or
contracts, in all benefits or fringe benefits which are in effect generally for the Company’s executive personnel from time to time.

2.3 Expense Reimbursement. The Company shall pay or reimburse Executive for all reasonable expenses incurred in connection with performing
his duties upon presentation of documents in accordance with the reasonable procedures established by the Company.

SECTION 3

TERMINATION

3.1 By the Company:

(a) For Cause. The Company shall have the right at any time, exercisable upon written notice, to terminate Executive’s employment for
Cause. As used in this Agreement, “Cause” shall mean that Executive:

(i) has committed any act or omission that results in, or that may reasonably be expected to result in, a conviction, plea of no
contest or imposition of unadjudicated probation for any felony or crime involving moral turpitude;

(ii) has committed any act of fraud, embezzlement or misappropriation, or engaged in material misconduct or breach of fiduciary
duty against the Company (or any predecessor thereto or successor thereof);
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(iii) has willfully failed to substantially perform such duties as are reasonably assigned to him under this Agreement;

(iv) has unlawfully used (including being under the influence) or possessed illegal drugs on the Company’s premises or while
performing his duties and responsibilities for the Company;

(v) materially fails to perform Executive’s duties required under Executive’s employment by or other relationship with the
Company (it being agreed that failure of the Company to achieve operating results or similar poor performance of the Company shall not, in and of itself,
be deemed a failure to perform Executive’s duties);

(vi) fails to comply with a lawful directive of the Board or Chief Executive Officer that is consistent with the Company’s
business practices and Code of Ethics;
  

(vii) engages in (A) willful misconduct for which Executive receives a material and improper personal benefit at the expense of
the Company, or (B) accidental misconduct resulting in such a benefit which Executive does not promptly report to the Company and redress promptly
upon becoming aware of such benefit;

(viii) in carrying out his duties under this Agreement, has engaged in acts or omissions constituting gross negligence or willful
misconduct resulting in, or which, in the good faith opinion of the Board, could be expected to result in, substantial economic harm to the Company;

(ix) has failed for any reason to correct, cease or alter any action or omission that (A) materially violates or does not conform
with the Company’s policies, standards or regulations (including, without limitation, any Company policy or rule related to discrimination or sexual and
other types of harassment or abusive conduct), (B) constitutes a material breach of this Agreement, including SECTION 4, or (C) constitutes a material
breach of his duty of loyalty to the Company; or

(x) has disclosed any Proprietary Information (as defined below) without authorization from the Board, except as otherwise
permitted by this Agreement, another agreement between the parties or any Company policy in effect at the time of disclosure.

For purposes of the definition of “Cause”, “Company” shall include any subsidiary, business unit or affiliate of the Company. The Company shall provide
written notice to Executive of any act or omission that the Company believes constitutes grounds for “Cause” pursuant to clause (v), (vi), (vii)(B) or
(ix) above, and no such act or omission shall constitute “Cause” unless Executive fails to remedy such act or omission within ten (10) days of the receipt of
such notice; provided that such ten (10) day cure period shall not apply with respect to any matter that is incapable of cure within such period.

(b) Without Cause. The Company may terminate Executive’s employment under this Agreement at any time without Cause. As used in
this Agreement, a termination without Cause shall mean the termination of Executive’s employment by the Company other than for Cause pursuant to
SECTION 3.1(a) above.

3.2 By Executive:

(a) Without Good Reason. Executive may terminate his employment under this Agreement at any time without Good Reason. As used in
this Agreement, a termination without Good Reason shall mean termination of Executive’s employment by Executive other than for Good Reason pursuant
to SECTION 3.2(b) below.

(b) For Good Reason. Executive shall have the right at any time to resign his employment under this Agreement for Good Reason. As
used in this Agreement, “Good Reason” shall mean the occurrence of any of the following events, without Executive’s consent: (i) a material diminution in
Executive’s Base Salary or Target Bonus, in each case, other than as part of any across-the-board proportionate reduction applying to all senior executives
of the Company, (ii) a material diminution in Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and
responsibilities set forth herein (a “Material Diminution”) (for the sake of clarity, (A) a change in reporting structure by itself does not constitute a Material
Diminution, (B) a
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change to a different position that is of comparable status within the Company does not constitute a Material Diminution, (C) any changes generally
implemented with regard to a broad group of senior executives does not constitute a Material Diminution, and (D) any change consented to by Executive is
not a Material Diminution), (iii) any material breach by the Company or any member of the Company Group (as defined below) of this Agreement,
(iv) there is a Change in Control and the successor to the Company, if applicable, does not assume and continue this Agreement, and (v) except as required
by Section 1.4, any requirement by the Company that Executive relocate his personal residence to any city more than one hundred (100) miles from (a)
Denver, Colorado or (b) Dallas, Texas if Executive has relocated his personal residence to the greater Dallas, Texas metropolitan area.

Notwithstanding the foregoing, no event shall be a Good Reason event unless (i) Executive gives the Company written notice that he is resigning for Good
Reason within ninety (90) days of the first occurrence of the Good Reason event, and (ii) the Company (A) accepts such resignation, (B) does not cure such
Good Reason event, or (C) disputes the existence of Good Reason, in each case within thirty (30) days of receiving such notice, and in the case of clauses
(A) and (B) Executive’s resignation for Good Reason shall become effective as of the earlier of (x) the date the Company accepts such resignation, or
(y) the expiration of the thirty day cure period (provided the Company has not cured the Good Reason event) and in the case of clause (C) shall become
effective only if Good Reason is ultimately determined to exist upon final resolution of the Company’s dispute of his resignation by a court of competent
jurisdiction or otherwise.

(c) The term “Change in Control” shall have the meaning set forth in the Company’s 2014 Incentive Plan, as may be amended from
time to time.

3.3 Compensation Upon Termination. Upon termination of Executive’s employment with the Company, the Company’s obligation to pay
compensation and benefits under SECTION 2 shall terminate, except that the Company shall pay to Executive or, if applicable, Executive’s heirs, all
earned but unpaid Base Salary under SECTION 2.1(a) and accrued but unused vacation under SECTION 2.2, in each case, through the Termination Date
and Executive’s unreimbursed expenses incurred through the Termination Date in accordance with SECTION 2.3. In addition, Executive shall be entitled to
receive (i) any vested amounts or benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the terms thereof,
and (ii) other than on an involuntary termination by the Company for Cause or a voluntary termination by Executive without Good Reason (for the
avoidance of doubt, for purposes of this subsection, a termination due to Executive’s death shall not constitute a termination for Good Reason”), his Annual
Cash Bonus for any completed fiscal year to the extent earned for such fiscal year and if such bonus has not previously been paid for such completed fiscal
year, at the same time such Annual Cash Bonus would have been paid if Executive had continued in employment (it being understood that in the event of
any such termination Executive is not entitled to an Annual Bonus for the then-current Fiscal Year). If the Company terminates Executive’s employment
without Cause or if Executive terminates his employment for Good Reason, then, in addition, to the foregoing compensation, upon execution and delivery
(and non-revocation) by Executive of the Separation Agreement and General Release as set forth in SECTION 6.10, the Company shall pay severance
benefits pursuant to SECTION 3.4 below. No other payments or compensation of any kind shall be paid in respect of Executive’s employment with or
termination from the Company. Notwithstanding any contrary provision contained herein, in the event of any termination of Executive’s employment, the
exclusive remedies available to Executive shall be the amounts due under this SECTION 3, which are in the nature of liquidated damages, and are not in
the nature of a penalty.

3.4 Severance Benefits.

(a) Termination without Cause or for Good Reason. Subject to the terms and conditions of eligibility for Executive’s receipt of severance
benefits under this Agreement, including the timely execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, if the Company terminates Executive’s employment without Cause or Executive terminates his employment for
Good Reason, the Company shall pay to Executive, as severance benefits, which amounts are in addition to the Compensation upon Termination set forth in
SECTION 3.3 herein:

(i) An amount equal to 100% of his Base Salary which shall be paid to Executive on a salary continuation basis according to the
Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event less
frequently than monthly.
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(ii) An amount equal to 100% of Executive’s Target Bonus, which shall be paid to Executive in equal installments according to
the Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event
less frequently than monthly.

(iii) Subject to (1) Executive’s timely election of continuation coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985, as amended (“COBRA”), and (2) Executive’s continued copayment of premiums at the same level and cost to Executive as if Executive were
an employee of the Company (excluding, for purposes of calculating cost, an employee’s ability to pay premiums with pre-tax dollars), continued
participation in the Company’s group health plan (to the extent permitted under applicable law and the terms of such plan) which covers Executive (and
Executive’s eligible dependents) for a period of twelve (12) months at the Company’s expense, provided that Executive is eligible and remains eligible for
COBRA coverage. The Company may modify its obligation under this SECTION 3.4(a)(iii) to the extent reasonably necessary to avoid any penalty or
excise taxes imposed on it in connection with the continued payment of premiums by the Company under the Patient Protection and Affordable Care Act of
2010, as amended, or other applicable law.

(b) Notwithstanding any other provision of this Agreement, any severance benefits that would otherwise have been paid before the
Company’s first normal payroll payment date falling on or after the sixtieth (60th) day after the date on which Executive incurs a Separation from Service
(the “First Payment Date”) shall be made on the First Payment Date. Each separate severance installment payment and each other payment that Executive
may be eligible to receive under this Agreement shall be a separate payment under this Agreement for all purposes.

(c) Executive shall have no duty or obligation to mitigate the amounts due under SECTION 3.4(a) above and any amounts earned by
Executive from other employment shall not be offset or reduce the amounts due hereunder.

SECTION 4

CERTAIN AGREEMENTS

4.1 Confidentiality. Executive acknowledges that the Company owns and shall own and has developed and shall develop proprietary information
concerning its business and the business of its subsidiaries and affiliates and each of their employees, customers and clients (“Proprietary Information”).
Such Proprietary Information includes, among other things, trade secrets, financial information, product plans, customer lists, marketing plans, systems,
manuals, training materials, forecasts, inventions, improvements, know-how and other intellectual property, in each case, relating to the Company’s
business. Executive shall, at all times, both during employment by the Company and thereafter, keep all Proprietary Information in confidence and trust and
shall not use or disclose any Proprietary Information without the written consent of the Company, except as necessary in the ordinary course of Executive’s
duties. Executive shall keep the terms of this Agreement in confidence and trust and shall not disclose such terms, except to Executive’s family,
accountants, financial advisors, or attorneys, or as otherwise authorized or required by law. The parties acknowledge that pursuant to the Defend Trade
Secrets Act of 2016 (the “DTSA”), an individual may not be held criminally or civilly liable under any Federal or state trade secret law for disclosure of a
trade secret that (i) is made (A) in confidence to a Federal, state or local governmental authority, either directly or indirectly, or to an attorney; and
(B) solely for the purpose of reporting or investigating a suspected violation of applicable law; or (ii) is made in a complaint or other document filed in a
lawsuit or other proceeding, if such filing is made under seal. Nothing in this Agreement or any other agreement Executive has with the Company or any of
its affiliates is intended to conflict with the DTSA or create liability for disclosures of trade secrets that are expressly allowed by such section. Under the
DTSA, any employee, contractor, or consultant who is found to have wrongfully misappropriated trade secrets (as the terms “misappropriate” and “trade
secret” are defined in the DTSA) may be liable for, among other things, exemplary damages and attorneys’ fees. Further, nothing in this Agreement or any
other agreement Executive has with the Company or any of its affiliates will prohibit or restrict Executive from making any voluntary disclosure of
information or documents related to any violation of law to any governmental agency or legislative body, or any self-regulatory organization, in each case,
without advance notice to the Company.
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4.2 Company Property. Executive recognizes that all Proprietary Information, however stored or memorialized, and all identification cards, keys,
flash drives, computers, mobile phones, Personal Data Assistants, telephone numbers, access codes, marketing materials, documents, records and other
equipment or property which the Company provides are the sole property of the Company. Upon termination of employment, Executive shall (1) refrain
from taking any such property from the Company’s premises, and (2) return any such property in Executive’s possession within ten (10) business days.

4.3 Assignment of Inventions to the Company. Executive shall promptly disclose to the Company all improvements, inventions, formulas,
processes, computer programs, know-how and trade secrets developed, whether or not patentable, made or conceived or reduced to practice or developed
by Executive, either alone or jointly with others, during and related to Executive’s employment and the Company’s business or while using the Company’s
equipment, supplies, facilities or trade secret information (collectively, “Inventions”). All Inventions and other intellectual property rights shall be the sole
property of the Company and shall be “works made for hire.” Executive hereby assigns to the Company any rights Executive may have or acquire in all
Inventions and agrees to perform, during and after employment with the Company, at the Company’s expense including reasonable compensation to
Executive, all acts reasonably necessary by the Company in obtaining and enforcing intellectual property rights with respect to such Inventions. Executive
hereby irrevocably appoints the Company and its officers and agents as Executive’s attorney-in-fact to act for and in Executive’s name and stead with
respect to such Inventions.

SECTION 5

COVENANT NOT TO ENGAGE IN CERTAIN ACTS

5.1 General. Executive understands and agrees that Executive shall hold a position of significant trust and, in such position of significant trust, shall
provide services and have responsibility with respect to the Company and all of its subsidiaries and affiliates (collectively, the “Company Group”),
including, without limitation, contributing to the acquisition and retention of customers and the generation of goodwill. Executive further understands and
agrees that Executive will develop, access and use Proprietary Information for the benefit of the Company Group. The parties understand and agree that the
purpose of the restrictions contained in SECTION 4 and this SECTION 5 is to protect the goodwill and other legitimate business interests of the Company
(including its Proprietary Information), and that the Company would not have entered into this Agreement in the absence of such restrictions. Executive
acknowledges and agrees that the restrictions are reasonable and do not, and will not, unduly impair his ability to make a living after the termination of his
employment with the Company. The provisions of SECTION 4 and SECTION 5 shall survive the expiration or sooner termination of this Agreement.
  

5.2 Non-Compete; Non-Interference; Non-Solicit. During the term of employment and for a period of twelve (12) months after the Termination
Date Executive shall not, whether for Executive’s own account or for any other Person, directly or indirectly, with or without compensation:

(a) own, manage, operate, control or participate in the ownership, management, operation or control of, or be employed or engaged in a
senior management role by, any corporation, limited liability company, partnership, joint venture, proprietorship or other business entity or organization
that engages in or plans to engage in the business of (i) supplying, distributing, manufacturing, designing, constructing and/or installing structural and
related building products, including, without limitation, prefabricated components, roof and floor trusses, wall panels, stairs, windows, doors, millwork,
lumber products, roofing, insulation, hardware and other building products and/or (ii) providing services to customers in connection with any of the
foregoing or otherwise related to residential homebuilding, in each case, (i) and (ii) anywhere in the United States (a “Competing Business”).

(b) solicit, or call upon or otherwise attempt to solicit, on behalf of any Competing Business, any of the customers, prospective
customers, vendors or suppliers of Company Group;

(c) divert or take away, or attempt to divert or take away, any existing business of the Company Group;
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(d) induce or entice, or seek to induce or entice, or otherwise interfere with, the Company Group’s business relationship with, any
customer of the Company Group;

(e) advance credit or lend money to any third party for the purpose of establishing or operating any Competing Business; or

(f) with respect to any substantially full time independent contractor of the Company Group, employee of the Company Group or
individual who was, at any time during the three months prior to the Termination Date, an employee of the Company Group: (A) hire or retain, or attempt
to hire or retain, such individual to provide services for any third party; or (B) entice away or in any manner persuade or attempt to persuade, such
individual to (1) terminate and/or leave his employment or engagement, (2) accept employment with any person or entity other than a member of the
Company Group, or (3) terminate his relationship with the Company Group or devote less of his business time to the Company Group.

Notwithstanding the foregoing, nothing in this SECTION 5.2 will prohibit Executive from acquiring or holding not more than two percent (2%) of any
class of publicly traded securities.

5.3 Cessation/Reimbursement of Payments. Notwithstanding anything to the contrary in this Agreement, if Executive violates any provision of
SECTION 4 or SECTION 5, the Company may, upon giving written notice to Executive, immediately terminate Executive’s employment with the
Company for Cause or, in the event the violation occurs following the Termination Date, cease all payments and benefits that it may be providing to
Executive pursuant to SECTION 3, and Executive shall be required to reimburse the Company for any payments received from the Company pursuant to
SECTION 3; provided, however, that the foregoing shall be in addition to such other remedies as may be available to the Company and shall not be
deemed to permit Executive to forego or waive such payments in order to avoid his obligations under SECTION 4 or SECTION 5; and provided, further,
that any release of claims by Executive pursuant to SECTION 6.10 shall continue in effect.

