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PART |

Item 1. Business
CAUTIONARY STATEMENT

Statements in this report which are not purelydnisal facts or which necessarily depend upon Rigwents, including statements
regarding our anticipations, beliefs, expectatidwages, intentions or strategies for the futurey bmforward-looking statements within the
meaning of Section 21E of the Securities ExchangteoA1934, as amended. All forward-looking statateen this report are based upon
information available to us on the date of thisorepWe undertake no obligation to publicly upd ateevise any forward-looking statements,
whether as a result of new information, future ¢éseor otherwise. Any forward-looking statementdman this report involve risks and
uncertainties that could cause actual events aitset® differ materially from the events or resudiescribed in the forward-looking statements.
Readers are cautioned not to place undue reliamtieese forward-looking statements. In additioa) statements made by our directors,
officers and employees to the investment communigglia representatives and others, depending ingdnntature, may also constitute
forward-looking statements. As with the forwardioa statements included in this report, these &dalooking statements are by nature
inherently uncertain, and actual results may diffiaterially as a result of many factors. Furthéorimation regarding the risk factors that could
affect our financial and other results are includedtem 1A of this annual report on Form 10-K.

OVERVIEW

Builders FirstSource, Inc. is a leading supplied amnufacturer of structural and related buildingdoicts for residential new
construction. We have operations principally in $bethern and eastern United States with 53 digtab centers and 47 manufacturing
facilities, many of which are located on the samenpses as our distribution centers. In this annegbrt, references to the “company,” “we,”
“our,” “ours” or “us” refer to Builders FirstSourcénc. and its consolidated subsidiaries, unleksmtise stated or the context otherwise

requires.

Builders FirstSource, Inc. is a Delaware corporafmrmed in 1998, as BSL Holdings, Inc. On Octob&r1999, our name changed to
Builders FirstSource, Inc. Our common stock ielisobn the NASDAQ Stock Market LLC under the tickgmbol “BLDR”.

OUR INDUSTRY

We compete in the professional segment (“Pro Setineithe U.S. residential new construction buildiproducts supply market.
Suppliers in the Pro Segment primarily focus owisgrprofessional customers such as homebuildetsemodeling contractors. The Pro
Segment consists predominantly of small, privateiyed suppliers including framing and shell cordtan contractors, local and regional
materials distributors, single or multi-site lumy@mds, and t russ manufacturing and millwork operat Because of the predominance of
smaller privately owned companies and the overadl and diversity of the target customer market,Rho Segment remains fragmented. Ther
were only eight building product suppliers with méacturing capabilities in the Pro Segment thatgated more than $500 million in sales
according tdProSalesnagazine’s 2012 ProSales 100 list. On this listyweee the third largest building product suppligthmwnanufacturing
capabilities.

Our industry is driven primarily by the residentiew construction market, which is in turn dependgron a number of factors,
including demographic trends, interest rates, eymplnt levels, supply and demand for housing stae#ilability of credit, foreclosure rates,
consumer confidence and the economy in generalhdheebuilding industry experienced a significanvdturn which began in 2006. During
this downturn, many homebuilders significantly ased their housing starts because of lower de @mnath@ surplus of both existing and new
home inventory. The weakness in the homebuildidgstry resulted in a significant reduction in deoh&or our products and services.
Beginning in late 2011, the industry began to ditsband housing activity has strengthened oveptst two years. According to the National
Association of Homebuilders (“NAHB”), the singlenfdy residential construction market was an ested&168.8 billion in 2013, which is
28% higher than 2012, though still down signifidarfitom the historical high of $413.2 billion in 26.

Beginning in 2007, the mortgage markets experiescddtantial disruption due to increased defapttmarily as a result of credit
quality deterioration. This disruption resultedaistricter regulatory environment and reduced aflsdity of mortgages for potential
homebuyers due to an illiquid credit market andemestrictive standards to qualify for mortgagesrigage financing and commercial credit
for smaller homebuilders continue to be constragimddch is slowing a recovery in our industry. Hewer, we believe there are several
meaningful trends that indicate U.S. housing demwilidikely recover to levels consistent with théstorical average of the past fifty years in
the long term. These trends include relatively Interest rates, the aging of housing stock, andifadipn growth due to immigration and
birthrate exceeding death rate. U.S. single-fammiysing starts increased 15.5% in 2013 compar2818. The NAHB is predicting that U.S.
single-family housing starts will increase to apgmneately 821,800 in 2014, which would represenfa8% increase from 2013 actual NAHB
U.S. single-family housing starts of 621,300.




OUR CUSTOMERS

We serve a broad customer base ranging from priogiuicomebuilders to small custom homebuilders. \&elze we have a diverse
geographic footprint as we serve 34 markets irafest Based on 2013 U.S. Census data, we haveiopera 18 of the top 50
U.S. Metropolitan Statistical Areas, as rankedibgle family housing permits in 2013. In additi@pproximately 46% of U.S. housing pern
in 2013 were issued in states in which we operate.

Our customer mix is a balance of large national éouiiders, regional homebuilders, and local bugd@ur customer base is highly
diversified. For the year ended December 31, 26aBtop 10 customers accounted for approximatelg®2f sales, and no single customer
accounted for more than 5% of sales. Our top 1@ouss are comprised primarily of the largest paotidun homebuilders, including publicly
traded companies such as Beazer Homes USA, IrR.,Horton, Inc., Hovnanian Enterprises, Inc., StaddPacific Corporation., and The
Ryland Group, Inc.

In addition to the largest production homebuilders,also service and supply regional and localasugtomebuilders. Custom
homebuilders require high levels of service; olesteam must work very closely with the desigmera day-to-day basis in order to ensure
the appropriate products are produced and delivamet@me to the building site. To account for thes@eased service costs, pricing in the
industry is tied to the level of service providediahe volumes purchased.

Our primary focus has been and continues to bénghesfamily residential new construction. Howewse will continue to identify
opportunities for incremental profitable growthtlie multi-family and light commercial markets.

OUR PRODUCTS AND SERVICES

We offer an integrated solution to our customeoioling manufacturing, supply, and installatioradull range of structural and related
building products. We provide a wide variety oflding products and services directly to homebuikletomers. We also manufacture floor
trusses, roof trusses, wall panels, stairs, milkwarindows, and doors. In addition to our compredines offering of products that includes
approximately 70,000 stock keeping units (“SKUsg also provide a full range of construction segidNe believe our broad product and
service offering, combined with our scale and eiqmaed sales force, has driven market share gathsdath large and small homebuilders.

We group our building products and services inte firoduct categories: prefabricated componentsdovis & doors, lumber & lumber
sheet goods, millwork, and other building prodgtservices. For the year ended December 31, 20ir3ca@mbined sales of prefabricated
components, windows & doors and millwork produettegories represented 49.6% of total sales. Eattiesé categories includes both
manufactured and distributed products. Productiséee categories typically carry a higher margith grovide us with opportunities to cross-
sell other products and services, thereby incrgasiistomer penetration. Sales by product categorthé years ended December 31, 2013,
2012 and 2011 can be found under the caption “Memagt’'s Discussion and Analysis of Financial Candiand Results of Operations”
contained in Item 7 of this annual report on FoBrKL

Prefabricated Component$®refabricated components are factory-built sultsst for job-site framing and include floor trussesf
trusses, wall panels, stairs, and engineered wwattdie design , cut, and assemble for each homem@uoufactured prefabricated components
allow builders to build higher quality homes moficgently. Roof trusses, floor trusses, wall panahd stair units are built in a factory
controlled environment. Engineered floors and bearascut to the required size and packaged fogitren application at many of our
locations. Without prefabricated components, buddmnstruct these items on site, where weathewaridble labor quality can negatively
impact construction cost, quality and installatimne. In addition, engineered wood beams have greatuctural strength than conventional
framing materials, allowing builders to frame hauséth more open space creating a wider varietyoofse designs. Engineered wood floors
are also stronger and straighter than conventipfrained floors.