5.4 Survival; Injunctive Relief. Executive agrees that the provisions of SECTION 4 and SECTION 5 shall survive the termination of this
Agreement and the termination of Executive’s employment. Executive acknowledges that a breach by him of the covenants contained in SECTION 4 or
SECTION 5 cannot be reasonably or adequately compensated in damages in an action at law and that such breach will cause the Company immeasurable
and irreparable injury and damage. Executive further acknowledges that he possesses unique skills, knowledge and ability and that competition in violation
of SECTION 4 or SECTION 5 would be extremely detrimental to the Company. By reason thereof, each of the Company and Executive agrees that the
other shall be entitled, in addition to any other remedies it may have under this Agreement, at law or in equity, or otherwise, to temporary, preliminary
and/or permanent injunctive and other equitable relief to prevent or curtail any actual or threatened violation of SECTION 4 or SECTION 5, without proof
of actual damages that have been or may be caused to the Company by such breach or threatened breach, and waives to the fullest extent permitted by law
the posting or securing of any bond by the other party in connection with such remedies.

SECTION 6

MISCELLANEOUS

6.1 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by certified or registered
mail, postage prepaid, with return receipt requested, telecopy (with hard copy delivered by overnight courier service), or delivered by hand, messenger or
overnight courier service, and shall be deemed given when received at the addresses of the parties set forth below, or at such other address furnished in
writing to the other parties hereto:
 

To the Company:
 

Builders FirstSource, Inc.
Attn: General Counsel
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2001 Bryan Street, Suite 1600
Dallas, Texas 75201

 
To Executive:     at the home address of Executive maintained in the human resource records of the Company.

 

6.2 Severability. The parties agree that it is not their intention to violate any public policy or statutory or common law. In the event that any
provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law. Without limiting the foregoing, if
any portion of SECTION 5 is held to be unenforceable, the maximum enforceable restriction of time, scope of activities and geographic area will be
substituted for any such restrictions held unenforceable.
  

6.3 Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to its principles of conflicts of laws. Executive: agrees to submit to the jurisdiction of the State of Delaware; agrees that any dispute
concerning this Agreement shall be brought exclusively in a state or federal court of competent jurisdiction in Delaware; and agrees that other than disputes
involving SECTION 4 or SECTION 5, all disputes shall be settled through arbitration pursuant to SECTION 6.15. Executive waives any and all objections
to jurisdiction or venue.

6.4 Survival. The covenants and agreements of the parties set forth in SECTIONS 4, 5 and 6 are of a continuing nature and shall survive the
expiration, termination or cancellation of this Agreement, irrespective of the reason therefor.

6.5 Entire Agreement. This Agreement contains the entire understanding between the parties hereto with respect to the terms of employment,
compensation, benefits, and covenants of Executive, and supersede all other prior and contemporaneous agreements and understandings, inducements or
conditions, express or implied, oral or written, between Executive and the Company relating to the subject matter of the Agreement, which such other prior
and contemporaneous agreements and understandings, inducements or conditions shall be deemed terminated effective on the Effective Date, including
without limitation, the Prior Employment Agreement. For the avoidance of doubt, the parties agree that any and all indemnification agreements between
Executive and the Company shall continue in full force unimpaired by this Agreement

6.6 Binding Effect, Etc. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and the
Company’s successors and assigns, including any direct or indirect successor by purchase, merger, consolidation, reorganization, liquidation, dissolution,
winding up or otherwise with respect to all or substantially all of the business or assets of the Company, and Executive’s spouse, heirs, and personal and
legal representatives.

6.7 Counterparts; Amendment. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may be amended or modified only by written instrument duly executed by the
Company and Executive.

6.8 Voluntary Agreement. Executive has read this Agreement carefully, has had the opportunity to seek advice of counsel and understands and
accepts the obligations that it imposes upon Executive without reservation. No other promises or representations have been made to Executive to induce
Executive to sign this Agreement. Executive is signing this Agreement voluntarily and finely.

6.9 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors,
assigns (including any direct or indirect successor, spouses, heirs and personal and legal representatives). Any such successor or assign of the Company
shall be included in the term “Company” as used in this Agreement.
  

6.10 Release of Claims. In consideration for the compensation and other benefits provided pursuant to this Agreement, Executive agrees to execute
a “Separation Agreement and General Release” to be presented by the Company substantially in the form of Exhibit A attached hereto. The Company’s
obligation to pay severance
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benefits pursuant to SECTION 3.4 is expressly conditioned on Executive’s execution and delivery of such Separation Agreement and General Release no
later than forty-five (45) days after the date Executive incurs a Separation from Service without revoking it for a period of seven (7) days following
delivery. Executive’s failure to execute and deliver such Separation Agreement and General Release within such forty-five (45) day time period (or
Executive’s subsequent revocation of such Separation Agreement and General Release) will void the Company’s obligation to pay severance benefits under
this Agreement

6.11 Withholding. All compensation payable to Executive pursuant to this Agreement will be subject to any applicable statutory withholding taxes
and such other taxes as are required or permitted under applicable law and such other deductions or withholdings as authorized by Executive to be collected
with respect to compensation paid to Executive.

6.12 In-kind Benefits and Reimbursements. Notwithstanding anything to the contrary in this Agreement, in-kind benefits and reimbursements
provided under this Agreement during any tax year of Executive shall not affect in-kind benefits or reimbursements to be provided in any other tax year of
Executive, except for the reimbursement of medical expenses referred to in Section 105(b) of the Internal Revenue Code, as amended (“Code”), and are not
subject to liquidation or exchange for another benefit. Notwithstanding anything to the contrary in this Agreement, reimbursement requests must be timely
submitted by Executive and, if timely submitted, reimbursement payments shall be made to Executive as soon as administratively practicable following
such submission, but in no event later than December 31st of the calendar year following the calendar year in which the expense was incurred. In no event
shall Executive be entitled to any reimbursement payments after December 31st of the calendar year following the calendar year in which the expense was
incurred. This SECTION 6.12 shall apply only to in-kind benefits and reimbursements that would result in taxable compensation income to Executive.

6.13 Section 409A The intent of the parties is that payments and benefits under this Agreement be exempt from, or comply with, Section 409A of
the Code (and the rules and regulations promulgated thereunder) (“Section 409A”), and accordingly, to the maximum extent permitted, this Agreement
shall be interpreted and administered to be in accordance therewith. Notwithstanding anything contained herein to the contrary, Executive shall not be
considered to have terminated employment with the Company for purposes of any payments under this Agreement which are subject to Section 409A until
Executive would be considered to have incurred a “separation from service” from the Company within the meaning of Section 409A. Each amount to be
paid or benefit to be provided under this Agreement shall be construed as a separate identified payment for purposes of Section 409A, and any payments
described in this Agreement that are due within the “short term deferral period” as defined in Section 409A, or otherwise satisfying an exception under
Section 409A, shall not be treated as deferred compensation unless applicable law requires otherwise. Without limiting the foregoing and notwithstanding
anything contained herein to the contrary, to the extent required in order to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
that would otherwise be payable and benefits that would otherwise be provided pursuant to this Agreement during the six (6)-month period immediately
following Executive’s separation from service shall instead be paid on the first business day after the date that is six (6) months following Executive’s
separation from service (or, if earlier, death). To the extent required to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
reimbursable to Executive under this Agreement shall be paid to Executive on or before the last day of the year following the year in which the expense
was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits provided) during any one year may not effect amounts
reimbursable or provided in any subsequent year. In no event shall the timing of Executive’s execution of a Separation Agreement and General Release
pursuant to SECTION 6.10 result, directly or indirectly, in Executive designating the calendar year of any payment hereunder, and, to the extent required
by Section 409A, if a payment hereunder that is subject to execution of a Separation Agreement and General Release could be made in more than one
taxable year, payment shall be made in the later taxable year. Notwithstanding anything to the contrary in this Agreement or any other agreement by and
between Executive and any member of the Company Group, to the extent that (i) this Agreement provides for the vesting and settlement of any equity
award held by Executive and (ii) such equity award constitutes nonqualified deferred compensation subject to Section 409A, such equity award shall be
settled at the earliest time that will not trigger a Tax or penalty under Section 409A. The Company makes no representation that any or all of the payments
described in this Agreement shall be exempt from or comply with Section 409A and makes no undertaking to preclude Section 409A from applying to any
such payment.
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6.14 Indemnification, etc. The Company shall provide an indemnification agreement by which it shall indemnify and hold harmless Executive to
the fullest extent permitted by law for any action or inaction Executive takes in good faith with regard to the Company or parent or any benefit plan of
either, in accordance with the Company’s Certificate of Incorporation and By-laws. Further, the Company shall cover Executive on its directors’ and
officers’ liability insurance policies to no less extent than that which covers any other officer or director of the Company.

6.15 Arbitration. Except with respect to the Company’s enforcement of the covenants in SECTION 4 and SECTION 5, in the event that either
Executive or the Company (or their successor and assigns, or any other person claiming benefits on behalf of or through them) has a dispute, claim,
question, or disagreement arising from or relating to this Agreement or the breach thereof, the parties hereto shall use their best efforts to settle the dispute,
claim, question, or disagreement. To this effect, they shall consult and negotiate with each other in good faith and, recognizing their mutual interests,
attempt to reach a just and equitable solution satisfactory to both parties. If the parties do not reach such solution within a period of 60 days, then, upon
written notice by either party to the other, all such disputes, claims, questions, or differences shall be finally settled by confidential binding arbitration
administered by the American Arbitration Association in accordance with the provisions of its Employment Arbitration Rules, unless such claim is
precluded by law from being settled through arbitration. Such arbitration shall take place in Dallas, Texas. Any arbitrator selected by the parties to arbitrate
any such dispute shall have practiced predominately in the field of employment law for no less than ten years. The arbitrator will have the power to
interpret this Agreement. Any determination or decision by the arbitrator shall be binding upon the parties and may be enforced in any court of law. The
parties agree that this arbitration provision does not apply to the right of Executive to file a charge, testify, assist or participate in any manner in an
investigation, hearing or proceeding before the Equal Employment Opportunity Commission or any other agency pertaining to any matters covered by this
Agreement and within the jurisdiction of the agency. Both parties agree that this arbitration clause has been bargained for by the parties upon advice of their
respective counsel.

6.16 Code Section 280G. Notwithstanding any other provision of this Agreement, if it is determined that the benefits or payments payable under
this Agreement, taking into account other benefits or payments provided under other plans, agreements or arrangements, constitute Parachute Payments that
would subject Executive to tax under Section 4999 of the Code, it must be determined whether Executive will receive the total payments due or the
Reduced Amount. Executive will receive the Reduced Amount if the Reduced Amount results in equal or greater Net After Tax Receipts than the Net After
Tax Receipts that would result from Executive receiving the total payments due.

If it is determined that the total payments should be reduced to the Reduced Amount, the Company must promptly notify Executive of that determination,
including a copy of the detailed calculations by an accounting firm or other professional organization qualified to make the calculation that was selected by
the Company and acceptable to Executive (the “Accounting Firm”). The Company shall pay the fees and expenses of the Accounting Firm. All
determinations made by the Accounting Firm under this SECTION 6.16 are binding upon the Company and Executive, subject to any differing
determination by the Internal Revenue Service.

It is the intention of the Company and Executive to reduce the payments under this Agreement and any other plan, agreement or arrangement only if the
aggregate Net After Tax Receipts to Executive would thereby be increased.

If it is determined that the total payments should be reduced to the Reduced Amount, any reduction shall be in the order that would provide Executive with
the largest amount of Net After Tax Receipts (subject to the remainder of this sentence, pro rata if two alternatives provide the same result) and shall, to the
extent permitted by Code Section 280G and 409A be designated by Executive. Executive shall at any time have the unilateral right to forfeit any equity
grant in whole or in part.

For purposes of this Agreement, the term “Net After Tax Receipt” means the Present Value of the total payments or the Reduced Amount, as applicable,
net of all federal, state and local income and payroll taxes imposed on Executive, including Section 4999 of the Code, determined by applying the highest
marginal rate of income taxes which applied to Executive’s taxable income for the immediately preceding taxable year. For purposes of this Agreement, the
term “Parachute Payment” means a payment (under this Agreement or any other plan, agreement or arrangement) that is described in Section 280G(b)(2)
of the Code, determined in accordance with Section 280G of
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the Code and the regulations thereunder. For purposes of this Agreement, the term “Present Value” means the value determined in accordance with
Section 280G(d)(4) of the Code and the regulations thereunder. For purposes of this Agreement, the term “Reduced Amount” means the largest amount of
Parachute Payments that is less than the total Parachute Payments and that may be paid to Executive without subjecting Executive to tax under
Section 4999 of the Code.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
 
COMPANY: EXECUTIVE:
  
BUILDERS FIRSTSOURCE, INC.  
  
  
By: /s/ Timothy D. Johnson /s/ Michael Hiller
Name:Timothy D. Johnson Michael Hiller
Its: Executive Vice President & General Counsel  
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EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (this “Agreement”) is made as of by and between [    ] (“Executive”) and Builders FirstSource, Inc. (the
“Company”). For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Termination of Employment. The parties agree that Executive’s employment with the Company and all of its affiliates is terminated effective
as of [    ] (the “Termination Date”).

2. Payments Due to Executive. Executive acknowledges receipt of [ ] ($[    ]) from the Company, representing Executive’s accrued but unpaid
Base Salary and accrued unused vacation through the Termination Date. In addition, Executive shall receive (a) his annual bonus (if any) for the fiscal year
completed prior to the Termination Date, to be paid at the same time annual bonuses would have been paid if Executive had continued in employment,
(b) shall receive any vested benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the term thereof, and
(c) any unreimbursed business expenses incurred through the Termination Date. Other than as expressly set forth in this SECTION 2, Executive is not
entitled to any consulting fees, wages, accrued vacation pay, benefits or any other amounts with respect to his employment through the Termination Date.

3. Severance Benefits and Continuing Health Insurance Coverage. In consideration of Executive’s execution and non-revocation of this
Agreement in accordance with its terms, the Company agrees to pay to Executive the amounts provided in SECTION 3.4 of that certain Amended and
Restated Employment Agreement, dated as of ________________, 20__by and between Executive and the Company, which amounts are, to the extent
known, stated on Attachment A hereto.

4. General Release.

(a) Executive, on behalf of Executive, his heirs, executors, personal representatives, administrators and assigns, voluntarily, irrevocably, knowingly
and unconditionally releases, remises and discharges the Company and all of its current and former parents, subsidiaries and affiliates, each of their
respective members, officers, directors, stockholders, partners, employees, agents, representatives, advisors and attorneys, and each of their respective
subsidiaries, affiliates, estates, predecessors, successors and assigns (collectively, the “Company Parties”) from any and all actions, causes of action,
charges, complaints, claims, damages, demands, debts, lawsuits, rights, understandings, obligations, expenses (including attorneys’ fees and costs),
covenants, contracts, promises or liabilities of any kind, nature or description whatsoever, known or unknown, in law or in equity (collectively, the
“Claims”) which Executive or Executive’s heirs, executors, personal representatives, administrators and assigns ever had, now has or may hereafter claim
to have by reason of any matter, cause or thing whatsoever (i) arising from the beginning of time through the date upon which Executive executes this
Agreement, including, without limitation, any such Claims arising out of, relating to or in connection with Executive’s employment or service as a director
with the Company, including tort, fraud, or defamation and arising under federal, local or state statute or regulation, including, without limitation, Title VII
of the Civil Rights Act of 1964, the Americans With Disabilities Act, the Age Discrimination in Employment Act, as amended by the Older Workers
Benefit Protection Act, the Family and Medical Leave Act, the Employee Retirement Income Security Act of 1974, the Civil Rights Act of 1991, the Equal
Pay Act, the Fair labor Standards Act, 42 U.S.C. § 1981, the Texas Labor Code (including, without limitation, the Texas Payday Law, the Texas Anti-
Retaliation Act, Chapter 21 of the Texas Labor Code, and the Texas Whistleblower Act), each as amended and including each of their respective
implementing regulations and/or any other federal, state, local or foreign law (statutory, regulatory or otherwise), that may be legally waived and released;
(ii) arising out of or relating to the termination of Executive’s employment; or (iii) arising under or relating to any policy, agreement, understanding or
promise, written or oral, formal or informal, between the Company or any of the other Company Parties and Executive.
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(b) Executive agrees that there is a risk that each and every injury which he may have suffered by reason of his employment relationship might not
now be known, and there is a further risk that such injuries, whether known or unknown at the date of this Agreement, might become progressively worse,
and that as a result thereof further damages may be sustained by Executive; nevertheless, Executive desires to forever and fully release and discharge the
Company Parties, and he fully understands that by the execution of this Agreement no further claims for any such injuries may ever be asserted.

(c) This general release does not in any way diminish or impair: (i) any Claims Executive may have that cannot be waived under applicable law,
(ii) Executive’s right to enforce this Agreement; (iii) any rights Executive may have to indemnification from personal liability or to protection under any
insurance policy maintained by the Company, including without limitation any general liability, employment practices liability, or directors and officers
insurance policy or any contractual indemnification agreement; (iv) Executive’s right, if any, to government provided unemployment and worker’s
compensation benefits; or (v) Executive’s rights under any Company Executive benefit plans (i.e. health, disability or tax-qualified retirement plans), which
by their explicit terms survive the termination of Executive’s employment

(d) Executive agrees that the consideration set forth in SECTION 3 above shall constitute the entire consideration provided under this Agreement,
and that Executive will not seek from the Company Parties any further compensation or other consideration for any claimed obligation, entitlement,
damage, cost or attorneys’ fees in connection with the matters encompassed by this Agreement.

(e) Executive understands and agrees that if any facts with respect to this Agreement or Executive’s prior treatment by or employment with the
Company are found to be different from the facts now believed to be true, Executive expressly accepts, assumes the risk of, and agrees that this Agreement
shall remain effective notwithstanding such differences. Executive agrees that the various items of consideration set forth in this Agreement fully
compensate for said risks, and that Executive will have no legal recourse against the Company in the event of discovery of a difference in facts.
  

(f) Executive agrees to the release of all known and unknown claims, including expressly the waiver of any rights or claims arising out of the
Federal Age Discrimination in Employment Act, 29 U.S.C. § 621, et seq. (“ADEA”), and in connection with such waiver of ADEA claims, and as
provided by the Older Worker Benefit Protection Act, Executive understands and agrees as follows:

(i) Executive has the right to consult with an attorney before signing this Agreement, and is hereby advised to do so;

(ii) Executive shall have a period of forty-five (45) days from the Termination Date (or from the date of receipt of this Agreement if
received after the Termination Date) in which to consider the terms of the Agreement (the “Review Period”). Executive may at his option execute
this Agreement at any time during the Review Period. If Executive does not return the signed Agreement to the Company prior to the expiration of
the 45-day period, then the offer of severance benefits set forth in this Agreement shall lapse and shall be withdrawn by the Company; and

(iii) Executive may revoke this Agreement at any time during the first seven (7) days following Executive’s execution of this Agreement,
and this Agreement and release shall not be effective or enforceable until the seven-day period has expired (“Revocation Period Expiration
Date”). Notice of a revocation by Executive must be made to the designated representative of the Company (as described below) within the seven
(7) day period after Executive signs this Agreement. If Executive revokes this Agreement, it shall not be effective or enforceable against the
Company Parties. Accordingly, the “Effective Date” of this Agreement shall be on the eighth (8th) day after Executive signs the Agreement and
returns it to the Company, and provided that Executive does not revoke the Agreement during the seven (7) day revocation period.

In the event Executive elects to revoke this release pursuant to SECTION 4(f)(iii) above, Executive shall notify Company by hand-delivery, express courier
or certified mail, return receipt requested, within seven (7) days after signing this Agreement to: ATTN: General Counsel, Builders FirstSource, Inc.,
[ADDRESS]. In the event that Executive exercises his right to revoke this release pursuant to SECTION 4(f)(iii) above, any and all obligations of
Company under this Agreement shall be null and void. Executive agrees that by signing this Agreement prior to the
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expiration of the forty-five (45) day period he has voluntarily waived his right to consider this Agreement for the full forty-five (45) day period. Executive
further agrees that any changes to this Agreement made during the Review Period, whether material or immaterial, shall not restart the 45-
day consideration period.

5. Review of Agreement; No Assignment of Claims. Executive represents and warrants that he (a) has carefully read and understands all of the
provisions of this Agreement and has had the opportunity for it to be reviewed and explained by counsel to the extent Executive deems it necessary, (b) is
voluntarily entering into this Agreement, (c) has not relied upon any representation or statement made by the Company or any other person with regard to
the subject matter or effect of this Agreement, (d) has not transferred or assigned any Claims and (e) has not filed any complaint or charge against any of
the Company Parties with any local, state, or federal agency or court.
  

6. No Claims. Each party represents that it has not filed any Claim against the other Party with any state, federal or local agency or
court; provided, however, that nothing in this Agreement shall be construed to prohibit Executive from filing a Claim, including a challenge to the validity
of this Agreement, with the Equal Employment Opportunity Commission (“EEOC”) or participating in any investigation or proceeding conducted by the
EEOC.

7. Interpretation. This Agreement shall take effect as an instrument under seal and shall be governed and construed in accordance with the laws of
the State of Texas without regard to provisions or principles thereof relating to conflict of laws.

8. Agreement as Defense. This Agreement may be pleaded as a full and complete defense to any subsequent action or other proceeding arising out
of, relating to, or having anything to do with any and all Claims, counterclaims, defenses or other matters capable of being alleged, which are specifically
released and discharged by this Agreement. This Agreement may also be used to abate any such action or proceeding and/or as a basis of a cross complaint
for damages.

9. Nondisclosure of Agreement. The terms and conditions of this Agreement are confidential. Executive agrees not to disclose the terms of this
Agreement to anyone except immediate family members and Executive’s attorneys and financial advisers. Executive further agrees to inform these people
that the Agreement is confidential and must not be disclosed to anyone else. Executive may disclose the terms of this Agreement if compelled to do so by a
court, but Executive agrees to notify the Company immediately if anyone seeks to compel Executive’s testimony in this regard, and to cooperate with the
Company if the Company decides to oppose such effort. Executive agrees that disclosure by Executive in violation of this Agreement would cause so much
injury to the Company that money alone could not fully compensate the Company and that the Company is entitled to injunctive and equitable relief.
Executive also agrees that the Company would be entitled to recover money from Executive if this Agreement were violated.

10. Ongoing Covenants. Executive acknowledges that nothing in this Agreement shall limit or otherwise impact Executive’s continuing
obligations of confidentiality to the Company in accordance with Company policy and applicable law, or any applicable Company policies or agreements
between the Company and Executive with respect to non-competition or non-solicitation, and Executive covenants and agrees to abide by all such
continuing obligations.

11. No Adverse Comments. Executive agrees not to make, issue, release or authorize any written or oral statements, derogatory or defamatory in
nature, about the Company, its affiliates or any of their respective products, services, directors, officers or executives, provided that the foregoing shall not
be violated by truthful testimony in response to legal process, normal competitive statements, rebuttal of statements by the other or actions to enforce his
rights. Nothing herein prohibits Executive from communicating, without notice to or approval by the Company, with any federal government agency about
a potential violation of a federal law or regulation.

12. Integration; Severability. Except with respect to any continuing obligations to the Company, the terms and conditions of this Agreement
constitute the entire agreement between Company and Executive and supersede all previous communications, either oral or written, between the parties
with respect to the subject matter of this Agreement. No agreement or understanding varying or extending the terms of this Agreement shall be binding
upon either party unless in writing signed by or on behalf of such party. In the event that a court finds any portion of this
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Agreement unenforceable for any reason whatsoever, Company and Executive agree that the other provisions of the Agreement shall be deemed to be
severable and will continue in full force and effect to the fullest extent permitted by law.

13. EXECUTIVE ACKNOWLEDGES THE FOLLOWING: HE HAS ENTERED INTO THIS AGREEMENT KNOWINGLY,
VOLUNTARILY AND OF HIS OWN FREE WILL WITH A FULL UNDERSTANDING OF ITS TERMS; HE HAS READ THIS AGREEMENT;
THAT HE FULLY UNDERSTANDS ITS TERMS; THAT EXECUTIVE IS ADVISED TO CONSULT AN ATTORNEY FOR ADVICE; THAT
HE HAS THE RIGHT TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT; THAT HE HAS HAD AMPLE
TIME TO CONSIDER HIS DECISION BEFORE ENTERING INTO THE AGREEMENT; THAT HE IS SATISFIED WITH THE TERMS OF
THIS AGREEMENT AND AGREES THAT THE TERMS ARE BINDING UPON HIM; AND THAT HE HAS BEEN ADVISED BY THE
COMPANY OF HIS ABILITY TO TAKE ADVANTAGE OF THE CONSIDERATION PERIOD AFFORDED BY SECTION 4 ABOVE.

IN WITNESS WHEREOF, the parties have executed this Agreement with effect as of the date first above written.
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SEVERANCE AGREEMENT
ATTACHMENT A

The following severance benefits are payable pursuant to SECTION 3.4 of Executive’s Employment Agreement:
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Exhibit10.29
EMPLOYMENT AGREEMENT

This EMPLOYMENT AGREEMENT (this “Agreement”) between Scott Robins (“Executive”), Builders FirstSource, Inc., a Delaware corporation (the
“Company”), is entered into as January 31, 2022 and is effective as of January 1, 2021 (the “Effective Date”).

RECITALS

WHEREAS, the Company and Executive are parties to that certain Employment Agreement dated as of February 20, 2018 (the “Prior
Employment Agreement”);

WHEREAS, the Company and Executive desire to terminate the Prior Employment Agreement, effective as of the Effective Date; and

WHEREAS, as of the Effective Date, this Agreement shall supersede and replace in its entirety the Prior Employment Agreement, and this
Agreement shall set forth the terms and conditions of Executive’s employment with the Company from and after the Effective Date.

NOW, THEREFORE, in consideration of the promises and mutual covenants contained herein, the Company and Executive hereby agree as
follows:

SECTION 1

EMPLOYMENT TERMS

1.1 Employment. The Company hereby agrees to employ Executive pursuant to the terms of this Agreement, and Executive hereby accepts such
employment by the Company, effective as of the Effective Date, for the period and upon the terms and conditions contained in this Agreement.

1.2 Position and Duties. Executive is hereby employed as of the Effective Date to serve as the President – West Division of the Company.  In his
capacity as President – West Division of the Company, Executive shall have all of the powers, duties and responsibilities commensurate with such position
as shall be assigned to him by the Chief Executive Officer of the Company.  In his capacity as President – West Division of the Company, Executive will
report directly to the Chief Executive Officer of the Company.

Executive shall devote Executive’s full business time and attention and full diligence and vigor and good faith efforts to the affairs of the Company.
Executive shall not engage in any other material business duties or pursuits or render any services of a professional nature to any other entity or person, or
serve on any other board of directors (other than a not-for-profit board of directors, and then only to the extent it does not interfere with his duties to the
Company), without the prior written consent of the Company’s Board of Directors (the “Board”) or a committee designated by the Board to approve such
matters.

1.3 Term. Executive’s employment under this Agreement shall commence on the Effective Date and shall continue for an indefinite term, until
terminated in accordance with SECTION 3 below. Certain provisions, however, as more fully set forth in SECTION 4, SECTION 5 and SECTION 6
below, continue in effect beyond the date of the termination of Executive’s employment (the “Termination Date”).  Executive agrees that, effective as of
the applicable Termination Date, Executive shall resign from all positions held by Executive as an officer, director or otherwise with respect to the
Company or any member of the Company Group (as defined below).

SECTION 2

COMPENSATION AND BENEFITS

2.1 Compensation.
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(a) Base Salary. The Company shall pay to Executive an annual base salary at the rate not less than $525,000 each calendar year (“Base
Salary”), payable in accordance with the Company’s ordinary payroll and withholding practices from time to time in effect for its employees. During the
term of employment hereunder, Executive’s salary shall be reviewed from time to time (but no less than annually) to determine whether an increase (not
decrease) in Executive’s salary is appropriate. Any such increase shall be at the sole discretion of the Board, or where required, the Compensation
Committee of the Board, and thereafter any such increased amount shall be Executive’s “Base Salary” for all purposes.

(b) Annual Cash Bonus. During the term of employment, Executive shall be eligible to participate under the Company’s annual incentive
program for executive officers, as in effect and from time to time adopted by the Board (the “Incentive Plan”) for the award of an annual cash bonus
(“Annual Cash Bonus”). The Annual Cash Bonus shall be determined based on a target bonus equal to 100% of Base Salary (the “Target Bonus”).
Payment of the Annual Cash Bonus, if any, shall be made pursuant to the terms and conditions of the Incentive Plan.

(c) Annual Equity Grant. During the term of employment, Executive shall be eligible to participate under the applicable equity plan of
the Company then in effect, as amended from time to time, or any successor plans (collectively, the “Company Equity Plan”), for the award of an annual
grant of equity thereunder (the “Annual Equity Grant”). The actual award and amount of any Annual Equity Grant will be determined by the Board or the
Compensation Committee of the Board in accordance with the terms of the applicable Company Equity Plan and subject to the provisions thereof.  

2.2 Benefits.

(a) Generally. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable benefits plans, policies or
contracts, in all employee benefits programs that the Company may adopt for its employees generally providing for sick or other leave, vacation, group
health, disability and life insurance benefits. Executive shall be eligible to participate in the Company’s 401(k) plan on the terms and conditions and
qualifications of such plan from time to time in effect, with a Company match (if any) no less favorable than that provided to any other Company
executives. Executive shall be entitled to four (4) weeks of paid vacation for each full calendar year of employment, to be accrued in accordance with the
Company’s regular vacation pay policy.

(b) Executive. Executive shall be eligible to participate, to the extent it is legal and permitted by the applicable plans, policies or
contracts, in all benefits or fringe benefits which are in effect generally for the Company’s executive personnel from time to time.

2.3 Expense Reimbursement. The Company shall pay or reimburse Executive for all reasonable expenses incurred in connection with performing
his duties upon presentation of documents in accordance with the reasonable procedures established by the Company.

SECTION 3

TERMINATION

3.1 By the Company:

(a) For Cause. The Company shall have the right at any time, exercisable upon written notice, to terminate Executive’s employment for
Cause. As used in this Agreement, “Cause” shall mean that Executive:

(i) has committed any act or omission that results in, or that may reasonably be expected to result in, a conviction, plea of no
contest or imposition of unadjudicated probation for any felony or crime involving moral turpitude;

(ii) has committed any act of fraud, embezzlement or misappropriation, or engaged in material misconduct or breach of fiduciary
duty against the Company (or any predecessor thereto or successor thereof);
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(iii) has willfully failed to substantially perform such duties as are reasonably assigned to him under this Agreement;

(iv) has unlawfully used (including being under the influence) or possessed illegal drugs on the Company’s premises or while
performing his duties and responsibilities for the Company;

(v) materially fails to perform Executive’s duties required under Executive’s employment by or other relationship with the
Company (it being agreed that failure of the Company to achieve operating results or similar poor performance of the Company shall not, in and of itself,
be deemed a failure to perform Executive’s duties);

(vi) fails to comply with a lawful directive of the Board or Chief Executive Officer that is consistent with the Company’s
business practices and Code of Ethics;
  

(vii) engages in (A) willful misconduct for which Executive receives a material and improper personal benefit at the expense of
the Company, or (B) accidental misconduct resulting in such a benefit which Executive does not promptly report to the Company and redress promptly
upon becoming aware of such benefit;

(viii) in carrying out his duties under this Agreement, has engaged in acts or omissions constituting gross negligence or willful
misconduct resulting in, or which, in the good faith opinion of the Board, could be expected to result in, substantial economic harm to the Company;

(ix) has failed for any reason to correct, cease or alter any action or omission that (A) materially violates or does not conform
with the Company’s policies, standards or regulations (including, without limitation, any Company policy or rule related to discrimination or sexual and
other types of harassment or abusive conduct), (B) constitutes a material breach of this Agreement, including SECTION 4, or (C) constitutes a material
breach of his duty of loyalty to the Company; or

(x) has disclosed any Proprietary Information (as defined below) without authorization from the Board, except as otherwise
permitted by this Agreement, another agreement between the parties or any Company policy in effect at the time of disclosure.