Prior to the housing downturn, homebuilders weoegasingly using prefabricated components in oralegalize increased efficiency
and improved quality. Shortening cycle time fromrsto completion was a key imperative of the houilelers during periods of strong
consumer demand. During the housing downturn,tthatl decelerated as cycle time had less relev&ustomers who traditionally used
prefabricated components, for the mosttpatill do. However, the conversion of custom@rshis product offering slowed during the downt
We are seeing this trend reverse as the residemialconstruction market continues to strengthen.

Windows & Doors.The windows & doors category comp rises the mastufang, assembly and distribution of windows, dimel
assembly and distribution of interior and extedoor units. We manufacture aluminum and vinyl wiwdan our plant in Houston, Texas
which allows us to supply builders, primarily iretiiexas market, with cost-competitive products. @rerhung interior and exterior doors
consist of a door slab with hinges and door janttached, reducing on-site installation time andvjatimg higher quality finished door units
than those constructed on site. These productsaipirequire a high degree of product knowledge taining to sell. As we continue to
emphasize higher margin product lines, we expdoevadded goods like windows & doors to increasirggintribute to our sales and overall
profitability.




Lumber & Lumber Sheet Goodsumber & lumber sheet goods include dimensionaldar, plywood and oriented strand board (“OpB”
products used in on-site house framing. In 201i8,gloduct line was 35.4% of our total sales, &®ifcrease from 2012. We expect the
lumber & lumber sheet goods business to remaialdestevenue source in the future.

Millwork. Millwork includes interior trim, exterior trim, domns and posts that we distribute, as well aoougtxterior features that we
manufacture under the Synbo&rarand name. Synboard is produced from extruded &woffers several advantages over traditional wood
features, such as greater durability and no ongmiagitenance such as periodic caulking and painting

Other Building Products & Service©ther building products & services consist of was products, including hardware, composite
materials, roofing and insulation. This categooahcludes services such as turn-key framingJ sbaktruction, design assistance and
professional installation of products spanningall product categories. We provide professiondhliaion and turn-key services as a solution
for our homebuilder customers. Through our instialfaservices program, we help homebuilders reaffieiencies through improved
scheduling, resulting in reduced cycle time andebetost controls. By utilizing an energy efficigrenftware program, we also assist
homebuilders in designing energy efficient homesriter to meet increasingly stringent energy rateguirements. Upgrading to our premium
windows, doors, and insulating products reducesadveost to the homebuilder by minimizing coststoé required heating/cooling system.
work closely with the homebuilder to select therappiate mix of our products in order to meet catrend forthcoming energy codes. We
believe these services require scale, capital aphistication that smaller competitors do not pssse

MANUFACTURING

Our manufacturing facilities utilize the latesthiaology and the highest quality materials to imgrpvoduct quality, increase efficiency,
reduce lead times and minimize production errors.fianufacture products within three of our proaategories: prefabricated components,
millwork, and windows and doors.

Prefabricated Components — Trusses and Wall Parigisss and wall panel production has two steps sigtieand fabrication. Each
house requires its own set of designed shop drawimlgich vary by builder type: production versustom builders. Production builders use
prototype house plans as they replicate houses€eTt@use plans may be minimally modified to sudhiiual customer demand. The number
of changes made to a given prototype house, anduimbder of prototype houses used, varies by budddrtheir construction and sales
philosophy. We maintain an electronic master filérasses and wall panels for each builder’s pygiethouses. There are three primary
benefits to master filing. First, master filingdsst effective as the electronic master file isdusgher than designing the components
individually each time the prototype house is bikcond, it improves design quality as a housesigth is based on the proven prototype
except for any minor builder modifications. Thirdaster filing allows us to change one file and updsl related prototype house designs
automatically as we improve the design over timasothe builder modifies the base prototype hodedo not maintain a master file for
custom builders who do not replicate houses, iasibt cost effective. For these builders, the congmts are designed individually for each
house.

After we design shop drawings for a given housedasenload the shop drawings into a proprietaryvgaife system to review the design
for potential errors and to schedule the job fadupiction. The fabrication process begins by cutiimtividual pieces of lumber to required
lengths in accordance with the shop drawings. Wenttmad the shop drawings from our design departieeabmputerized saws. We assembl
the cut lumber to form roof trusses, floor trussewall panels, and store the finished componeytsduse awaiting shipment to the job site.

We generate fabrication time standards for eachpom@nt during the design step. We use these s@mttameasure efficiency by
comparing actual production time with the calculestandard. Each plastperformance is benchmarked by comparing effigiemross plant:

Prefabricated Components — Engineered Wo#s with trusses and wall panels, engineered wandponents have a design and
fabrication step. We design engineered wood flogisg a master filing system similar to the trusg wall panel system. Engineered wood
beams are designed to ensure the beam will bestally sound in the given application. After thesthn phase, a printed layout is generated.
We use this layout to cut the engineered woodéadiquired length and assemble all of the compsrietd a house package. We then install
the components on the job site. We design anddateriengineered wood at many of our distributi@afions.

Prefabricated Components — Stait/e manufacture box stairs at some of our locatiéfter a house is framed, our sal esman takes
measurements at the job site prior to manufactudrazcount for any variation between the blueprantd the actual framed house. We
fabricate box stairs based on these measurements.

Custom Millwork. Our manufactured custom millwork consist s prifyast synthetic exterior trim, custom windows, feas and box
columns that we sell under our Synboard brand reamdethroughout our company.
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We sand, cut, and shape sheets of 4 foot by 18 &wdt Celuka-blown, extruded PVC, or Synboardyreduce the desired product. We
produce exterior trim boards by cutting the SynHaato the same industry-standard dimensions useddod-based exterior trim boards. We
form exterior features by assembling pieces of $gnth and other PVC-based moldings that have beeheated and bent over forms to
achieve the desired shape. For custom windows uig the frame from Synboard and glaze the glassptace. We fabricate box columns
from sections of PVC that are cut on a 45 degregeaand mitered together.

Windows. We manufacture a full line of traditional aluminwamnd vinyl windows at an approximately 200,000 sgdaot manufacturing
facility located in Houston, Texas. The processiely purchasing aluminum and vinyl lineal extans. We cut these extrusions to size and
join them together to form the window frame anchs&%e then purchase sheet glass and cut it to\Wizecombine two pieces of identica
shaped glass with a sealing compound to creatasa ghit with improved insulating capability. Wenhnsert the sealed glass unit and glaze |
into the window frame and sash. The unit is congglethen we install a balance to operate the winaiesvadd a lock to secure the window
closed position.

Pre-hung Doors.We pre-hang interio r and exterior doors at manyun locations. We insert door slabs and pre-oatrgambs into a
door machine, which bores holes into the door¢iferdoor hardware and applies the jambs and hitogiae door slab. We then apply the
casing that frames interior doors at a separat®staxterior doors do not have a casing, anceadimay have sidelights applied to the side
the door, a transom attached over the top of tlee doit and a door sill applied to the threshold.