For purposes of the definition of “Cause”, “Company” shall include any subsidiary, business unit or affiliate of the Company. The Company shall provide
written notice to Executive of any act or omission that the Company believes constitutes grounds for “Cause” pursuant to clause (v), (vi), (vii)(B) or
(ix) above, and no such act or omission shall constitute “Cause” unless Executive fails to remedy such act or omission within ten (10) days of the receipt of
such notice; provided that such ten (10) day cure period shall not apply with respect to any matter that is incapable of cure within such period.

(b) Without Cause. The Company may terminate Executive’s employment under this Agreement at any time without Cause. As used in
this Agreement, a termination without Cause shall mean the termination of Executive’s employment by the Company other than for Cause pursuant to
SECTION 3.1(a) above.

3.2 By Executive:

(a) Without Good Reason. Executive may terminate his employment under this Agreement at any time without Good Reason. As used in
this Agreement, a termination without Good Reason shall mean termination of Executive’s employment by Executive other than for Good Reason pursuant
to SECTION 3.2(b) below.

(b) For Good Reason. Executive shall have the right at any time to resign his employment under this Agreement for Good Reason. As
used in this Agreement, “Good Reason” shall mean the occurrence of any of the following events, without Executive’s consent: (i) a material diminution in
Executive’s Base Salary or Target Bonus, in each case, other than as part of any across-the-board proportionate reduction applying to all senior executives
of the Company, (ii) a material diminution in Executive’s title, authority, duties and responsibilities as compared to Executive’s title, authority, duties and
responsibilities set forth herein (a “Material Diminution”) (for the sake of clarity, (A) a change in reporting structure by itself does not constitute a Material
Diminution, (B) a
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change to a different position that is of comparable status within the Company does not constitute a Material Diminution, (C) any changes generally
implemented with regard to a broad group of senior executives does not constitute a Material Diminution, and (D) any change consented to by Executive is
not a Material Diminution), (iii) any material breach by the Company or any member of the Company Group (as defined below) of this Agreement,
(iv) there is a Change in Control and the successor to the Company, if applicable, does not assume and continue this Agreement, and (v) except as required
by Section 1.4, any requirement by the Company that Executive relocate his personal residence to any city more than one hundred (100) miles from (a)
Denver, Colorado or (b) Dallas, Texas if Executive has relocated his personal residence to the greater Dallas, Texas metropolitan area.

Notwithstanding the foregoing, no event shall be a Good Reason event unless (i) Executive gives the Company written notice that he is resigning for Good
Reason within ninety (90) days of the first occurrence of the Good Reason event, and (ii) the Company (A) accepts such resignation, (B) does not cure such
Good Reason event, or (C) disputes the existence of Good Reason, in each case within thirty (30) days of receiving such notice, and in the case of clauses
(A) and (B) Executive’s resignation for Good Reason shall become effective as of the earlier of (x) the date the Company accepts such resignation, or
(y) the expiration of the thirty day cure period (provided the Company has not cured the Good Reason event) and in the case of clause (C) shall become
effective only if Good Reason is ultimately determined to exist upon final resolution of the Company’s dispute of his resignation by a court of competent
jurisdiction or otherwise.

(c) The term “Change in Control” shall have the meaning set forth in the Company’s 2014 Incentive Plan, as may be amended from
time to time.

3.3 Compensation Upon Termination. Upon termination of Executive’s employment with the Company, the Company’s obligation to pay
compensation and benefits under SECTION 2 shall terminate, except that the Company shall pay to Executive or, if applicable, Executive’s heirs, all
earned but unpaid Base Salary under SECTION 2.1(a) and accrued but unused vacation under SECTION 2.2, in each case, through the Termination Date
and Executive’s unreimbursed expenses incurred through the Termination Date in accordance with SECTION 2.3. In addition, Executive shall be entitled to
receive (i) any vested amounts or benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the terms thereof,
and (ii) other than on an involuntary termination by the Company for Cause or a voluntary termination by Executive without Good Reason (for the
avoidance of doubt, for purposes of this subsection, a termination due to Executive’s death shall not constitute a termination for Good Reason”), his Annual
Cash Bonus for any completed fiscal year to the extent earned for such fiscal year and if such bonus has not previously been paid for such completed fiscal
year, at the same time such Annual Cash Bonus would have been paid if Executive had continued in employment (it being understood that in the event of
any such termination Executive is not entitled to an Annual Bonus for the then-current Fiscal Year). If the Company terminates Executive’s employment
without Cause or if Executive terminates his employment for Good Reason, then, in addition, to the foregoing compensation, upon execution and delivery
(and non-revocation) by Executive of the Separation Agreement and General Release as set forth in SECTION 6.10, the Company shall pay severance
benefits pursuant to SECTION 3.4 below. No other payments or compensation of any kind shall be paid in respect of Executive’s employment with or
termination from the Company, except as contemplated in Section 3.4(d) set forth below. Notwithstanding any contrary provision contained herein, in the
event of any termination of Executive’s employment, the exclusive remedies available to Executive shall be the amounts due under this SECTION 3, which
are in the nature of liquidated damages, and are not in the nature of a penalty.

3.4 Severance Benefits.

(a) Termination without Cause or for Good Reason. Subject to the terms and conditions of eligibility for Executive’s receipt of severance
benefits under this Agreement, including the timely execution and delivery (and non-revocation) by Executive of the Separation Agreement and General
Release as set forth in SECTION 6.10, if the Company terminates Executive’s employment without Cause or Executive terminates his employment for
Good Reason, the Company shall pay to Executive, as severance benefits, which amounts are in addition to the Compensation upon Termination set forth in
SECTION 3.3 herein:
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(i) An amount equal to 100% of his Base Salary which shall be paid to Executive on a salary continuation basis according to the
Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event less
frequently than monthly.

(ii) An amount equal to 100% of Executive’s Target Bonus, which shall be paid to Executive in equal installments according to
the Company’s normal payroll practices over the twelve (12) month period following the date Executive incurs a Separation from Service, but in no event
less frequently than monthly.

(iii) Subject to (1) Executive’s timely election of continuation coverage under the Consolidated Omnibus Budget Reconciliation
Act of 1985, as amended (“COBRA”), and (2) Executive’s continued copayment of premiums at the same level and cost to Executive as if Executive were
an employee of the Company (excluding, for purposes of calculating cost, an employee’s ability to pay premiums with pre-tax dollars), continued
participation in the Company’s group health plan (to the extent permitted under applicable law and the terms of such plan) which covers Executive (and
Executive’s eligible dependents) for a period of twelve (12) months at the Company’s expense, provided that Executive is eligible and remains eligible for
COBRA coverage. The Company may modify its obligation under this SECTION 3.4(a)(iii) to the extent reasonably necessary to avoid any penalty or
excise taxes imposed on it in connection with the continued payment of premiums by the Company under the Patient Protection and Affordable Care Act of
2010, as amended, or other applicable law.

(b) Notwithstanding any other provision of this Agreement, any severance benefits that would otherwise have been paid before the
Company’s first normal payroll payment date falling on or after the sixtieth (60th) day after the date on which Executive incurs a Separation from Service
(the “First Payment Date”) shall be made on the First Payment Date. Each separate severance installment payment and each other payment that Executive
may be eligible to receive under this Agreement shall be a separate payment under this Agreement for all purposes.

(c) Executive shall have no duty or obligation to mitigate the amounts due under SECTION 3.4(a) above and any amounts earned by
Executive from other employment shall not be offset or reduce the amounts due hereunder.

(d) If Executive’s employment is terminated on or prior to June 30, 2022 and Executive’s restricted stock units issued prior to December
15, 2020 are accelerated as a result of such termination, then Executive will not be entitled to receive an amount equal to 100% of Executive’s Target
Bonus as set forth in Section 3.4(a)(ii) above.

SECTION 4

CERTAIN AGREEMENTS

4.1 Confidentiality. Executive acknowledges that the Company owns and shall own and has developed and shall develop proprietary information
concerning its business and the business of its subsidiaries and affiliates and each of their employees, customers and clients (“Proprietary Information”).
Such Proprietary Information includes, among other things, trade secrets, financial information, product plans, customer lists, marketing plans, systems,
manuals, training materials, forecasts, inventions, improvements, know-how and other intellectual property, in each case, relating to the Company’s
business. Executive shall, at all times, both during employment by the Company and thereafter, keep all Proprietary Information in confidence and trust and
shall not use or disclose any Proprietary Information without the written consent of the Company, except as necessary in the ordinary course of Executive’s
duties. Executive shall keep the terms of this Agreement in confidence and trust and shall not disclose such terms, except to Executive’s family,
accountants, financial advisors, or attorneys, or as otherwise authorized or required by law. The parties acknowledge that pursuant to the Defend Trade
Secrets Act of 2016 (the “DTSA”), an individual may not be held criminally or civilly liable under any Federal or state trade secret law for disclosure of a
trade secret that (i) is made (A) in confidence to a Federal, state or local governmental authority, either directly or indirectly, or to an attorney; and
(B) solely for the purpose of reporting or investigating a suspected violation of applicable law; or (ii) is made in a complaint or other document filed in a
lawsuit or other proceeding, if such filing is made under seal. Nothing in this Agreement or any other agreement Executive has with the Company
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or any of its affiliates is intended to conflict with the DTSA or create liability for disclosures of trade secrets that are expressly allowed by such section.
Under the DTSA, any employee, contractor, or consultant who is found to have wrongfully misappropriated trade secrets (as the terms “misappropriate”
and “trade secret” are defined in the DTSA) may be liable for, among other things, exemplary damages and attorneys’ fees. Further, nothing in this
Agreement or any other agreement Executive has with the Company or any of its affiliates will prohibit or restrict Executive from making any voluntary
disclosure of information or documents related to any violation of law to any governmental agency or legislative body, or any self-regulatory organization,
in each case, without advance notice to the Company.
 

4.2 Company Property. Executive recognizes that all Proprietary Information, however stored or memorialized, and all identification cards, keys,
flash drives, computers, mobile phones, Personal Data Assistants, telephone numbers, access codes, marketing materials, documents, records and other
equipment or property which the Company provides are the sole property of the Company. Upon termination of employment, Executive shall (1) refrain
from taking any such property from the Company’s premises, and (2) return any such property in Executive’s possession within ten (10) business days.

4.3 Assignment of Inventions to the Company. Executive shall promptly disclose to the Company all improvements, inventions, formulas,
processes, computer programs, know-how and trade secrets developed, whether or not patentable, made or conceived or reduced to practice or developed
by Executive, either alone or jointly with others, during and related to Executive’s employment and the Company’s business or while using the Company’s
equipment, supplies, facilities or trade secret information (collectively, “Inventions”). All Inventions and other intellectual property rights shall be the sole
property of the Company and shall be “works made for hire.” Executive hereby assigns to the Company any rights Executive may have or acquire in all
Inventions and agrees to perform, during and after employment with the Company, at the Company’s expense including reasonable compensation to
Executive, all acts reasonably necessary by the Company in obtaining and enforcing intellectual property rights with respect to such Inventions. Executive
hereby irrevocably appoints the Company and its officers and agents as Executive’s attorney-in-fact to act for and in Executive’s name and stead with
respect to such Inventions.

SECTION 5

COVENANT NOT TO ENGAGE IN CERTAIN ACTS

5.1 General. Executive understands and agrees that Executive shall hold a position of significant trust and, in such position of significant trust, shall
provide services and have responsibility with respect to the Company and all of its subsidiaries and affiliates (collectively, the “Company Group”),
including, without limitation, contributing to the acquisition and retention of customers and the generation of goodwill. Executive further understands and
agrees that Executive will develop, access and use Proprietary Information for the benefit of the Company Group. The parties understand and agree that the
purpose of the restrictions contained in SECTION 4 and this SECTION 5 is to protect the goodwill and other legitimate business interests of the Company
(including its Proprietary Information), and that the Company would not have entered into this Agreement in the absence of such restrictions. Executive
acknowledges and agrees that the restrictions are reasonable and do not, and will not, unduly impair his ability to make a living after the termination of his
employment with the Company. The provisions of SECTION 4 and SECTION 5 shall survive the expiration or sooner termination of this Agreement.
  

5.2 Non-Compete; Non-Interference; Non-Solicit. During the term of employment and for a period of twelve (12) months after the Termination
Date Executive shall not, whether for Executive’s own account or for any other Person, directly or indirectly, with or without compensation:

(a) own, manage, operate, control or participate in the ownership, management, operation or control of, or be employed or engaged in a
senior management role by, any corporation, limited liability company, partnership, joint venture, proprietorship or other business entity or organization
that engages in or plans to engage in the business of (i) supplying, distributing, manufacturing, designing, constructing and/or installing structural and
related building products, including, without limitation, prefabricated components, roof and floor trusses, wall panels, stairs, windows, doors, millwork,
lumber products, roofing, insulation, hardware and other building products
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and/or (ii) providing services to customers in connection with any of the foregoing or otherwise related to residential homebuilding, in each case, (i) and (ii)
anywhere in the United States (a “Competing Business”).

(b) solicit, or call upon or otherwise attempt to solicit, on behalf of any Competing Business, any of the customers, prospective
customers, vendors or suppliers of Company Group;

(c) divert or take away, or attempt to divert or take away, any existing business of the Company Group;

(d) induce or entice, or seek to induce or entice, or otherwise interfere with, the Company Group’s business relationship with, any
customer of the Company Group;

(e) advance credit or lend money to any third party for the purpose of establishing or operating any Competing Business; or

(f) with respect to any substantially full time independent contractor of the Company Group, employee of the Company Group or
individual who was, at any time during the three months prior to the Termination Date, an employee of the Company Group: (A) hire or retain, or attempt
to hire or retain, such individual to provide services for any third party; or (B) entice away or in any manner persuade or attempt to persuade, such
individual to (1) terminate and/or leave his employment or engagement, (2) accept employment with any person or entity other than a member of the
Company Group, or (3) terminate his relationship with the Company Group or devote less of his business time to the Company Group.

Notwithstanding the foregoing, nothing in this SECTION 5.2 will prohibit Executive from acquiring or holding not more than two percent (2%) of any
class of publicly traded securities.

5.3 Cessation/Reimbursement of Payments. Notwithstanding anything to the contrary in this Agreement, if Executive violates any provision of
SECTION 4 or SECTION 5, the Company may, upon giving written notice to Executive, immediately terminate Executive’s employment with the
Company for Cause or, in the event the violation occurs following the Termination Date, cease all payments and benefits that it may be providing to
Executive pursuant to SECTION 3, and Executive shall be required to reimburse the Company for any payments received from the Company pursuant to
SECTION 3; provided, however, that the foregoing shall be in addition to such other remedies as may be available to the Company and shall not be
deemed to permit Executive to forego or waive such payments in order to avoid his obligations under SECTION 4 or SECTION 5; and provided, further,
that any release of claims by Executive pursuant to SECTION 6.10 shall continue in effect.

5.4 Survival; Injunctive Relief. Executive agrees that the provisions of SECTION 4 and SECTION 5 shall survive the termination of this
Agreement and the termination of Executive’s employment. Executive acknowledges that a breach by him of the covenants contained in SECTION 4 or
SECTION 5 cannot be reasonably or adequately compensated in damages in an action at law and that such breach will cause the Company immeasurable
and irreparable injury and damage. Executive further acknowledges that he possesses unique skills, knowledge and ability and that competition in violation
of SECTION 4 or SECTION 5 would be extremely detrimental to the Company. By reason thereof, each of the Company and Executive agrees that the
other shall be entitled, in addition to any other remedies it may have under this Agreement, at law or in equity, or otherwise, to temporary, preliminary
and/or permanent injunctive and other equitable relief to prevent or curtail any actual or threatened violation of SECTION 4 or SECTION 5, without proof
of actual damages that have been or may be caused to the Company by such breach or threatened breach, and waives to the fullest extent permitted by law
the posting or securing of any bond by the other party in connection with such remedies.

SECTION 6

MISCELLANEOUS

7
 



 

6.1 Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be mailed by certified or registered
mail, postage prepaid, with return receipt requested, telecopy (with hard copy delivered by overnight courier service), or delivered by hand, messenger or
overnight courier service, and shall be deemed given when received at the addresses of the parties set forth below, or at such other address furnished in
writing to the other parties hereto:
 

To the Company:
 

Builders FirstSource, Inc.
Attn: General Counsel
2001 Bryan Street, Suite 1600
Dallas, Texas 75201

 
To Executive:     at the home address of Executive maintained in the human resource records of the Company.

 

6.2 Severability. The parties agree that it is not their intention to violate any public policy or statutory or common law. In the event that any
provision or portion of this Agreement shall be determined to be invalid or unenforceable for any reason, in whole or in part, the remaining provisions of
this Agreement shall be unaffected thereby and shall remain in full force and effect to the fullest extent permitted by law. Without limiting the foregoing, if
any portion of SECTION 5 is held to be unenforceable, the maximum enforceable restriction of time, scope of activities and geographic area will be
substituted for any such restrictions held unenforceable.
  

6.3 Governing Law. This Agreement shall be governed by and construed and enforced in accordance with the laws of the State of Delaware
without regard to its principles of conflicts of laws. Executive: agrees to submit to the jurisdiction of the State of Delaware; agrees that any dispute
concerning this Agreement shall be brought exclusively in a state or federal court of competent jurisdiction in Delaware; and agrees that other than disputes
involving SECTION 4 or SECTION 5, all disputes shall be settled through arbitration pursuant to SECTION 6.15. Executive waives any and all objections
to jurisdiction or venue.

6.4 Survival. The covenants and agreements of the parties set forth in SECTIONS 4, 5 and 6 are of a continuing nature and shall survive the
expiration, termination or cancellation of this Agreement, irrespective of the reason therefor.

6.5 Entire Agreement. This Agreement contains the entire understanding between the parties hereto with respect to the terms of employment,
compensation, benefits, and covenants of Executive, and supersede all other prior and contemporaneous agreements and understandings, inducements or
conditions, express or implied, oral or written, between Executive and the Company relating to the subject matter of the Agreement, which such other prior
and contemporaneous agreements and understandings, inducements or conditions shall be deemed terminated effective on the Effective Date, including
without limitation, the Prior Employment Agreement. For the avoidance of doubt, the parties agree that any and all indemnification agreements between
Executive and the Company shall continue in full force unimpaired by this Agreement

6.6 Binding Effect, Etc. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and the
Company’s successors and assigns, including any direct or indirect successor by purchase, merger, consolidation, reorganization, liquidation, dissolution,
winding up or otherwise with respect to all or substantially all of the business or assets of the Company, and Executive’s spouse, heirs, and personal and
legal representatives.

6.7 Counterparts; Amendment. This Agreement may be executed in one or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument. This Agreement may be amended or modified only by written instrument duly executed by the
Company and Executive.

6.8 Voluntary Agreement. Executive has read this Agreement carefully, has had the opportunity to seek advice of counsel and understands and
accepts the obligations that it imposes upon Executive without reservation. No other
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promises or representations have been made to Executive to induce Executive to sign this Agreement. Executive is signing this Agreement voluntarily and
finely.

6.9 Successors and Assigns. This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective successors,
assigns (including any direct or indirect successor, spouses, heirs and personal and legal representatives). Any such successor or assign of the Company
shall be included in the term “Company” as used in this Agreement.
  

6.10 Release of Claims. In consideration for the compensation and other benefits provided pursuant to this Agreement, Executive agrees to execute
a “Separation Agreement and General Release” to be presented by the Company substantially in the form of Exhibit A attached hereto. The Company’s
obligation to pay severance benefits pursuant to SECTION 3.4 is expressly conditioned on Executive’s execution and delivery of such Separation
Agreement and General Release no later than forty-five (45) days after the date Executive incurs a Separation from Service without revoking it for a period
of seven (7) days following delivery. Executive’s failure to execute and deliver such Separation Agreement and General Release within such forty-five
(45) day time period (or Executive’s subsequent revocation of such Separation Agreement and General Release) will void the Company’s obligation to pay
severance benefits under this Agreement

6.11 Withholding. All compensation payable to Executive pursuant to this Agreement will be subject to any applicable statutory withholding taxes
and such other taxes as are required or permitted under applicable law and such other deductions or withholdings as authorized by Executive to be collected
with respect to compensation paid to Executive.

6.12 In-kind Benefits and Reimbursements. Notwithstanding anything to the contrary in this Agreement, in-kind benefits and reimbursements
provided under this Agreement during any tax year of Executive shall not affect in-kind benefits or reimbursements to be provided in any other tax year of
Executive, except for the reimbursement of medical expenses referred to in Section 105(b) of the Internal Revenue Code, as amended (“Code”), and are not
subject to liquidation or exchange for another benefit. Notwithstanding anything to the contrary in this Agreement, reimbursement requests must be timely
submitted by Executive and, if timely submitted, reimbursement payments shall be made to Executive as soon as administratively practicable following
such submission, but in no event later than December 31st of the calendar year following the calendar year in which the expense was incurred. In no event
shall Executive be entitled to any reimbursement payments after December 31st of the calendar year following the calendar year in which the expense was
incurred. This SECTION 6.12 shall apply only to in-kind benefits and reimbursements that would result in taxable compensation income to Executive.

6.13 Section 409A The intent of the parties is that payments and benefits under this Agreement be exempt from, or comply with, Section 409A of
the Code (and the rules and regulations promulgated thereunder) (“Section 409A”), and accordingly, to the maximum extent permitted, this Agreement
shall be interpreted and administered to be in accordance therewith. Notwithstanding anything contained herein to the contrary, Executive shall not be
considered to have terminated employment with the Company for purposes of any payments under this Agreement which are subject to Section 409A until
Executive would be considered to have incurred a “separation from service” from the Company within the meaning of Section 409A. Each amount to be
paid or benefit to be provided under this Agreement shall be construed as a separate identified payment for purposes of Section 409A, and any payments
described in this Agreement that are due within the “short term deferral period” as defined in Section 409A, or otherwise satisfying an exception under
Section 409A, shall not be treated as deferred compensation unless applicable law requires otherwise. Without limiting the foregoing and notwithstanding
anything contained herein to the contrary, to the extent required in order to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
that would otherwise be payable and benefits that would otherwise be provided pursuant to this Agreement during the six (6)-month period immediately
following Executive’s separation from service shall instead be paid on the first business day after the date that is six (6) months following Executive’s
separation from service (or, if earlier, death). To the extent required to avoid accelerated taxation and/or tax penalties under Section 409A, amounts
reimbursable to Executive under this Agreement shall be paid to Executive on or before the last day of the year following the year in which the expense
was incurred and the amount of expenses eligible for reimbursement (and in-kind benefits provided) during any one year may not effect amounts
reimbursable or provided in any subsequent year. In no event shall the timing of Executive’s execution of a Separation Agreement and General Release
pursuant to SECTION 6.10 result, directly or indirectly, in Executive
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designating the calendar year of any payment hereunder, and, to the extent required by Section 409A, if a payment hereunder that is subject to execution of
a Separation Agreement and General Release could be made in more than one taxable year, payment shall be made in the later taxable year.
Notwithstanding anything to the contrary in this Agreement or any other agreement by and between Executive and any member of the Company Group, to
the extent that (i) this Agreement provides for the vesting and settlement of any equity award held by Executive and (ii) such equity award constitutes
nonqualified deferred compensation subject to Section 409A, such equity award shall be settled at the earliest time that will not trigger a Tax or penalty
under Section 409A. The Company makes no representation that any or all of the payments described in this Agreement shall be exempt from or comply
with Section 409A and makes no undertaking to preclude Section 409A from applying to any such payment.

6.14 Indemnification, etc. The Company shall provide an indemnification agreement by which it shall indemnify and hold harmless Executive to
the fullest extent permitted by law for any action or inaction Executive takes in good faith with regard to the Company or parent or any benefit plan of
either, in accordance with the Company’s Certificate of Incorporation and By-laws. Further, the Company shall cover Executive on its directors’ and
officers’ liability insurance policies to no less extent than that which covers any other officer or director of the Company.

6.15 Arbitration. Except with respect to the Company’s enforcement of the covenants in SECTION 4 and SECTION 5, in the event that either
Executive or the Company (or their successor and assigns, or any other person claiming benefits on behalf of or through them) has a dispute, claim,
question, or disagreement arising from or relating to this Agreement or the breach thereof, the parties hereto shall use their best efforts to settle the dispute,
claim, question, or disagreement. To this effect, they shall consult and negotiate with each other in good faith and, recognizing their mutual interests,
attempt to reach a just and equitable solution satisfactory to both parties. If the parties do not reach such solution within a period of 60 days, then, upon
written notice by either party to the other, all such disputes, claims, questions, or differences shall be finally settled by confidential binding arbitration
administered by the American Arbitration Association in accordance with the provisions of its Employment Arbitration Rules, unless such claim is
precluded by law from being settled through arbitration. Such arbitration shall take place in Dallas, Texas. Any arbitrator selected by the parties to arbitrate
any such dispute shall have practiced predominately in the field of employment law for no less than ten years. The arbitrator will have the power to
interpret this Agreement. Any determination or decision by the arbitrator shall be binding upon the parties and may be enforced in any court of law. The
parties agree that this arbitration provision does not apply to the right of Executive to file a charge, testify, assist or participate in any manner in an
investigation, hearing or proceeding before the Equal Employment Opportunity Commission or any other agency pertaining to any matters covered by this
Agreement and within the jurisdiction of the agency. Both parties agree that this arbitration clause has been bargained for by the parties upon advice of their
respective counsel.

6.16 Code Section 280G. Notwithstanding any other provision of this Agreement, if it is determined that the benefits or payments payable under
this Agreement, taking into account other benefits or payments provided under other plans, agreements or arrangements, constitute Parachute Payments that
would subject Executive to tax under Section 4999 of the Code, it must be determined whether Executive will receive the total payments due or the
Reduced Amount. Executive will receive the Reduced Amount if the Reduced Amount results in equal or greater Net After Tax Receipts than the Net After
Tax Receipts that would result from Executive receiving the total payments due.

If it is determined that the total payments should be reduced to the Reduced Amount, the Company must promptly notify Executive of that determination,
including a copy of the detailed calculations by an accounting firm or other professional organization qualified to make the calculation that was selected by
the Company and acceptable to Executive (the “Accounting Firm”). The Company shall pay the fees and expenses of the Accounting Firm. All
determinations made by the Accounting Firm under this SECTION 6.16 are binding upon the Company and Executive, subject to any differing
determination by the Internal Revenue Service.

It is the intention of the Company and Executive to reduce the payments under this Agreement and any other plan, agreement or arrangement only if the
aggregate Net After Tax Receipts to Executive would thereby be increased.

If it is determined that the total payments should be reduced to the Reduced Amount, any reduction shall be in the order that would provide Executive with
the largest amount of Net After Tax Receipts (subject to the remainder of
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this sentence, pro rata if two alternatives provide the same result) and shall, to the extent permitted by Code Section 280G and 409A be designated by
Executive. Executive shall at any time have the unilateral right to forfeit any equity grant in whole or in part.

For purposes of this Agreement, the term “Net After Tax Receipt” means the Present Value of the total payments or the Reduced Amount, as applicable,
net of all federal, state and local income and payroll taxes imposed on Executive, including Section 4999 of the Code, determined by applying the highest
marginal rate of income taxes which applied to Executive’s taxable income for the immediately preceding taxable year. For purposes of this Agreement, the
term “Parachute Payment” means a payment (under this Agreement or any other plan, agreement or arrangement) that is described in Section 280G(b)(2)
of the Code, determined in accordance with Section 280G of the Code and the regulations thereunder. For purposes of this Agreement, the term “Present
Value” means the value determined in accordance with Section 280G(d)(4) of the Code and the regulations thereunder. For purposes of this Agreement, the
term “Reduced Amount” means the largest amount of Parachute Payments that is less than the total Parachute Payments and that may be paid to Executive
without subjecting Executive to tax under Section 4999 of the Code.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties have executed this Agreement as of the date first above written.
 
   
COMPANY  EXECUTIVE:
   
BUILDERS FIRSTSOURCE, INC.
 

  

    
By: /s/ Timothy D. Johnson  /s/ Scott Robins
Name: Timothy D. Johnson  Scott Robins
Its: Executive Vice President & General Counsel   
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EXHIBIT A

SEPARATION AGREEMENT AND GENERAL RELEASE

This Separation Agreement and General Release (this “Agreement”) is made as of by and between [    ] (“Executive”) and Builders FirstSource, Inc. (the
“Company”). For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties agree as follows:

1. Termination of Employment. The parties agree that Executive’s employment with the Company and all of its affiliates is terminated effective
as of [    ] (the “Termination Date”).

2. Payments Due to Executive. Executive acknowledges receipt of [ ] ($[    ]) from the Company, representing Executive’s accrued but unpaid
Base Salary and accrued unused vacation through the Termination Date. In addition, Executive shall receive (a) his annual bonus (if any) for the fiscal year
completed prior to the Termination Date, to be paid at the same time annual bonuses would have been paid if Executive had continued in employment,
(b) shall receive any vested benefits due under any tax-qualified retirement or group insurance plan or program in accordance with the term thereof, and
(c) any unreimbursed business expenses incurred through the Termination Date. Other than as expressly set forth in this SECTION 2, Executive is not
entitled to any consulting fees, wages, accrued vacation pay, benefits or any other amounts with respect to his employment through the Termination Date.

3. Severance Benefits and Continuing Health Insurance Coverage. In consideration of Executive’s execution and non-revocation of this
Agreement in accordance with its terms, the Company agrees to pay to Executive the amounts provided in SECTION 3.4 of that certain Amended and
Restated Employment Agreement, dated as of ________________, 20__by and between Executive and the Company, which amounts are, to the extent
known, stated on Attachment A hereto.

4. General Release.

(a) Executive, on behalf of Executive, his heirs, executors, personal representatives, administrators and assigns, voluntarily, irrevocably, knowingly
and unconditionally releases, remises and discharges the Company and all of its current and former parents, subsidiaries and affiliates, each of their
respective members, officers, directors, stockholders, partners, employees, agents, representatives, advisors and attorneys, and each of their respective
subsidiaries, affiliates, estates, predecessors, successors and assigns (collectively, the “Company Parties”) from any and all actions, causes of action,
charges, complaints, claims, damages, demands, debts, lawsuits, rights, understandings, obligations, expenses (including attorneys’ fees and costs),
covenants, contracts, promises or liabilities of any kind, nature or description whatsoever, known or unknown, in law or in equity (collectively, the
“Claims”) which Executive or Executive’s heirs, executors, personal representatives, administrators and assigns ever had, now has or may hereafter claim
to have by reason of any matter, cause or thing whatsoever (i) arising from the beginning of time through the date upon which Executive executes this
Agreement, including, without limitation, any such Claims arising out of, relating to or in connection with Executive’s employment or service as a director
with the Company, including tort, fraud, or defamation and arising under federal, local or state statute or regulation, including, without limitation, Title VII
of the Civil Rights Act of 1964, the Americans With Disabilities Act, the Age Discrimination in Employment Act, as amended by the Older Workers
Benefit Protection Act, the Family and Medical Leave Act, the Employee Retirement Income Security Act of 1974, the Civil Rights Act of 1991, the Equal
Pay Act, the Fair labor Standards Act, 42 U.S.C. § 1981, the Texas Labor Code (including, without limitation, the Texas Payday Law, the Texas Anti-
Retaliation Act, Chapter 21 of the Texas Labor Code, and the Texas Whistleblower Act), each as amended and including each of their respective
implementing regulations and/or any other federal, state, local or foreign law (statutory, regulatory or otherwise), that may be legally waived and released;
(ii) arising out of or relating to the termination of Executive’s employment; or (iii) arising under or relating to any policy, agreement, understanding or
promise, written or oral, formal or informal, between the Company or any of the other Company Parties and Executive.
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(b) Executive agrees that there is a risk that each and every injury which he may have suffered by reason of his employment relationship might not
now be known, and there is a further risk that such injuries, whether known or unknown at the date of this Agreement, might become progressively worse,
and that as a result thereof further damages may be sustained by Executive; nevertheless, Executive desires to forever and fully release and discharge the
Company Parties, and he fully understands that by the execution of this Agreement no further claims for any such injuries may ever be asserted.

(c) This general release does not in any way diminish or impair: (i) any Claims Executive may have that cannot be waived under applicable law,
(ii) Executive’s right to enforce this Agreement; (iii) any rights Executive may have to indemnification from personal liability or to protection under any
insurance policy maintained by the Company, including without limitation any general liability, employment practices liability, or directors and officers
insurance policy or any contractual indemnification agreement; (iv) Executive’s right, if any, to government provided unemployment and worker’s
compensation benefits; or (v) Executive’s rights under any Company Executive benefit plans (i.e. health, disability or tax-qualified retirement plans), which
by their explicit terms survive the termination of Executive’s employment

(d) Executive agrees that the consideration set forth in SECTION 3 above shall constitute the entire consideration provided under this Agreement,
and that Executive will not seek from the Company Parties any further compensation or other consideration for any claimed obligation, entitlement,
damage, cost or attorneys’ fees in connection with the matters encompassed by this Agreement.