OUR STRATEGY

Our long-term strategy is to leverage our competisitrengths to grow sales, earnings, and cashdtmwemain a preferred supplier to
the homebuilding industry. We modified our straté@gyesponse to the extended downturn that affemtedndustry. During this time, our goal
was to maximize financial performance without intjpay our ability to compete and create long terrugaWe implemented this strategy
through generating new business, controlling cakligiently managing working capital, impxéng operating efficiencies, and most importa
conserving cash. While we continue to focus onedlasas, we also plan to prudently utilize our wrpd liquidity to support anticipated sales
growth as the housing industry recovers. As thesimguindustry and our sales improve, we believeoparating leverage will also enhance oul
financial results.

We intend to build on our strong market positiond ancrease our sales and profits by pursuingdhewing strategies:

Utilize our strengths to capitalize on housing neriecovery and growthWe intend to utilize our leading market positi@ms
integrated product and service offerings to caigigabn the housing market recovery and to captdditianal market share. The NAHB
forecasts that U.S. single-family housing starté gvow by 32.3% and 41.0% in 2014 and 2015, retpely. We believe that our scale, local-
market presence and our customers’ desire to sestkgic relationships with a limited number oflflihe suppliers position us to increase our
market share and benefit from the expected comtincécovery in new home construction.

Maximize our “share of wallet” with individual cusiners and across our served markdtmebuilding customers of the Pro Segment
continue to emphasize the importance of competjin@ng across a broad product portfolio, salesddknowledge, osite services and over
“ease-of-use” of their building products suppliefige believe that our homebuilding customers wilitimue to consolidate the number of
supplier relationships they maintain, offering aajer “share of wallet" to their remaining supidn our ongoing pursuit to increase our
market share, we will continue to look for waystthance our “one-stop shop” strategy by bolstesingservice offerings and manufacturing
capabilities in ways that will drive additional pthrough of our products. We believe that homeatmi will continue to place an increased
value on these capabilities, which should furthéfeckentiate us from most of our competitors.

Optimize cash flow with highly scalable cost sttimet Through the downturn we focused on standardipiogesses and technology-
based workflows to maximize operational efficiescieduce costs and enhance working capital efitggicOur focus on cost controls, working
capital and operating improvements proved to bealde during the downturn and will be an integiattf our strategy going forward. Our
largest controllable cost is our salaries and wa@es ability to identify and implement operatini@encies is evident in the fact that our
salaries and benefits expense, excluding stock eosgiion expense, as a percentage of sales dettedaske5% in 2013 from 12.8% in 2012.
We were also able to reduce as a percentage of sateemaining selling, general and administragixpenses during the current year. Industr
forecasters are predicting that single family hogsitarts will show continued improvements in 204Hich could require us to increase our
operating expenses, headcount and working capitadder to support the additional demand. We willkvo minimize these increases to
ensure that we prudently adjust our variable cedtsthe change in sales volumes. We are extrefioelysed on expenses and working capital
to remain a low cost supplier. Our cost structarscalable, and we expect these efficiencies wiledenhanced profit margins and cash flow
conversion as we grow with improving market corufis.




Continue to leverage our strategic vendor relatiuips. We strive to continually enhance our role asedgsred channel partner for our
building products vendors. Our size, liquidity gmsi and access to the capital markets addresga oencern for many vendors, who
otherwise must invest significant time and efforbtonitor the credit worthiness of a large numbesnoaller customers. Our relative size and
strong homebuilder relationships also provide amrdors access to a large customer base with signifpurchasing power. This channel
strength and our financial position allow us to otégge favorable pricing (including back-end relsqi@nd to receive a higher priority with our
vendors when product supply is limited. Furthermoreg broad product portfolio, which includes aiggr of higher-margin specialty products,
enhances our preferred partner status, enablibhg pesrticipate in mutually beneficial, joint markeg programs with our vendors. We anticig
our strategic vendor relationships will become eweme critical in the event that demand exceeddymrbavailability and vendors will need to
prioritize their partners and product allocations.

Selectively pursue opportunities for organic growattd strategic acquisitionsThe fragmented nature of our industry providemerous
or ganic growth and strategic acquisition oppotiasi We plan to continue to grow our businessivesting in our existing sales force and by
adding talented new members to our sales forceaMéeplan to grow by acquiring competitors in oxistng markets and by selectively
entering new markets through the opening of newlitias or acquiring existing suppliers. When adylfacilities, we seek to leverage our
strong brand name and economies of scale to ire@asprofitability and expand our market penetratiFurthermore, from time to time, our
customers request that we enter new markets toosuheir growth. We assess potential new markdiitevadhering to a disciplined selection
process by analyzing demographic, economic and etitive factors, while also focusing on site satatiand the long-term profit opportunity
in such market. Accordingly, we plan to continueake a disciplined approach to organic growth sinategic acquisitions that strengthen our
business, broaden our product and service offerlagerage our existing infrastructure and enhanresxisting customer and vendor
relationships.

SALES AND MARKETING

We seek to attract and retain customers througbpgianal customer service, leading product qualitpad product and service
offerings, and competitive pricing. This strategycéntered on building and maintaining strong custorelationships rather than traditional
marketing and advertising. We strive to add vabrelie homebuilders through shorter lead timewetanaterial costs, faster project
completion and higher quality. By executing thimgy, we believe we will continue to generate hewiness.

Our experienced, locally focused sales force thatore of our sales effort. This sales efforbimes deploying salespeople who are
skilled in housing construction to meet with a hbwnéder’'s construction superintendent, local pusthg agent, or local executive with the
goal of becoming the ir primary product suppliésdlected by the homebuilder, the salespersorianor her team review blueprints for the
contracted homes and advise the homebuilder irs ageh as opportunities for cost reduction, in@dasnergy efficiencies, and regional
aesthetic preferences. Next, the team determimespibcific package of products that are neededrwplete the project and schedules a
sequence of site deliveries. Our large delivergtfind comprehensive inventory management systabiesos to provide “just-in-time”
product delivery, ensuring a smoother and fastedygetion cycle for the homebuilder. Throughout ¢bastruction process, the salesperson
makes frequent site visits to ensure timely dejivard proper installation and to make suggestiongfficiency improvements. We believe t
level of service is highly valued by our customansl generates significant customer loyalty. At Delger 31, 2013, we employed
approximately 415 sales representatives, who giealy paid a commission based on gross margitaotollected and work with
approximately 215 sales coordinators and produstigfpists.

BACKLOG

Due to the nature of our business, backlog infoianats not meaningful. While our customers may jmlevan estimate of their future
needs, in most cases we do not receive a firm drderthem until just prior to the anticipated deliy dates. Accordingly, in many cases the
time frame from receipt of a firm order and shipingoes not exceed a few days.

MATERIALS AND SUPPLIER RELATIONSHIPS

We purchase inventory primarily for distributiomnse of which is also utilized in our manufacturpignts. The key materials we
purchase include dimensional lumber, plywood, O8SRjineered wood, windows, doors, and millwork. @ugest suppliers are national
lumber and wood products producers and distribigoch as Boise Cascade Company, U.S. Lumber G&andpr Corporation, Louisiana-
Pacific Corporation, BlueLinx Holdings Inc., and Yé¢ehaeuser Company and building products manufactsuch as Masonite International
Corporation, M | Windows and Doors, Inc., GilmanilBing Products, and Norbord, Inc. We believe thersufficient supply in the
marketplace to competitively source most of ouumegments without reliance on any particular sugpdind that our diversity of suppliers
affords us purchasing flexibility. Due to our cetitted oversight of purchasing and our large lungyet OSB purchasing volumes, we believe
we are better able to maximize the advantagestbfduar, and our suppliers’, broad footprints andat@te purchases in multiple markets to
achieve more favorable contracts with respectimepterms of sale, and supply than our regionaipetitors. Additionally, for certain
customers, we institute purchasing programs onmaterials such as OSB to align portions of our prement costs with our customer pricing
commitments. We balance our lumber and OSB purshaith a mix of contract and spot market purchasensure consistent quantities of
product necessary to fulfill customer contractssdarce products at the lowest possible cost, anaitiimize our exposure to the volatility of
commodity lumber prices.