(e) Executive understands and agrees that if any facts with respect to this Agreement or Executive’s prior treatment by or employment with the
Company are found to be different from the facts now believed to be true, Executive expressly accepts, assumes the risk of, and agrees that this Agreement
shall remain effective notwithstanding such differences. Executive agrees that the various items of consideration set forth in this Agreement fully
compensate for said risks, and that Executive will have no legal recourse against the Company in the event of discovery of a difference in facts.
  

(f) Executive agrees to the release of all known and unknown claims, including expressly the waiver of any rights or claims arising out of the
Federal Age Discrimination in Employment Act, 29 U.S.C. § 621, et seq. (“ADEA”), and in connection with such waiver of ADEA claims, and as
provided by the Older Worker Benefit Protection Act, Executive understands and agrees as follows:

(i) Executive has the right to consult with an attorney before signing this Agreement, and is hereby advised to do so;

(ii) Executive shall have a period of forty-five (45) days from the Termination Date (or from the date of receipt of this Agreement if
received after the Termination Date) in which to consider the terms of the Agreement (the “Review Period”). Executive may at his option execute
this Agreement at any time during the Review Period. If Executive does not return the signed Agreement to the Company prior to the expiration of
the 45 day period, then the offer of severance benefits set forth in this Agreement shall lapse and shall be withdrawn by the Company; and

(iii) Executive may revoke this Agreement at any time during the first seven (7) days following Executive’s execution of this Agreement,
and this Agreement and release shall not be effective or enforceable until the seven-day period has expired (“Revocation Period Expiration
Date”). Notice of a revocation by Executive must be made to the designated representative of the Company (as described below) within the seven
(7) day period after Executive signs this Agreement. If Executive revokes this Agreement, it shall not be effective or enforceable against the
Company Parties. Accordingly, the “Effective Date” of this Agreement shall be on the eighth (8th) day after Executive signs the Agreement and
returns it to the Company, and provided that Executive does not revoke the Agreement during the seven (7) day revocation period.

In the event Executive elects to revoke this release pursuant to SECTION 4(f)(iii) above, Executive shall notify Company by hand-delivery, express courier
or certified mail, return receipt requested, within seven (7) days after signing this Agreement to: ATTN: General Counsel, Builders FirstSource, Inc.,
[ADDRESS]. In the event that Executive exercises his right to revoke this release pursuant to SECTION 4(f)(iii) above, any and all obligations of
Company under this Agreement shall be null and void. Executive agrees that by signing this Agreement prior to the
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expiration of the forty-five (45) day period he has voluntarily waived his right to consider this Agreement for the full forty-five (45) day period. Executive
further agrees that any changes to this Agreement made during the Review Period, whether material or immaterial, shall not restart the 45-
day consideration period.

5. Review of Agreement; No Assignment of Claims. Executive represents and warrants that he (a) has carefully read and understands all of the
provisions of this Agreement and has had the opportunity for it to be reviewed and explained by counsel to the extent Executive deems it necessary, (b) is
voluntarily entering into this Agreement, (c) has not relied upon any representation or statement made by the Company or any other person with regard to
the subject matter or effect of this Agreement, (d) has not transferred or assigned any Claims and (e) has not filed any complaint or charge against any of
the Company Parties with any local, state, or federal agency or court.
  

6. No Claims. Each party represents that it has not filed any Claim against the other Party with any state, federal or local agency or
court; provided, however, that nothing in this Agreement shall be construed to prohibit Executive from filing a Claim, including a challenge to the validity
of this Agreement, with the Equal Employment Opportunity Commission (“EEOC”) or participating in any investigation or proceeding conducted by the
EEOC.

7. Interpretation. This Agreement shall take effect as an instrument under seal and shall be governed and construed in accordance with the laws of
the State of Texas without regard to provisions or principles thereof relating to conflict of laws.

8. Agreement as Defense. This Agreement may be pleaded as a full and complete defense to any subsequent action or other proceeding arising out
of, relating to, or having anything to do with any and all Claims, counterclaims, defenses or other matters capable of being alleged, which are specifically
released and discharged by this Agreement. This Agreement may also be used to abate any such action or proceeding and/or as a basis of a cross complaint
for damages.

9. Nondisclosure of Agreement. The terms and conditions of this Agreement are confidential. Executive agrees not to disclose the terms of this
Agreement to anyone except immediate family members and Executive’s attorneys and financial advisers. Executive further agrees to inform these people
that the Agreement is confidential and must not be disclosed to anyone else. Executive may disclose the terms of this Agreement if compelled to do so by a
court, but Executive agrees to notify the Company immediately if anyone seeks to compel Executive’s testimony in this regard, and to cooperate with the
Company if the Company decides to oppose such effort. Executive agrees that disclosure by Executive in violation of this Agreement would cause so much
injury to the Company that money alone could not fully compensate the Company and that the Company is entitled to injunctive and equitable relief.
Executive also agrees that the Company would be entitled to recover money from Executive if this Agreement were violated.

10. Ongoing Covenants. Executive acknowledges that nothing in this Agreement shall limit or otherwise impact Executive’s continuing
obligations of confidentiality to the Company in accordance with Company policy and applicable law, or any applicable Company policies or agreements
between the Company and Executive with respect to non-competition or non-solicitation, and Executive covenants and agrees to abide by all such
continuing obligations.

11. No Adverse Comments. Executive agrees not to make, issue, release or authorize any written or oral statements, derogatory or defamatory in
nature, about the Company, its affiliates or any of their respective products, services, directors, officers or executives, provided that the foregoing shall not
be violated by truthful testimony in response to legal process, normal competitive statements, rebuttal of statements by the other or actions to enforce his
rights. Nothing herein prohibits Executive from communicating, without notice to or approval by the Company, with any federal government agency about
a potential violation of a federal law or regulation.

12. Integration; Severability. Except with respect to any continuing obligations to the Company, the terms and conditions of this Agreement
constitute the entire agreement between Company and Executive and supersede all previous communications, either oral or written, between the parties
with respect to the subject matter of this Agreement. No agreement or understanding varying or extending the terms of this Agreement shall be binding
upon either party unless in writing signed by or on behalf of such party. In the event that a court finds any portion of this
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Agreement unenforceable for any reason whatsoever, Company and Executive agree that the other provisions of the Agreement shall be deemed to be
severable and will continue in full force and effect to the fullest extent permitted by law.

13. EXECUTIVE ACKNOWLEDGES THE FOLLOWING: HE HAS ENTERED INTO THIS AGREEMENT KNOWINGLY,
VOLUNTARILY AND OF HIS OWN FREE WILL WITH A FULL UNDERSTANDING OF ITS TERMS; HE HAS READ THIS AGREEMENT;
THAT HE FULLY UNDERSTANDS ITS TERMS; THAT EXECUTIVE IS ADVISED TO CONSULT AN ATTORNEY FOR ADVICE; THAT
HE HAS THE RIGHT TO CONSULT WITH AN ATTORNEY PRIOR TO EXECUTING THIS AGREEMENT; THAT HE HAS HAD AMPLE
TIME TO CONSIDER HIS DECISION BEFORE ENTERING INTO THE AGREEMENT; THAT HE IS SATISFIED WITH THE TERMS OF
THIS AGREEMENT AND AGREES THAT THE TERMS ARE BINDING UPON HIM; AND THAT HE HAS BEEN ADVISED BY THE
COMPANY OF HIS ABILITY TO TAKE ADVANTAGE OF THE CONSIDERATION PERIOD AFFORDED BY SECTION 4 ABOVE.

IN WITNESS WHEREOF, the parties have executed this Agreement with effect as of the date first above written.
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SEVERANCE AGREEMENT
ATTACHMENT A

The following severance benefits are payable pursuant to SECTION 3.4 of Executive’s Employment Agreement:
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Revised 7/19/21

CODE OF BUSINESS CONDUCT AND ETHICS

All of our employees, officers and directors must be ethical and honest in our relationships with each other and our customers, suppliers, stockholders and others we deal with in
our business. This means we conduct our business by following both the letter and spirit of all applicable laws and regulations. This Code provides clear policies and procedures to
follow as we run our business each day.

This Code does not constitute an employment contract. Nothing in this Code creates an agreement, promise or representation of continued employment.

We hire our employees at will, which means your employment and compensation are for no definite period of time and may be ended at any time by either you or the Company with
or without notice and with or without cause. Only the Chief Executive Officer, President, Chief Financial Officer, General Counsel, or a Chief Operating Officer may make an
agreement that varies from these policies. Such an agreement must be in writing and signed by the Chief Executive Officer, President, Chief Financial Officer, General Counsel, or a
Chief Operating Officer.

This Code supersedes old versions. We may withdraw or change our policies and procedures at any time with or without notice. To the extent any prior employee or manager
handbooks, policies, practices or procedures, whether written or oral, are inconsistent with this Code, the Code supersedes such handbooks, policies, practices and procedures.

The Company reserves the right to amend, alter or make exceptions to this Code. The Company may, at any time, modify, revoke or change the information, policies
and procedures in this Code.

Compliance with Laws
We intend all of the policies in this Code to comply with all applicable Federal, state and local laws and regulations. If any policies do not comply with such laws and
regulations, you must follow the law and may consider the policies in this Code to be revised to comply with the law.

Meeting Our Shared Obligations
Each of us needs to know and understand the policies and guidelines in this Code. If you have questions, ask them. If you have ethical concerns, raise them. The Compliance
Committee, which is responsible for overseeing and monitoring compliance with this Code, and the other resources set forth in this Code are available to answer your questions,
provide guidance and receive reports of any suspected violations of this Code. The contact information for the members of the Compliance Committee is listed below. The conduct
of each employee, officer and director of Builders FirstSource must reflect the Company’s values, demonstrate ethical leadership and promote a work environment that fosters
integrity, ethical conduct and trust.

YOUR RESPONSIBILITY TO OUR ORGANIZATION
We expect Builders FirstSource employees, officers and directors to use their best efforts to advance the Company’s interests and to base decisions affecting the Company
solely on the Company’s best interests, independent of any outside influences.

Conflicts of Interest/Related Party Transactions
A conflict of interest occurs when your private interests interfere, or even appear to interfere, with the interests of the Company. A conflict situation can arise when you take actions or
have interests that make it difficult, or even appear to make it difficult, for you to perform your Company work objectively and effectively. Your obligation to conduct the Company’s
business in an honest and ethical manner includes the ethical handling of actual, apparent and potential conflicts of interest between personal and business relationships. This includes
full disclosure of any actual, apparent or potential conflicts of interest, such as the examples mentioned below.

Special rules apply to the directors, executive officers, and senior financial officers of the Company who engage in conduct that creates an actual, apparent, or potential conflict of interest.
The Supplemental Code of Ethics for Chief Executive Officer, President, and Senior Financial Officers (the “Senior Officer Code”) applies to the Chief Executive Officer, President, and
senior financial officers
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of the Company. The Related Party Transaction Policy (the “Related Party Policy”) applies to the directors and executive officers. Before engaging in conduct that may create an actual,
apparent, or potential conflict of interest, any such officer or director must make full disclosure of all facts and circumstances to the Chairman of the Audit Committee of the Board (the
“Audit Committee”) in accordance with the applicable policy and obtain the required approval of the Audit Committee. The General Counsel of the Company will review any situation that
involves a potential conflict between the Code and such other policy. If the General Counsel determines that policies are in conflict, the issue will be resolved in accordance with the
guidelines set forth in the Senior Officer Code or the Related Party Policy, as applicable. Any situation that has either specific or standing approval under either the Related Party Policy or
the Senior Officer Code will be deemed to be in compliance with the Code unless the Audit Committee of the Board determines otherwise.

Although we cannot list every possible conflict, what follows are some common examples of actual, apparent and potential conflicts of interest and to whom employees
must report such incidents (other than directors, executive officers, and senior financial officers, who are discussed in the paragraph above). If you know of or are involved
in a conflict situation that is not described below, you need to discuss your particular situation with the Compliance Committee.

Improper Personal Benefits from the Company
It is a conflict of interest for an employee, officer or director, or a member of their family, to receive an improper personal benefit as a result of his or her position in the
Company. You may not accept any benefits from the Company that have not been duly authorized and approved according to Company practices, including any Company
loans or guarantees of your personal obligations. The Company cannot make any personal loan to, nor guarantee any personal obligation of, any director or executive
officer.

Financial Interests in Other Businesses
You may not own or possess an interest in any company that competes with Builders FirstSource. You may not own or possess an interest in any company that does
business, whether as a supplier, customer or otherwise, with Builders FirstSource without the prior written approval of the Compliance Committee. However, you are
permitted to own (a) up to 5% of any class of capital stock of a company registered under the Securities Exchange Act of 1934, as amended, if you do not actively
participate in the business of such entity or (b) any mutual fund holding such registered capital stock.

Business Arrangements with the Company
Without prior written approval from the Compliance Committee, you may not participate in a joint venture, partnership or other business
arrangement with the Company.

Outside Employment or Activities with a Competitor
You may not work for or serve as an employee, advisor, agent, consultant or director (or similar position) for a competitor while you work for Builders FirstSource. You
may not engage in any activity you intend to or reasonably expect to advance a competitor’s interests. You may not market products or services in competition with
Builders FirstSource’s current, planned or potential business activities. You must consult with the Compliance Committee to determine whether a planned activity will
compete with any of the Company’s current, planned or potential business activities before you pursue the activity.

Outside Employment with a Vendor or Supplier
Without prior written approval from the Compliance Committee, you may not sell goods or services to the Company or be a
representative, employee, advisor, agent, consultant or director (or similar position) of any person or company that sells goods or services to Builders FirstSource. You may
not accept money or benefits of any kind as compensation or payment for any advice or services that you may provide to a vendor, supplier or anyone else in connection
with its business with Builders FirstSource.

Family Members Working with a Vendor, Supplier or Competitor
You cannot enter into a business transaction with any vendor, supplier or competitor of Builders FirstSource if a member of your family may directly or indirectly benefit
from the transaction. If such a situation arises, you must immediately inform the Compliance Committee so that you will not be involved in decisions on behalf of Builders
FirstSource that involve the other company.
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While you may not enter into business transactions with the other company if a family member may benefit, there may be other situations that simply call for extra
sensitivity to security, confidentiality and conflicts of interest. We will decide based on the relationship between Builders FirstSource and the other company, the nature of
your responsibilities as a Builders FirstSource employee and those of the other person and the access each of you has to your respective employer’s confidential
information. Although a situation may appear harmless to you, it could raise suspicions among other employees that affect your working relationships. The mere
appearance of a conflict of interest can create as many problems as an actual conflict.

In this case, you’ll need to disclose your specific situation to the Compliance Committee, who will help you assess the nature and extent of any concern and how we can
resolve it. Sometimes, the risk of a conflict of interest is so remote that we may simply remind you to guard against disclosing Builders FirstSource’s confidential
information and not to be involved in decisions on behalf of Builders FirstSource that involve the other company.
 
Corporate Opportunities
Employees, officers and directors owe a duty to the Company to advance its legitimate interests whenever possible. If you learn of a business or investment opportunity
through the use of corporate property or information or your position at the Company, such as from a competitor, supplier or business associate of Builders FirstSource, you
may not participate in the opportunity or make the investment without the prior written approval from the Compliance Committee. Directors must obtain prior written
approval of the Board. You must consider such an opportunity as an investment opportunity for the Company. You may not use corporate property or information or your
position at the Company for improper personal gain or compete with the Company.

ENTERTAINMENT, GIFTS AND GRATUITIES
Receipt of Gifts and Entertainment
When you make business decisions on behalf of Builders FirstSource, you must base your decisions on uncompromised, objective judgment. When you interact with any
person who has business dealings with the Company (including vendors, suppliers, competitors, contractors and consultants) you must conduct such activities solely in
the best interest of the Company. No employee may accept gifts or other benefits if the gift or benefit could affect their business judgment or decisions.

You may receive gifts and business courtesies, including meals and entertainment, if they are of the type and amount customarily and commonly accepted in accordance
with standard industry practice and are given and accepted without an express or implied understanding that you are in any way obligated by your acceptance of the gift or
that the gift is a reward or inducement for any particular business decision already made or about to be made. You may not accept gifts of cash, bonds, options, stocks,
below-market loans or similar items in any amount. If you receive any such items, you must promptly return them to the donor and report the incident to the Compliance
Committee.

Offering Gifts and Entertainment
When you are providing a gift, entertainment or other accommodation in connection with Company business, you must do so in a manner that is in good taste. You may not
give or offer to give any gift that is not of the type or amount customarily and commonly accepted in accordance with standard industry practice or that is an inducement or
reward for entering into a business transaction. Our suppliers and customers frequently have their own gift and entertainment policies. You must be careful never knowingly
to provide a gift or entertainment that violates the other company’s gift and entertainment policy.

What is acceptable in the commercial business environment may be entirely unacceptable in dealings with the government. There are strict laws that govern providing gifts,
including meals, entertainment, transportation and lodging, to government officials and employees. For more information, see the section of this Code entitled “Interacting
with Government.”

We absolutely prohibit giving or receiving any payment or gift in the nature of a bribe or kickback.

PROTECTION AND PROPER USE OF COMPANY ASSETS
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We each have a duty to protect the Company’s assets and ensure their efficient use. Theft, carelessness and waste have a direct impact on the Company’s profitability. You
must use your best efforts to prevent damage to and theft or misuse of Company property. When you leave the Company, you must return all Company property to the
Company. Except as specifically authorized, you must use Builders FirstSource’s assets, including Company time, equipment, materials, resources and proprietary
information, for business purposes only.

COMPANY BOOKS AND RECORDS
You must make full, fair, accurate, timely and understandable disclosure in compliance with all applicable laws and regulations in all reports and documents that the
Builders FirstSource files with, or submits to, the Securities and Exchange Commission and in all other public communications made by the Company.

You must complete all Company documents accurately, truthfully and in a timely manner, including all travel and expense reports. When applicable, documents must be
properly authorized. You must record the Company’s financial activities in compliance with all applicable laws, regulations and accounting practices. We strictly prohibit
making false or misleading entries, records or documentation. You must never create a false or misleading report or make a payment or establish an account on behalf of
Builders FirstSource with the understanding that anyone will use part or all of the payment or account for a purpose other than as described by the supporting
documents.

Record Retention
Numerous laws and regulations require retention of certain Company records for various periods of time. The Company will comply with all applicable laws and regulations
relating to the preservation of records. Under no circumstances may any employee selectively destroy Company records or maintain them outside Company premises or designated
storage facilities.

If you learn of a subpoena or a pending or contemplated lawsuit or government investigation, you must contact the Compliance Committee immediately. You must retain and preserve
ALL records that may be responsive to the subpoena or relevant to the litigation or the government investigation until the Compliance Committee advises you how to proceed. You
must also affirmatively preserve from destruction all relevant records that, without intervention, would automatically be destroyed or erased (such as e-mails and voicemail messages).
Destruction of such records, even if inadvertent, could seriously prejudice the Company. If you have any questions regarding whether a particular record pertains to a pending or
contemplated government investigation or lawsuit or may be responsive to a subpoena or regarding how to preserve particular types of records, you must preserve the records in
question and ask the Compliance Committee for advice.

CONFIDENTIAL INFORMATION
All employees may learn facts about the Company’s business, plans, operations or "secrets of success" that are not known to the general public or to competitors. Customer data and
marketing or strategic plans are examples of Builders FirstSource’s confidential information or trade secrets. Confidential information includes all non-public information that might
be of use to competitors, or harmful to the Company or the customers we serve, if disclosed. During the course of performing your responsibilities, you may obtain confidential
information concerning possible transactions with other companies or concerning other companies which Builders FirstSource may be under an obligation to maintain as
confidential.

You must maintain the confidentiality of information entrusted to you by the Company or the customers we serve, except when disclosure is appropriately authorized or legally
mandated. Employees who possess or have access to confidential information or trade secrets must:
 • Not use confidential information for their own benefit or the benefit of persons inside or outside of the Company;
 • Carefully guard against disclosure of confidential information to people outside the Company. For example, you should not discuss such matters with family

members or business or social acquaintances or in places where the information may be overheard, such as taxis, public transportation, elevators or restaurants; and
 

 • Not disclose confidential information to another Company employee unless the employee needs the information to carry out business responsibilities.  

Your obligation to treat information as confidential does not end when you leave the Company. Upon the termination of your employment, you must return everything that belongs to
Builders FirstSource, including all documents and other materials containing Company and customer confidential information. You must not disclose confidential information to a
new employer
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or to others after ceasing to be a Builders FirstSource employee. You may not disclose your previous employer’s confidential information to the Company. Of course, you may use
general skills and knowledge acquired during your previous employment. Nothing herein is intended to limit your right to make disclosures to, or participate in communications with,
the Securities and Exchange Commission or any other government agency regarding possible violations of law, without prior notice to the Company.

INSIDER TRADING
Company policy and the law prohibit you from buying or selling securities of Builders FirstSource at a time when you possess “material non-public information.” Passing “material
non-public information” to someone who may buy or sell securities – known as “tipping” – is also illegal. The prohibition applies to Builders FirstSource securities and to securities of
other companies if you learn material non-public information about other companies in the course of your duties for Builders FirstSource. All trading in Builders FirstSource stock by
Company employees is subject to the requirements set forth in the Company’s Policy on Insider Trading.

Information is “material” if
 • there is a substantial likelihood that a reasonable investor would find the information “important” in determining whether to trade in a security; or  
 • if the information is made public, it would likely affect the market price of a company’s securities.

Material information includes, but is not limited to, unannounced dividends, earnings, financial results, new or lost contracts or products, sales results, important personnel changes,
business plans, possible mergers, acquisitions, divestitures or joint ventures, important litigation developments and important regulatory, judicial or legislative actions.

Information may be material even if it relates to future, speculative or contingent events and even if it is significant only when you consider it in combination with
publicly available information. Information is non-public unless it has been adequately disclosed to the public, which means that the information must be publicly
disclosed and adequate time must have passed for the securities markets to digest the information.

Examples of adequate disclosure include public filings with securities regulatory authorities and the issuance of press releases and may also include meetings with
members of the press and the public. Although there is no fixed period for how long it takes the market to absorb information, an employee who is aware of material,
non-public information needs to refrain from any trading activity for approximately two full trading days following its official release. Shorter or longer waiting periods
may be warranted based on the liquidity of the security and the nature of the information.

Do not disclose material non-public information to anyone, including co-workers, unless the person receiving the information has a legitimate need to know the
information for purposes of carrying out Builders FirstSource’s business or is a representative of a government agency with a right to receive the information. If you leave
the Company, you must maintain the confidentiality of such information until Builders FirstSource adequately discloses it to the public. If you have any question about the
adequacy of disclosure of information, contact the Compliance Committee.

For more detailed information regarding the Company’s policies and procedures with respect to insider trading, see the Company’s Policy on Insider Trading, which is
available from the Compliance Committee and on the Company’s intranet.

TRADEMARKS, COPYRIGHTS AND OTHER INTELLECTUAL PROPERTY

Trademarks
Our logo and the name Builders FirstSource are examples of Company trademarks. Always use our trademarks properly and advise the Compliance Committee of
infringements by others. Always use the trademarks of third parties according to applicable laws and regulations.

Copyright Compliance
Copyright laws may cover works of authorship such as books, articles, drawings, computer software and other such materials. It is a violation of those laws and of
the Company’s policies to make unauthorized copies of, or derivative works based upon, copyrighted materials. The absence of a copyright notice does not
necessarily mean that the materials are not copyrighted.
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The Company licenses the use of much of its computer software from outside companies. In most instances, this computer software is protected by copyright. You may
not make, acquire or use unauthorized copies of computer software. Direct any questions concerning copyright laws to the Compliance Committee.

Intellectual Property Rights of Others
It is Company policy not to infringe upon the intellectual property rights of others. When using the name, trademarks, logos or printed materials of another company,
including any such uses on the Company’s website, you must do so properly and in accordance with applicable law.

SECURITY OF COMPUTER, E-MAIL AND COMMUNICATION RESOURCES
Substantial benefits are delivered by Builders FirstSource’s computer and communication resources, including computers, phones, cell phones, PDAs, voicemail and
e-mail. They also present significant security and liability risks to you and the Company.
 
It is extremely important that you take all necessary measures to secure your computer and all computer and voicemail passwords. Protect all sensitive, confidential or
restricted electronic information with confidential passwords. If you send sensitive, confidential or restricted information across the internet, it must be protected by
Company-approved encryption software. If you believe your password has been taken, you must change your password immediately. If someone has compromised the
security of a Company computer or communication resource, you must report the incident to the Help Desk in Dallas, Texas. The Help Desk can be contacted by email at
helpdesk@bldr.com or call 214-231-8200.
 
When you use Company resources to send e-mail, voicemail or access the internet, you are acting as a representative of the Company. Any improper usage of these
resources may reflect poorly and damage the reputation of Builders FirstSource and expose you and/or the Company to legal liability.
 
All of the computing resources used to provide computing and network connections throughout the organization are the property of Builders FirstSource and are
intended for use by its employees to conduct Company business. All email, voicemail and personal files stored on Company electronic devices are Company property
and can be accessed by authorized Builders FirstSource employees. Employees should have no expectation of privacy in connection with these resources. From time to
time, at its sole discretion, the Company may review any files stored or transmitted on its computer and other communication resources, including e-mail, phone and
text messages, for compliance with Company policy.

You must not use Company resources in a way that may be disruptive or offensive to others or unlawful. When you send e-mail or transmit any other message or file, you
should not transmit comments, language, images or other files that are illegal, clearly offensive or violates any policy of Builders FirstSource. Private e-mail messages are
easily forwarded to a wide audience, both within and outside of the Company and may be viewed as using the resources in a wasteful manner. Use of computer and
communication resources must be consistent with all other Company policies, including its harassment, privacy, copyright, trademark, trade secret and other intellectual
property considerations.

Please review the complete Computer and Communication Resources Usage Policy (available on the Intranet or from your local Human Resources representative) for
a more detailed listing of your rights and the Company’s policies and expectations when using Builders FirstSource’s computer and/or communication resources.

RESPONDING TO INQUIRIES FROM THE PRESS AND OTHERS
Company employees who are not official Company spokespersons may not speak with the press, securities analysts, other members of the financial community, stockholders
or other investors, groups or organizations as a Company representative or about Company business unless specifically authorized to do so by the Compliance Committee.
Refer requests for financial or other information about the Company from the press, securities analysts, other members of the financial community, stockholders or other
investors, groups or organizations to the Compliance Committee. Refer requests for information directed to the Company from regulators or the government to the
Compliance Committee.

FAIR DEALING
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Builders FirstSource depends on its reputation for quality, service and integrity. The way we deal with customers, suppliers, employees and competitors molds our
reputation, builds long-term trust and ultimately determines our success. Deal fairly with the Company’s customers, suppliers, employees and competitors. We must
never take unfair advantage of others through manipulation, concealment, abuse of privileged information, misrepresentation of material facts or any other unfair
dealing practice.

Antitrust Laws
While Builders FirstSource competes vigorously in all of its business activities, we must conduct our efforts in the marketplace in accordance with all applicable laws and
regulations, including antitrust and competition laws. While it is impossible to describe antitrust and competition laws fully in any code of business conduct, this Code
will give you an overview of some types of conduct that are particularly likely to raise antitrust concerns. If you are or become engaged in activities similar to those
identified in this Code, you should immediately consult the Compliance Committee for further guidance.

Conspiracies and Collaborations Among Competitors
One of the primary goals of the antitrust laws is to promote and preserve each competitor’s independence when making decisions on price, output and other competitively
sensitive factors. Some of the most serious antitrust offenses are agreements between competitors that limit independent judgment and restrain trade, such as agreements to
fix prices or to divide a market for customers. Don’t agree with any competitor on any of these topics, as these agreements are almost always unlawful, regardless of your
motive or intent. (In other words, no excuse will absolve you or Builders FirstSource of liability if you engage in these acts.)

Unlawful agreements need not take the form of a written contract or even express commitments or mutual assurances. Courts can -- and do -- infer agreements based on
“loose talk,” informal discussions or the mere exchange between competitors of information that could lead to pricing or other collusion. Any communication with a
competitor’s representative, no matter how innocent it may seem at the time, may later be subject to legal scrutiny and form the basis for accusations of improper or illegal
conduct. You should take care to avoid involving yourself in situations from which anyone might infer an unlawful agreement. If you become involved in such a situation,
you should remove yourself from the situation immediately and promptly report the incident to the Compliance Committee.

Penalties
Failure to comply with the antitrust laws can result in jail terms for individuals and large criminal fines and other monetary penalties for both the Company and
individuals. In addition, private parties may bring civil suits to recover three times their actual damages, plus attorney’s fees and court costs.

The antitrust laws are extremely complex. Because antitrust lawsuits can be very costly, even when a company did not violate the antitrust laws and is cleared in the end,
it is important to consult with the Compliance Committee before engaging in any conduct that might even appear to create the basis for an allegation of wrongdoing. It is
far easier to structure your conduct to avoid erroneous impressions than to have to explain your conduct in the future when an antitrust investigation or action is in
progress. For that reason, when in doubt, always consult the Compliance Committee with your concerns.

Gathering Information About the Company’s Competitors
It is entirely proper for us to gather information about our marketplace, including information about our competitors and their products and services. However, there are
limits to the ways that you can acquire and use information, especially information about competitors. In gathering competitive information, you must comply with the
following guidelines:
 • We may gather information about our competitors from sources such as published articles, advertisements, brochures, other non-proprietary materials, surveys by

consultants and conversations with customers, as long as those conversations in no way suggest that we are attempting to (a) conspire with our competitors using
the customer as a messenger or (b) gather information through other wrongful means. You should be able to identify the source of any information about
competitors; and

 • If there is any indication that information that you obtain was not lawfully received by the party in possession, you should refuse to accept it. If you receive any
competitive information anonymously or that is marked confidential, you should not review it and must contact the Compliance Committee immediately.
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The improper gathering or use of competitive information can subject you and Builders FirstSource to both criminal and civil liability. If you are in doubt as to whether a
source of information is proper, contact the Compliance Committee.

RESPONSIBILITY TO OUR PEOPLE
Respecting One Another
The way we treat each other and our work environment affects the way we do our jobs. All employees want and deserve a work place where people respect and
appreciate them. Everyone who works for the Company must contribute to the creation and maintenance of such an environment. Supervisors and managers have a
special responsibility to foster a workplace that supports honesty, integrity, respect and trust.

Employee Privacy
We respect the privacy and dignity of all individuals. The Company collects and maintains personal information that relates to your employment, including medical
and benefit information. We take special care to limit access to personal information to Company personnel with a legitimate need to know such information.
Employees who are responsible for maintaining personal information and those who have access to such information must not disclose private information in violation
of applicable laws or regulations or in violation of Builders FirstSource’s policies.

Employees may not search for or retrieve items from another employee’s workspace without prior approval of that employee or management. Similarly, you may not use
communication or information systems to obtain access to information directed to or created by others without the prior approval of management, unless such access is part
of your job function and responsibilities at the Company.

Do not keep personal items, messages or information that you consider to be private in telephone systems, computer or electronic mail systems, office systems, offices,
work spaces, desks, credenzas or file cabinets. The Company reserves all rights, to the fullest extent permitted by law, to inspect such systems and areas and to retrieve
information or property from them when deemed appropriate in the judgment of management.

Equal Employment Opportunity and Nondiscrimination
We have a policy of Equal Employment Opportunity. We will seek qualified applicants for positions throughout the Company without regard to race, color, religion, national
origin, gender, age, pregnancy, veteran/military status or disability (where the applicant or employee is qualified to perform the essential functions of a job with or without
reasonable accommodation) or any other protected class in accordance with all applicable Federal and state laws. This policy fully embraces equality of opportunity with
respect to all employment matters. We will administer all personnel actions such as compensation, benefits, transfers, layoffs and return from layoffs, Company-sponsored
training, education, assistance and social recreational programs without regard to race, color, religion, gender, national origin, age, pregnancy, disability (where the applicant
or employee is qualified to perform the essential functions of a job with or without reasonable accommodation) or veteran/military status.

You must treat all Company personnel, customers, suppliers and others with respect and dignity and in accordance with these policies.