We currently source products from approximatelyd8,Suppliers in order to reduce our dependencengisiagle company and to
maximize purchasing leverage. Although no purch&®ses any single supplier represented more than @béar total materials purchases in
2013, we believe we are one of the largest custefioermany suppliers, and therefore have signifipamchasing leverage. We have found
using multiple suppliers ensures a stable sourgeanfucts and the best purchasing terms as thdisxgppompete to gain and maintain our
business.

We maintain strong relationships with our suppliersd we believe opportunities exist to improvecpasing terms in the future,
including inventory storage or “just-in-time” dedigy to reduce our inventory carrying costs. We wdlhtinue to pursue additional procurement
cost savings and purchasing synergies which wauttiér enhance our margins and cash flow.

COMPETITION

Due to the current market conditions, we have aiticcentinue to experience competition for homebai business. Many of our
competitors in the Pro Segment are small, privateljed companies, including framing and shell caresion contractors, local and regional
materials distributors, single or multi-site lumy@rds, and truss manufacturing and millwork operegi Most of these companies have limited
access to capital and lack sophisticated informatghnology systems and largeale procurement capabilities. We believe we Isabstantie
competitive advantages over these smaller compgtitioe to our longtanding customer relationships, local market keoge and competitiy
pricing. Our largest competitors in our marketdude 84 Lumber Co. and Pro-Build Holdings, Inc. jethare privately held, as well as Stock
Building Supply, which is publicly held.

We compete in the Pro Segment of the U.S. resialamtw construction building products supply markée focus on a distinctly
different target market than the home center mtmuch as The Home Depot and Lowe’s, who cuyrenitinarily serve do-it-yourself and
professional remodeling customers. By contrastcogtomers consist of professional homebuilderstlaose that provide construction service:
to them, with whom we have developed strong retatiips. The principal methods of competition in fire Segment are the development of
long-term relationships with professional buildarsl retaining such customers by delivering a aalige of high-quality products on time and
offering trade credit, competitive pricing, flexiby in transaction processing, and integrated iserand product packages, such as turn-key
framing and shell construction, as well as prefatigd components and installation. Our leading etgr&sitions in the highly competitive Pro
Segment create economies of scale that allow assbeffectively supply our customers, which batha&nces profitability and reduces the risk
of losing customers to competitors.

EMPLOYEES

At December 31, 2013, we had approximately 3,38&ifuae equivalent employees, none of whom wereesented by a union. We
believe that we have good relations with our empésy

INFORMATION TECHNOLOGY SYSTEMS

Our primary enterprise resource planning (“ERP’§teyn, which we use for operations representingeqipiately 98% of our sales, is a
proprietary system that has been highly customimedur computer programmers. The system has besgrael to operate our businesses in ¢
highly efficient manner. The materials requiredtfowusands of standard builder plans are storatdogystem for rapid quoting or order entry.
Hundreds of price lists are maintained on thousaf@®&KUs, facilitating rapid price changes in amfjig product cost environment. A
customer’s order can be tracked at each stagesgifrtitess and billing can be customized to redurestmer’s administrative costs and spee
payment.

We have a single financial reporting system thatlieen highly customized for our business. Cona@itifinancial, sales and workforce
reporting is integrated using Hyperion Businesslligience system, which aggregates data from ol® BRtems along with workforce
information from our third-party p ayroll adminiator. This technology platform provides managemetit robust corporate and location level
performance management by leveraging standardizédos and analytics allowing us to plan, track eggbrt performance and compensation
measures.

We have developed a proprietary program for ugeiimcomponent plants. This software reviews prodesigns for errors, schedules
the plants and provides the data used to measame gfficiency. In addition, we have purchased ss\software products that have been
integrated with our primary ERP system. These @ograssist in analyzing blueprints to generate niahtists and in purchasing lumber
products at the lowest cost.

SEASONALITY AND OTHER FACTORS

Our first and fourth quarters have historically he@nd are generally expected to continue to begradly affected by weather causing
reduced construction activity during these quarteraddition, quarterly results historically haeflected, and are expected to continue to
reflect, fluctuations from period to period arisiftigm the following:

® The volatility of lumber prices

® The cyclical nature of the homebuilding indus




® General economic conditions in the markets in wiiehcompete
® The pricing policies of our competitol

® The production schedules of our customers;

® The effects of weathe

The composition and level of working capital tygigahange during periods of increasing sales asavey more inventory and
receivables. Working capital levels typically ingse in the second and third quarters of the yeataltigher sales during the peak residential
construction season. These increases have in shegzalted in negative operating cash flows dutimg peak season, which historically have
been financed thro ugh available cash and our amgpavailability under credit facilities. Colleoti of receivables and reduction in inventory
levels following the peak building and constructg®ason have in the past positively impacted dash f

AVAILABLE INFORMATION

We are subject to the informational requirementthefSecurities Exchange Act of 1934, as amendetliraaccordance therewith, we
file reports, proxy and information statements atiter information with the Securities and Excha@genmission (“SEC”). Our annual reports
on Form 10-K, quarterly reports on Form 10-Q, cotrreports on Form 8-K, proxy and information staéats and other information and
amendments to those reports filed or furnishedyaunsto Section 13(a) or 15(d) of the Securitieckange Act of 1934 are available through
the investor relations section of our website urilerlinks to “Financial Information.” Our Internatldress is www.bldr.com. Reports are
available on our website free of charge as soorasonably practicable after we electronically filem with, or furnish them to, the SEC. In
addition, our officers and directors file with t8&C initial statements of beneficial ownership atadements of change in beneficial ownershiy
of our securities, which are also available onwebsite at the same location. We are not incluthigyor any other information on our website
as a part of, nor incorporating it by reference,ihis Form 10-K or any of our other SEC filings.

In addition to our website, you may read and capiylip reports we file with or furnish to the SECtla¢ SEC’s Public Reference Room
at 100 F Street, N.E., Washington, DC 20549. Yoy pi#ain information on the operation of the Puliteference Room by calling the SEC
1-800-SEC-0330. The SEC maintains an Internetlsitecontains our reports, proxy and informatiatesnents, and other information that we
electronically file with, or furnish to, the SECwtvw.sec.gov.

EXECUTIVE OFFICERS

Floyd F. Sherman, Chief Executive Officer, Presidard Director, age 74Mr. Sherman has been our Chief Executive Officet a
director since 2001, when he joined the companyséteed as President of the company from 2001 Getibber 2006 and also served from
February 2008 to the present. Prior to joiningabmpany, he spent 28 years at Triangle Pacific/Anong Flooring, the last nine of which he
served as Chairman and Chief Executive Officer. frerman is currently a director of PGT, Inc. MmeBnan has over 40 years of experience
in the building products industry. A native of Kertkson, New York and a veteran of the U.S. Army, Stterman is a graduate of the New
York State College of Forestry at Syracuse Univgrsie also holds an M.B.A. degree from GeorgidaeStiniversity.

M. Chad Crow, Senior Vice President and Chief FziahOfficer, age 4 5.Mr. Crow joined the company in September 1999 as
Assistant Controller. He served as Vice Presidedonrtroller of the company from May 2000 and wasmoted to Senior Vice President and
Chief Financial Officer in November 2009. Priofjéining the company, Mr. Crow served in a varietyositions at Pier One Imports, most
recently as Director of Accounting. Mr. Crow alsastfive years of public accounting experience Witite Waterhouse LLP. Mr. Crow is a
C.P.A. and received his B.B.A. degree from TexashTé@niversity.

Donald F. McAleenan, Senior Vice President and @ar@ounsel, age 5 9Mr. McAleenan has served as Senior Vice Presidedt
General Counsel of the company since 1998. Primining the company, Mr. McAleenan served as \Reesident and Deputy General
Counsel of Fibreboard Corporation from 1992 to 1997. McAleenan was also Assistant General CouoS&IT&E Corporation and spent
nine years as a securities lawyer at two New Ydtk l@w firms. Mr. McAleenan has a B.S. from Geamen University and a J.D. from New
York University Law School.

Morris E. Tolly, Senior Vice President — Operatipage 70.Mr. Tolly has served as Senior Vice President —ei@fions of the
company since January 25, 2007. Mr. Tolly has legmBuilders FirstSource since 1998 when the camyecquired Pelican Companies, Inc.
(“Pelican”) and has over 40 years of experiendlénbuilding products industry. He served in a agrof roles at Pelican, including sales,
Sales Manager and General Manager. Mr. Tolly wa&raa Vice President responsible for 12 locatiarntha time of Pelican’s acquisition. In
2000, he was promoted to President of the compeéygheast Group, with responsibility for 48 looas.




Iltem 1A. Risk Factors

Risks associated with our business, an investrmemtiii securities, and with achieving the forwardking statements contained in this
report or in our news releases, websites, pubifgs, investor and analyst conferences or elsesyhieclude, but are not limited to, the risk
factors described below. Any of the risk factorsatbed below could cause our actual results ferdihaterially from expectations and could
have a material adverse effect on our businesandial condition or operating re sults. We maysatceed in addressing these challenges an
risks.

The industry in which we operate is dependent upothe homebuilding industry, the economy, the creditmarkets, and other important
factors.

The building products industry is highly dependaminew home construction, which in turn is depebhdgon a number of factors,
including interest rates, consumer confidence, eypent rates, foreclosure rates, housing inveritugls, housing demand and the health of
the economy and mortgage mark ets. Unfavorableggsaim demographics, credit markets, consumer dendie, housing affordability, or
housing inventory levels, or a weakening of theamatl economy or of any regional or local economwhich we operate, could adversely
affect consumer spending, result in decreased defeamomes, and adversely affect our businesgiletamn of new homes may also decline
because of shortages of qualified tradesmen, adian inadequately capitalized homebuilders anecsmitractors, and shortages of materia
addition, the homebuilding industry is subject &rigus local, state, and federal statutes, ordiesnules, and regulations concerning zoning,
building design and safety, construction, energyseovation and similar matters, including regulasithat impose restrictive zoning and
density requirements in order to limit the numbiehames that can be built within the boundariea particular area. Regulatory restrictions
may increase our operating expenses and limituhiadility of suitable building lots for our custers, which could negatively affect our sales
and earnings. Because we have substantial fixed,cetatively modest declines in our customersdpiction levels could have a significant
adverse effect on our financial condition, opemgtiesults and cash flows.

The homebuilding industry underwent a significamvdturn that began in mid-2006 and began to stbiti late 2011. U.S.
homebuilding activity increased significantly in128 to 618,400 single-family starts, although imeens well below the historical average
(from 1959 through 2012) of 1.0 million single-fdynstarts. According to the U.S. Census Bureawaldingle family housing starts in the
U.S. during 2013 were 57.8% lower than in 2006.Wkeve that the slow recovery of the housing miaikdue to a variety of factors
including: a severe economic recession, followediyconomic recovery that has been modest to laigte unemployment; limited credit
availability; shortage of suitable building lotsrimany markets; a shortage of experienced labarbsatantial reduction in speculative home
investment; and soft housing demand. The downtuthe homebuilding industry resulted in a substéméiduction in demand for our products
and services, which in turn had a significant adeesffect on our business and operating resuliagifiscal years 2007 through 2012.

In addition, beginning in 2007, the mortgage masletperienced substantial disruption due to ineagfaults, primarily as a result of
credit quality deterioration. The disruption reedlin a stricter regulatory environment and redunalability of mortgages for potential
homebuyers due to a tight credit market and strgtendards to qualify for mortgages. Mor tgagaricing and commercial credit for smaller
homebuilders continue to be constrained, whicloiwisg a recovery in our industry. Since the hogsimdustry is dependent upon the econ
and employment levels as well as potential hometstigecess to mortgage financing and homebuildaséss to commercial credit, it is liki
that the housing industry will not fully recovertiliconditions in the economy and the credit masketther improve and unemployment rates
decline further.

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

We recorded no goodwill or significant asset impaant charges in continuing operations in 2013, 20612011. If conditions in the
housing industry deteriorate, we may need to takitianal goodwill and/or asset impairment chargaating to certain of our reporting units.
Any such non-cash charges would have an adverset@ffi our financial results. In addition, in resge to industry and market conditions, we
may have to temporarily idle or permanently closgain facilities in under-performing markets, aliigh we have no specific plans to close or
idle additional facilities at this time. Any suchcility closures could have a significant adveri$eot on our financial condition, operating
results, and cash flows.

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

As of December 31, 2013, our debt consisted 00EBillion of our 7.625% Senior Secured Notes ith2021 (“2021 notes”We alsc
have a $175.0 million senior secured revolving itredtility (“2013 facility”). As of December 31,83 we had no outstanding borrowings
under the 2013 facility, although we had $13.9ionillof letters of credit outstanding under the 2€dd@lity. In addition, we have significant
obligations under ongoing operating leases thahateeflected in our balance sheet. See NotetBaa@onsolidated financial statements
included in Item 8 of this annual report on FormKLO
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As of December 31, 201 3, none of our debt wasvariable interest rate, although any amounts begtbin the future under the 2013
facility would bear interest at a variable rateefidfore if interest rates rise, our interest exparmild increase if we were to borrow under the
2013 facility. Based on debt outstanding at DecarBie2013, a 1.0% increase in interest rates woatdesult in any additional interest
expense.

Our substantial debt could have important consetpgeto us, including:
® increasing our vulnerability to general economid amustry conditions

® requiring a substantial portion of our cash flowedisn operations to be dedicated to the paymeptin€ipal and interest on our
indebtedness, therefore reducing our liquidity endability to use our cash flow to fund our openas, capital expenditures, and
future business opportunitie

® exposing us to the risk of increased interest rated corresponding increased interest expensaube@ny future borrowings under
the 2013 facility would be at variable rates otnefst;

* |imiting our ability to obtain additional financinfgr working capital, capital expenditures, debt/g requirements, acquisitions,
and general corporate or other purposes;

* |imiting our ability to adjust to changing marketralitions and placing us at a competitive disadsg@icompared to our competitors
who may have less del

In addition, some of our debt instruments, inclgdinose governing the 2013 facility and our 202tegspcontain crosdefault provision
that could result in our debt being declared immatally due and payable under a number of debt iments, even if we default on only one
debt instrument. In such event, it is unlikely thet would be able to satisfy our obligations uraleof such accelerated indebtedness
simultaneously.

Our financial condition and operating performanod that of our subsidiaries is also subject to giteng economic and competitive
conditions and to certain financial, business, athér factors beyond our control. There are norasses that we will maintain a level of
liquidity sufficient to permit us to pay the pripail, premium, and interest on our indebtedness.