Sexual and Other Forms of Harassment
Company policy strictly prohibits any form of harassment in the workplace, including sexual harassment. The Company will take prompt and appropriate action to
prevent and, where necessary, discipline behavior that violates this policy. For more information, see the Harassment section of our Employee Handbook.

Sexual harassment consists of unwelcome sexual advances, requests for sexual favors and other verbal or physical conduct of a sexual nature when:
 • submission to such conduct is an explicit or implicit term or condition of employment;
 • submission to or rejection of such conduct is used as a basis for employment decisions; or
 • such conduct unreasonably interferes with an individual’s work performance or creates an intimidating, offensive or hostile work environment.  

Forms of sexual harassment include, but are not limited to, the following:
 • verbal harassment, such as unwelcome comments, jokes or slurs of a sexual nature;
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 • physical harassment, such as unnecessary or offensive touching, or impeding or blocking someone’s path to force contact; and
 • visual harassment, such as derogatory or offensive posters, cards, cartoons, graffiti, drawings or gestures.

Other Forms of Harassment
Company policy also prohibits harassment on the basis of other characteristics. Under this policy, harassment is verbal or physical conduct that degrades or shows
hostility or hatred toward an individual because of his or her race, color, religion, national origin, citizenship, gender, pregnancy, age veteran/military status, disability
(where applicant or employee is qualified to perform the essential functions of the job with or without reasonable accommodation), or any other protected classes in
accordance with all applicable Federal and state laws and regulations, which:
 • has the purpose or effect of creating an intimidating, hostile or offensive work environment;
 • has the purpose or effect of unreasonably interfering with an individual’s work performance; or,
 • otherwise adversely affects an individual’s employment.

Harassing conduct includes, but is not limited to, the following: epithets, slurs, negative stereotyping, threatening, intimidating or hostile acts and written or graphic
material that ridicules or shows hostility or aversion to an individual or group and that is posted on Builders FirstSource premises or circulated in the workplace.

Reporting Responsibilities and Procedures
If you believe you have been subjected to harassment, abuse or discrimination of any kind, if you feel comfortable doing so, ask the offender in a firm, professional manner
to stop such behavior. This will put a stop to it most of the time. If the behavior doesn’t stop, or if, for any reason, you are not comfortable communicating directly with the
individual engaging in the offending conduct, you must promptly report the incident to your immediate supervisor, any member of your facility or department management
team, your Regional Human Resources representative, the corporate Vice President of Human Resources and/or the Employee Hotline at (888) 811-BLDR (2537) or online
at https://bfs.alertline.com. The Employee Hotline is described in more detail below.

The Company considers harassment, abuse and discrimination to be very serious and will investigate any such complaints promptly and thoroughly. Any complaint will be
kept confidential to the extent reasonably possible. The Company will not retaliate against any employee for making a good faith complaint or report of suspected
harassment or participating in the investigation of such a complaint or report. Also use this complaint procedure if you believe that a non-employee with whom you are
working has engaged in prohibited conduct. Supervisors and managers must promptly report all complaints of harassment, as well as conduct or incidents they see, hear or
otherwise become aware of that are potentially harassing to their Regional Human Resources representative or the corporate Vice President of Human Resources.

Any employee who is found to be responsible for harassment, or for retaliating against any individual for reporting a good faith claim of suspected harassment or
cooperating in an investigation, will be subject to disciplinary action, up to and including termination of their employment. For more information, see the Sexual
Harassment Reporting Procedure section in the Employee Handbook.

Safety in the Workplace
The safety and security of employees is of primary importance. You are responsible for maintaining our facilities free from recognized hazards and obeying all Builders
FirstSource safety rules. Maintain all work areas in a clean and orderly state to encourage efficient operations and promote good safety practices. For more information,
see the Safety section of the Employee Handbook.

Weapons and Workplace Violence
No employee may bring firearms, explosives, incendiary devices or any other weapons into the workplace or any work-related setting, regardless of whether or not
employees are licensed to carry such weapons. However, we will allow police officers, security guards and other individuals who have been given consent by Builders
FirstSource to carry a weapon on Company property. The Company will not tolerate any level of violence in the workplace or in any work-related setting. You should
report violations of this policy to your supervisor and your Regional Human Resources representative immediately. Call the police at 911 if there are threats or assaults
that require immediate attention. For more information, see the Workplace Violence of the Employee Handbook.
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INTERACTING WITH GOVERNMENT
Prohibition on Gifts to Government Officials and Employees
The various branches and levels of government have different laws and regulations restricting gifts, including meals, entertainment, transportation and lodging, that may
be provided to government officials and government employees. You must be aware of and strictly follow these restrictions.

Political Contributions and Activities
Laws and regulations of certain jurisdictions prohibit the use of Company funds, assets, services or facilities on behalf of a political party or candidate. Do not make
payments of corporate funds to any political party, candidate or campaign unless they are permitted under applicable law and approved by the Compliance Committee.

We consider your work time the equivalent of a contribution by the Company. Therefore, we will not pay for any time spent running for public office, serving as an
elected official or campaigning for a political candidate. The Company will also not compensate or reimburse you, in any form, for a political contribution that you intend
to make or have made.

Lobbying Activities
Laws and regulations of some jurisdictions require registration and reporting by anyone who engages in a lobbying activity. Generally,
lobbying includes:
 • communicating with any member or employee of a legislative branch of government for the purpose of influencing legislation;

• communicating with certain government officials for the purpose of influencing government action; or
• engaging in research or other activities to support or prepare for such communication.

So that the Company may comply with lobbying laws and regulations, you must notify the Compliance Committee before engaging in any activity on behalf of the
Company that might be considered “lobbying” as described above.

ACCOUNTING MATTERS AND FRAUD
The Company will comply with applicable securities laws and regulations, accounting standards and internal accounting controls. You must report any complaints or
concerns regarding securities laws and regulations, accounting practices, internal accounting controls and auditing matters (“Accounting Matters”) immediately to the
Compliance Committee. You must also report any complaints or concerns regarding fraud immediately. Fraud means an intentional deception, misappropriation of
resources, manipulation of data to the advantage or disadvantage of a person or the Company or other similar inappropriate conduct based on reasonable expectations of
ethical conduct.

Categories of Financial Fraud
 • Fraudulent financial reporting – inappropriate earnings management or “cooking the books” (e.g. intentional overstatement of assets or understatement of

liabilities, etc.);
 • Misappropriation of assets – embezzlement, payroll fraud and theft;
 • Expenditures and liabilities for improper or illegal purposes – bribery or other improper payment schemes that can result in reputation loss; and  
 • Fraudulently obtaining revenue and assets and/or avoiding costs and expenses – schemes against employees or third parties, or schemes to avoid expenses, such

as tax fraud.
 

Examples of Fraud
 • Forgery or alteration of any account, record, check or other document;
 • Failure to account for monies collected;
 • Misappropriation of funds, securities, supplies or other assets;
 • Impropriety in the handling or reporting of money or financial transactions;
 • Profiteering as a result of insider knowledge of Company activities; and,
 • Knowingly providing false information.

You can make reports regarding Accounting Matters or fraud to the Audit Committee by submitting them to the Compliance Committee in person, by telephone, or in
writing (either through interoffice or regular mail). You can also make reports to the Chairman of the Audit Committee via the Employee Hotline by requesting the report to
be directly
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sent to the Chairman of the Audit Committee. The Employee Hotline can be reached by phone at (888) 811-BLDR (2537) or online at https://bfs.alertline.com. You can
report to the Employee Hotline anonymously. No one will be subject to retaliation because of a good faith report of a complaint or concern regarding Accounting Matters or
fraud.

PAYMENT CARD INFORMATION
The Company will comply with the Payment Card Industry Data Security Standard (PCI-DSS) in its entirety. Under no circumstances should cardholder information be
electronically stored. If credit card information is received from a customer through email, it should be deleted immediately. PIN information or security codes from the
back or front of the debit/credit card must never be stored in any form. If a credit card number is maintained at the request of a customer, it must be in hard copy form.
Credit card authorization forms must be kept in a secured place under lock and key when not in use.

You can make reports regarding improper handling of payment card information to the Compliance Committee in person, by telephone or in writing. You can also make a
report to the Chairman of the Audit Committee via the Employee Hotline by requesting the report to be directly sent to the Chairman of the Audit Committee. The
Employee Hotline can be reached by phone at (888) 811-BLDR (2537) or online at https://bfs.alertline.com.

IMPLEMENTATION OF THE CODE
Responsibilities
While each of us is individually responsible for putting this Code to work, the Company has a number of resources, people and processes
in place to answer our questions and guide us through difficult decisions.

Copies of this Employee Handbook are available from your Regional Human Resources representative or the Compliance Committee. The Employee Handbook is also
posted on the Company’s intranet and website (www.bldr.com). All management level employees and directors must sign a statement of compliance with the Code each
year.

Seeking Guidance
This Code cannot provide definitive answers to all questions. If you have questions regarding any of the policies discussed in this Code, or if you are in doubt about the
best course of action in a particular situation, please seek guidance from the Compliance Committee or the other resources identified in this Code.

Reporting Violations
If you know of or suspect a violation of applicable laws or regulations, this Code or Builders FirstSource’s other policies or if you have any concerns about accounting
practices, internal accounting controls or audit matters, you must immediately report that information in person, by telephone or in writing to the appropriate source, as
described below. This includes the obligation to report any known or suspected fraud.

For equal employment opportunity, discrimination, sexual and other forms of harassment and safety in the workplace issues, you may report to your supervisors or Human Resources
(as set forth in this Code and in the Employee Handbook) or the Employee Hotline. For all other matters, you may report to the Employee Hotline or the Compliance Committee. For
Accounting Matters (as defined below) and fraud, you may request the Employee Hotline to report the matter directly to the Chairman of the Audit Committee.

No one will be subject to retaliation because of a good faith report regarding any actual or suspected violation of applicable laws or regulations, this Code or
Builders FirstSource’s other policies or regarding Accounting Matters or fraud.

The Compliance Committee
The members of the Compliance Committee are:

• Tim Johnson, Executive Vice President, General Counsel and Corporate Secretary
• Peter Jackson, Executive Vice President and Chief Financial Officer
• Amy Plasha, Senior Vice President - Human Resources
• Tom Keils, Vice President - Internal Audit
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To the extent possible, please address your issues to the Compliance Committee as follows.
• Human resources and employment issues – Amy Plasha
• Accounting and financial issues - Tom Keils or Peter Jackson
• Legal and other issues – Tim Johnson
 

However, you may contact any member of the Compliance Committee (by phone, e-mail or interoffice, regular or overnight mail) with
regard to any matter.

Contact the Compliance Committee at Company Headquarters:
Builders FirstSource, Inc.
2001 Bryan Street, Suite 1600
Dallas, Texas 75201
Telephone: (214) 880-3500 Fax: (214) 231-7544

THE EMPLOYEE HOTLINE: (888) 811-2537
The Company has a confidential Hotline administered by Navex Global, an independent third party. The Hotline can be reached by calling (888) 811-2537 or by going to
https://bfs.alertline.com. Both are available 24 hours a day, seven days a week.

You can use the Hotline to report violations of applicable laws or regulations, accounting standards, internal accounting controls, the Company Code of Business Conduct and Ethics, or
the Company’s other policies. You may report suspected violations to the Hotline anonymously, or you can use your name. However, providing your name may expedite the
investigation process and allows the Company to contact you, if necessary, during any investigation. Either way, you must treat the information that you provide as confidential.

Use the following items as a guide to what should appropriately be addressed to the Hotline:
 • Fraud, including, but not limited to, fraudulent financial reporting, misappropriation of assets, inappropriate expenditures, fraudulently obtaining revenues or

avoiding costs, complaints or concerns about accounting practices, securities laws, and auditing matters
 

 • Sexual or other types of harassment
 • Discrimination
 • Serious safety problems that could injure employees
 • Retaliation for reporting issues or policy violations
 • Other violations of state or federal laws or regulations
 • Significant violations of Company policies or procedures
 • Other violations of our Code of Business Conduct and Ethics

We will document all reports received by the Employee Hotline. The Vice President - Internal Audit will forward reports regarding Accounting Matters to the Audit
Committee in an appropriate manner depending on the magnitude and severity of the situation.

Investigations of Suspected Violations

Builders FirstSource will investigate all reported violations. It is essential that reporting persons not conduct their own preliminary investigations since such
investigations may involve complex legal issues. Acting on your own may compromise the integrity of an investigation and adversely affect both you and the
Company.

Discipline for Violations
The Company intends to use every reasonable effort to prevent the occurrence of conduct not in compliance with its Code and to halt any such conduct that may occur as
soon as reasonably possible after its discovery. Subject to applicable law, regulations, and agreements, Builders FirstSource employees who violate this Code and other
Company policies and procedures may be subject to disciplinary action, up to and including termination of their employment.

Waivers of the Code
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Builders FirstSource may waive application of the policies set forth in this Code only where circumstances warrant granting a waiver. Only the Audit Committee may
waive any violation of this Code by directors or executive officers. Any such waivers must promptly be
disclosed as required by applicable laws and regulations.

Annual Monitoring of the Code
The adequacy of this Code will be reviewed at least annually by the Company’s management.

No Rights Created
This Code is a statement of the basic principles and key policies and procedures that govern the conduct of the Company’s business. It is not intended to, and it does not,
create any obligations to, or rights in, any employee, director, client, supplier, competitor, stockholder, or any other person or entity.

REMEMBER...

Ultimate responsibility to ensure that we as a Company comply with the many laws, regulations, and ethical standards affecting our business rests with each of us. You
must become familiar with, and conduct yourself in compliance with, these laws, regulations, and standards, as well as Builders FirstSource’s policies and procedures
pertaining to them.
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Exhibit 21.1
 

Builders FirstSource, Inc.
Subsidiaries

BFS Asset Holdings LLC (Delaware)
BFS Design Services LLC (Delaware)
BFS Group LLC (Delaware)
BFS Operations LLC (Delaware)
BFS Procurement LLC (Delaware)
BFS Pay, LLC (Maryland)
BFS Real Estate LLC (Delaware)
BFS Texas Sales LLC (Delaware)
Builders FirstSource – Dallas, LLC (Delaware)
Builders FirstSource – Texas Installed Sales, LLC (Texas)
CCWP, Inc. (South Carolina)
Dixieline Builders Fund Control, Inc. (California)
National Lumber Company LLC (Delaware)
NETAppsID, Inc. (Canada)
Oxford Lumber and Building Materials LLC (Delaware)
Reliable Truss LLC (Delaware)
Spenard Builders Supply LLC (Alaska)
Timber Roots, LLC (Washington)
WTS Paradigm, LLC (Wisconsin)
360 Innovations, s.a.r.l. (France)

 



 
Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
 
We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (No., 333-128430, 333-147107, 333-169001, 333-196363,
333-216400 and 333-251880) of Builders FirstSource, Inc. of our report dated March 1, 2022 relating to the financial statements and the effectiveness of
internal control over financial reporting, which appears in this Form 10-K.
 
/s/ PricewaterhouseCoopers LLP
 
Dallas, Texas
March 1, 2022

 
 



Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, David E. Flitman, certify that:

 1. I have reviewed this report on Form 10-K of Builders FirstSource, Inc.;

 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

 (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

 (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

 5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

 
/s/ DAVID E. FLITMAN
David E. Flitman
President and Chief Executive Officer

Date: March 1, 2022



Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Peter M. Jackson, certify that:

 1. I have reviewed this report on Form 10-K of Builders FirstSource, Inc.;

 2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

 3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

 (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared;

 (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

 (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

 (d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

 5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):

 (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

 (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

 
/s/ PETER M. JACKSON
Peter M. Jackson
Executive Vice President and Chief Financial Officer

Date: March 1, 2022



Exhibit 32.1

Certification of CEO and CFO Pursuant to 18 U.S.C. Section 1350
(Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002)

In connection with the annual report of Builders FirstSource, Inc. (the “Company”) on Form 10-K for the period ended December 31, 2021 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), we, David E. Flitman, as President and Chief Executive Officer of the Company,
and Peter M. Jackson, as Executive Vice President and Chief Financial Officer of the Company, certify pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of our knowledge:

 (1) The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and

 (2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

 
/s/ DAVID E. FLITMAN
David E. Flitman
President and Chief Executive Officer

 
/s/ PETER M. JACKSON
Peter M. Jackson
Executive Vice President and Chief Financial Officer

Date: March 1, 2022

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.