If our cash flows and capital resources are insigffit to fund our debt service obligations, we rhayforced to reduce or delay capital
expenditures, sell assets, seek additional capitagstructure or refinance our indebtedness. & hfisrnative measures may not be successfu
and may not permit us to meet our schedule d debice obligations. In the absence of such opagatsults and resources, we could face
substantial liquidity problems and might be readite dispose of material assets or operations ff@nt to meet our debt service and other
obligations. The agreement governing the 2013ifaahd the indenture governing our 2021 notegicsiur ability to dispose of assets and to
use the proceeds from such dispositions. We map@able to consummate those dispositions or keetaldbtain the proceeds that we could
realize from them, and these proceeds may not éguade to meet any debt service obligations then du

We may have future capital needs and may not be abto obtain additional financing on acceptable terrs.

We are substantially redint on cash on hand and borrowing availability urkde 2013 facility, which totaled $211.8 millioh@ecembe
31, 2013, to provide working capital and fund opertions. Our working capital requirements areljiko grow as the housing market
improves. Our inability to renew, amend or replt=2013 facility or our 2021 notes when requiresvben business conditions warrant, cc
have a material adverse effect on our businesadial condition, and results of operations.

Economic and credit market conditions, the perfaroeaof the homebuilding industry, and our finanptformance, as well as other
factors, may constrain our financing abilities. @bility to secure additional financing, if availapand to satisfy our financial obligations
under indebtedness outstanding from time to timledegpend upon our future operating performance abailability of credit, economic
conditions, and financial, business, and othewofactmany of which are beyond our control. Any vemiag of current housing market
conditions and the macroeconomic factors that affacindustry could require us to seek additiaregdital and have a material adverse effect
on our ability to secure such capital on favorabétens, if at all.

We may be unable to secure additional financinfin@ncing on favorable terms or our operating démlt may be insufficient to satisfy
our financial obligations under indebtedness ountiiteg from time to time, including our 20 21 notexl the 2013 facility. The agreement
governing the 2013 facility, and the indenture goureg the 2021 notes, moreover, restrict the amotipermitted indebtedness allowed. In
addition, if financing is not available when neededis available on unfavorable terms, we may ieble to take advantage of business
opportunities or respond to competitive pressuarg,of which could have a material adverse effeacbur business, financial condition, and
results of operations. If additional funds areedithrough the issuance of additional equity owveotible debt securities, our stockholders may
experience significant dilution.
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We may incur additional indebtedness.

We may incur additional indebtedness in the futineluding collateralized debt, subject to theniegbns contained in the financing
agreement governing the 2013 facility and the ingiengoverning our 2021 notes. If new debt is addeslr current debt levels, the related
risks that we now face could intensify.

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

Our financing arrangements, including the financaggeement governing the 2013 facility, and theidre governing our 2021 notes,
contain various provisions that limit our ability, tamong other things:

® transfer or sell assets, including the equity idés of our restricted subsidiaries, or use asdetfpsoceeds
® incur additional debi

® pay dividends or distributions on our capital stockepurchase our capital sto

®* make certain restricted payments or investme

® create liens to secure de

® enter into transactions with affiliate

®* merge or consolidate with another company or comtito receive the benefits of these financing gearents under a “change in
contro” scenario (as defined in those agreements)

® engage in unrelated business activit

The agreement governing the 2013 facility contaifisancial covenant requiring the satisfactiomohinimum fixed charge coverage
ratio of 1.00 to 1.00 if our excess availabilitgfiled as the sum of our net borrowing availabititys qualified cash, falls below the greater of
$17.5 million or 10% of the maximum borrowing amauks of December 31, 2013, our excess availabilig $211.3 million. Qualified cash
is defined as the amount of unrestricted cash asll equivalents held in deposit or securities attsowhich are subject to control agreements
in favor of our lenders.

These provisions may restrict our ability to expandully pursue our business strategies. Our @gtiiti comply with the agreement
governing the 2013 facility, and the indenture gougg our 2021 notes may be affected by changesiioperating and financial performance,
changes in general business and economic condidverse regulatory developments, a change inaartother events beyond our control.
The breach of any of these provisions, includirgsthcontained in the 2013 facility, and the indengoverning our 2021 notes, could result ir
a default under our indebtedness, which could cthesse and other obligations to become due andofayid any of our indebtedness is
accelerated, we may not be able to repay it.

We occupy most of our facilities under long-term no-cancelable leases. We may be unable to renew lessit the end of their terms. If
we close a facility, we are still obligated underte applicable lease.

Most of our facilities are located in leased prezmisMany of our current leases are non-cancelatgaygically have initial terms
ranging from 5 to 15 years and most provide optiongnew for specified periods of time. We beliévat leases we enter into in the future
likely be long-term and non-cancelable and havelaimenewal options. If we close or idle a fagilimost likely we remain committed to
perform our obligations under the applicable leaggch would include, among other thing s, paynadrthe base rent, insurance, taxes, and
other expenses on the leased property for the talaithe lease term. During the period from 200@ugh 2012, we closed or idled a number
of facilities for which we remain liable on the $eaobligations. Our obligation to continue makiegtal payments in respect of leases for
closed or idled facilities could have a materialerde effect on our business and results of opaismtiAlternatively, at the end of the lease tern
and any renewal period for a facility, we may bahla to renew the lease without substantial aduificost, if at all. If we are unable to renew
our facility leases, we may close or relocate difacwhich could subject us to construction arttler costs and risks, which in turn could have
a material adverse effect on our business andtsesubperations. For example, closing a faciyen during the time of relocation, will redt
the sales that the facility would have contributedur revenues. Additionally, the revenue andipribfany, generated at a relocated facility
may not equal the revenue and profit generateaeagxisting one.

We are a holding company and conduct all of our opations through our subsidiaries.

We are a holding company that derives all of owerapng income from our subsidiaries. All of ousets are held by our direct and
indirect subsidiaries. We rely on the earnings eash flows of our subsidiaries, which are paidsdoy our subsidiaries in the form of
dividends and other payme nts or distributionsné®t our debt service obligations. The ability of subsidiaries to pay dividends or make
other payments or distributions to us will dependteeir respective operating results and may beictd by, among other things, the laws of
their jurisdiction of organization (which may linthe amount of funds available for the payment of
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dividends and other distributions to us), the teofexisting and future indebtedness and othereageats of our subsidiaries, the 2013 facility,
the terms of the indenture governing our 2021 nated the covenants of any future outstanding itedkiess we or our subsidiaries incur.

The building supply industry is cyclical and seasaal.

The building products supply industry is subjectyalical market pressures. Prices of building piaid are subject to fluctuations aris
from changes in supply and demand, national amariational economic conditions, labor costs, coitipet market speculation, government
regulation, and trade policies, as well as froniqac delays in the delivery of lumber and othesdarcts. For example, prices of wood
products, including lumber and panel products saigect to significant volatility and directly affieour sales and earnings. In particular, low
market prices for wood products over a sustainemgpean adversely affect our financial conditiopgerating results and cash flows, as can
excessive spikes in market prices. For the yeaeebcember 31, 2013, average prices for lumbetusmder sheet goods were 17.8% higher
than the prior year. Our lumber and lumber sheetlg@roduct category represented 35.4% of totakdal the year ended December 31, 2
We have limited ability to control the timing anchaunt of pricing changes for building productsatidition, the supply of building products
fluctuates based on available manufacturing capa&ishortage of capacity or excess capacity infidestry can result in significant increases
or declines in market prices for those product®rofvithin a short period of time. Such price flations can adversely affect our financial
condition, operating results and cash flows.

In addition, although weather patterns affect querating results throughout the year, adverse weeditistorically has reduced
construction activity in the first and fourth querg in our markets. To the extent that hurricasegere storms, floods, other natural disasters c
similar events occur in the markets in which werapes our business may be adversely aff ected. Wieigate that fluctuations from period to
period will continue in the future.

The loss of any of our significant customers couldffect our financial health.

Our 10 largest customers generated approximateBfR2nd 22.8% of our sales for the years endedeee31, 2013 and 2012,
respectively. We cannot guarantee that we will ta@&mnor improve our relationships with these custogror that we will continue to supply
these customers at historical levels. Due to thakweusing market over the past several years, maoyr homebuilder customers
substantially reduced their construction activBpme homebuilder customers exited or severelyidthuilding activity in certain of our
markets.

In addition, production homebuilders and other aors may: (1) seek to purchase some of the preduat we currently sell directly
from manufacturers, (2) elect to establish theindwilding products manufacturing and distributfanilities, or (3) give advantages to
manufacturing or distr ibution intermediaries inieththey have an economic stake. Continued coreidiol among production homebuilders
could also result in a loss of some of our presastomers to our competitors. The loss of one aembour significant customers or
deterioration in our relations with any of them kbsignificantly affect our financial condition, emating results and cash flows. Furthermore,
our customers are not required to purchase anymmimi amount of products from us. The contractswiiech we have entered with most of
our professional customers typically provide thatsupply particular products or services for aatemperiod of time when and if ordered by
the customer. Should our customers purchase odupt®in significantly lower quantities than thegvk in the past, such decreased purchase
could have a material adverse effect on our fireraindition, operating results, and cash flows.

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

The building products supply industry is highlygraented and competitive. We face significant coitipatfrom local and regional
building materials chains, as well as from privatelvned single site enterprises. Any of these cditque may (1) foresee the course of marke
development more accurately than we do, (2) devetoducts that are superior to our products, (3ehhe ability to produce or supply similar
products at a lower cost, (4) develop strongetticeiahips with local homebuilders, (5) adapt moueckly to new technologies or evolving
customer requirements than we do, or (6) have adodinancing on more favorable terms that wedaatain in the market. As a result, we n
not be able to compete successfully with themdihiteon, home center retailers, which have histdhjcconcentrated their sales efforts on re
consumers and small contractors, may in the fuhtemsify their marketing efforts to professionahiebuilders. Furthermore, certain product
manufacturers sell and distribute their produatsaliy to production homebuilders. The volume affsdirect sales could increase in the fut
Additionally, manufacturers of products distributedus may elect to sell and distribute directiyhtamebuilders in the future or enter into
exclusive supplier arrangements with other distobal Consolidation of production homebuilders mesult in increased competition for their
business. Finally, we may not be able to maintainoperating costs or product prices at a levei@antly low for us to compete effectively.
we are unable to compete effectively, our financ@ldition, operating results, and cash flows maadiversely affected.
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We are subject to competitive pricing pressure fromour customers.

Production homebuilders historically have exerigdiicant pressure on their outside supplierseegkprices low because of their
market share and their ability to leverage suchketashare in the highly fragmented building produsipply industry. The housing industry
downturn resulted in significantly increased pricpressures from production homebuilders and athstomers. Over the past few years, thes
pricing pressures have adversely affected our tipgreesults and cash flows. In addition, contingedsolidation among production
homebuilders, and changes in production homebwilgerrchasing policies or payment practices, coesdilt in additional pricing pressure.

The ownership position of affiliates of JLL Partners Inc. and Warburg Pincus LLC limits other stockholders’ ability to influence
corporate matters.

JLL Partners Inc. (“JLL") and Warburg Pincus LLGNarburg Pincus”) together own in excess of 50%wfautstanding common
stock. F ive of our ten directors hold positionshwéffiliates of either JLL or Warburg Pincus. Acdmgly, JLL and Warburg Pincus have
significant influence over our management and effand over all matters requiring stockholder apakdncluding the election of directors &
significant corporate transactions, such as a mengether sale of our company or its assets. ¢higentrated ownership position limits other
stockholders’ ability to influence corporate mattand, as a result, we may take actions that séimar stockholders do not view as beneficial.
Additionally, JLL and Warburg Pincus are in the iness of making investments in companies and nragy fime to time, acquire and hold
interests in businesses that compete directlydirgntly with us. These entities may also pursaoetteir own accounts, acquisition
opportunities that may be complementary to ourress, and, as a result, those acquisition opptigamay not be available to us. Further,
certain provisions of our amended and restatedficate of incorporation and amended and restajgals may limit your ability to influence
corporate matters, and, as a result, we may tal@nadhat some of our stockholders do not viewerseficial.

Our continued success will depend on our ability toetain our key employees and to attract and retaimew qualified employees.

Our success depends in part on our ability toetithare, train, and retain qualified managerigle@tional, sales, and other personnel.
We face significant competition for these typewiployees in our industry and from other industVge may be unsuccessful in attracting
retaining the personnel we require to conduct apeed our operations successfully. In addition, gessonnel may leave us and compete
against us. Our success also depends to a sigrifigéent on the continued service of our senionagament team. We may be unsuccessful |
replacing key managers who either resign or refine loss of any member of our senior managemant t& other experienced, senior
employees could impair our ability to execute ousibess plan, cause us to lose customers and reducet sales, or lead to employee moral
problems and/or the loss of other key employeeaninsuch event, our financial condition, operatiesults, and cash flows could be adversel
affected.

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

We are involved in product liability, product wantg, casualty, construction defect, and other ctaielating to the products we
manufacture and distribute, and services we prowide if adversely determined, could adverselg@fbur financial conditi on, operating
results, and cash flows. We rely on manufacturedsather suppliers to provide us with many of thedpicts we sell and distribute. Because
do not have direct control over the quality of spebducts manufactured or supplied by such thindypguppliers, we are exposed to risks
relating to the quality of such products. In additiwe are exposed to potential claims arising ftoenconduct of our employees, and
homebuilders and their subcontractors, for whicheg be contractually liable. Although we currentigintain what we believe to be suitable
and adequate insurance in excess of our self-idam®unts, there can be no assurance that weendble to maintain such insurance on
acceptable terms or that such insurance will pmeidequate protection against potential liabilittr®duct liability, product warranty, casua
construction defect, and other claims can be expens defend and can divert the attention of manzgnt and other personnel for significant
periods, regardless of the ultimate outcome. Claifrikis nature could also have a negative impaatustomer confidence in our products anc
our company. In addition, we are involved on anaing basis in other types of legal proceedings.cafeot assure you that any current or
future claims will not adversely affect our finaalctondition, operating results, and cash flows.

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

Our ability to offer a wide variety of productsdar customers is dependent upon our ability toink#dequate product supply from
manufacturers and other suppliers. Generally, codycts are obtainable from various sources amsdfiicient quantities. However, the loss
or a substantial decrease in the availability addpcts from our suppliers or the loss of key sigo@rrangements could adversely impact our
financial condition, operating results, and caskv.
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Although in many instances we have agreementsauitisuppliers, these agreements are generallyriabtd by either party on limited
notice. Failure by our suppliers to continue topypus with products on commercially reasonablentgror at all, could put pressure on our op
rating margins or have a material adverse effeaiwrfinancial condition, operating results, andltflows. Short-term changes in the cost of
these materials, some of which are subject to fsogmt fluctuations, are sometimes, but not alwagssed on to our customers. Our delayed
ability to pass on material price increases toaustomers could adversely impact our financial @ operating results, and cash flows.

A range of factors may make our quarterly revenuesnd earnings variable.

We have historically experienced, and in the futuilecontinue to experience, variability in revessiand earnings on a quarterly basis.
The factors expected to contribute to this varighihclude, among others: (1) the volatility ofiges of lumber, wo od products and other
building products, (2) the cyclical nature of thanebuilding industry, (3) general economic condisian the various local markets in which
compete, (4) the pricing policies of our compestidb) the production schedules of our customers (&) the effects of the weather. These
factors, among others, make it difficult to projeat operating results on a consistent basis, wmia affect the price of our stock.

We may be adversely affected by any disruption inwr information technology systems.

Our operations are dependent upon our informagohrtology systems, which encompass all of our ntajsiness functions. Our
primary ERP system, which we use for operationsesgmting approximately 98% of our sales, is a petgry system that has been highly
customized by our computer programmers. Our cénddhfinancial reporting system currently drawsadiadm our ERP systems. We rely uj
such information technology systems to manage epiémish inventory, to fill andhip customer orders on a timely basis, and todipate ou
sales activities across all of our products andises. A substantial disruption in our informatii@ehnology systems for any prolonged time
period (arising from, for example, system capaliityts from unexpected increases in our volumeusibess, outages, or delays in our sen
could result in delays in receiving inventory anghglies or filling customer orders and adversefg@four customer service and relationships.
Our systems might be damaged or interrupted byralabn man-made events or by computer viruses,ipalysr electronic break-ins, or similar
disruptions affecting the global Internet. Thera ba no assurance that such delays, problemssts will not have a material adverse effec
our financial condition, operating results and ctisWs.

We may be adversely affected by any natural or mamade disruptions to our distribution and manufacturing facilities.

We currently maintain a broad network of distribateind manufacturing facilities throughout the heut and eastern U.S. Any
widespread disruption to our facilities resultimgrh fire, earthquake, weather-related events, aofaerrorism, or any other cause could
damage a significant portion of our inventory andld materially impair our ability to distribute oproducts to customers. Moreover, we ct
incur significantly higher costs and longer leades associated with distributing our product supaustomers during the time that it takes for
us to reopen or replace a damaged facility. Intaaidiany shortages of fuel or significant fuel tioereases could disrupt our ability to
distribute products to our customers. If any okthevents were to occur, our financial conditiggerating results, and cash flows could be
materially adversely affected.

We may be unable to successfully implement our grdtv strategy, which includes increasing sales of oyrefabricated components and
other value-added products, pursuing strategic acqgitions and opening new facilities.

Our long-term strategy depends in part on growimgsales of prefabricated components and otheevatlded products and increasing
our market share. If any of these initiatives asesuccessful, or require extensive investmentgoowth may be limited, and we may be
unable to achieve or maintain expected levels ofvfr and profitability.

Our long-term business plan also provides for e growth through strategic acquisitions and migggrowth through the
construction of new facilities or the expansioregisting facilities. Failure to identify and acqusuitable acquisition candidates on appropriat
terms could have a material adverse effect on mwtl stra tegy. Moreover, our reduced operatirsglte during the housing downturn, our
liquidity position, or the requirements of the 2da8ility or the indenture governing our 2021 notsuld prevent us from obtaining the capital
required to effect new acquisitions or expansidrexasting facilities. Our failure to make successfcquisitions or to build or expand faciliti
including manufacturing facilities, produce saleaptoduct, or meet customer demand in a timely macould result in damage to or loss of
customer relationships, which could adversely affer financial condition, operating results, ardft flows. In addition, although we have
been successful in the past in integrating 27 attipris, we may not be able to integrate the operatof future acquired businesses with our
own in an efficient and cost-effective manner othwut significant disruption to our existing opéwas. Acquisitions, moreover, involve
significant risks and uncertainties, including utamties as to the future financial performancéhef acquired business, difficulties integrating
acquired personnel and corporate cultures intdasmess, the potential loss of key employeespossts or suppliers, difficulties in
integrating different computer and accounting systeexposure to unforeseen liabilities of acquaechpanies, and the diversion of
management attention and resources from existiegatipns. We may be unable to successfully completential acquisitions due to multiple
factors, such as
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issues related to regulatory review of the propdsmusactions. We may also be required to incuitiati@l debt in order to consummate
acquisitions in the future, which debt may be saisal and may limit our flexibility in using ouash flow from operations. Our failure to
integrate future acquired businesses effectively ananage other consequences of our acquisitieclading increased indebtedness, could
prevent us from remaining competitive and, ultimhateould adversely affect our financial conditiaperating results, and cash flows.

Federal, state, local and other regulations couldipose substantial costs and/or restrictions on owperations that would reduce our ne
income.

We are subject to various federal, state, local,@her regulations, including, among other thimggulations promulgated by the
Department of Transportation and applicable toftmat of delivery trucks, work safety regulatiomr®mulgated by the Department of Labor’s
Occupational Safety and Health Administrat ion, Evypment regulations promulgated by the United St&tqual Employment Opportunity
Commission, accounting standards issued by thenEiabAccounting Standards Board or similar enditiend state and local zoning restricti
and building codes. More burdensome regulatoryiremqents in these or other areas may increaseemargl and administrative costs and
adversely affect our financial condition, operatiegults, and cash flows. Moreover, failure to chmyth the regulatory requirements
applicable to our business could expose us to antigk penalties that could adversely affect onarficial condition, operating results and cash
flows.

We are subject to potential exposure to environmeat liabilities and are subject to environmental reglation.

We are subject to various federal, state, and lecaironmental laws, ordinances, and regulatiofthoigh we believe that our facilities
are in material compliance with such laws, ordiran@nd regulations, as owners and lessees qingagrty, we can be held liable for the
investigation or remediation of contamination ontsproperties, in some circumstances, without kgawhether we knew of or were
responsible for such contamination. No assuranaéegrovided that remediation may not be requimgtie future as a result of spills or
releases of petroleum products or hazardous sudestatine discovery of unknown environmental coad#j more stringent standards regardin
existing residual contamination, or changes indiagjion, laws, rules or regulations. More burdens@mvironmental regulatory requirements
may increase our general and administrative cogtsadversely affect our financial condition, opergtresults, and cash flows.

We may be adversely affected by uncertainty in theconomy and financial markets, including as a resubf terrorism or unrest in the
Middle East or elsewhere.

Instability in the economy and financial marketsliding as a result of terrorism or unrest iniddle East or elsewhere, may resul
a decrease in housing starts, which would adveedéd¢t our business. In addition, such unresetated adverse developments, including a
reta liatory military strike or terrorist attackaycause unpredictable or unfavorable economicitond and could have a material adverse
effect on our financial condition, operating resuind cash flows. Any shortages of fuel or sigaifit fuel cost increases related to geopolitica
conditions could seriously disrupt our ability tisttibute products to our customers. In additiomméstic terrorist attacks may affect our ability
to keep our operations and services functioningenrg and could have a material adverse effectwrfinancial condition, operating results,
and cash flows.

Iltem 1B. Unresolved Staff Comments
None.
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Item 2. Properties

We have a broad network of distribution and manufaag facilities in 9 states throughout the southend eastern U.S. We have 53
distribution facilities and 47 manufacturing faités, many of which are co-located in the followmarkets:

Alabama Maryland/Virginia South Carolina

Auburn Baltimore/Washington Senecs

Central Alabama’ Northeast Maryland Charleston®
Columbia*

Florida North Carolina Florence

Bunnell Charlotte* Grand Strand*

Emerald Coast* Fayetteville Greenville*

Jacksonville* High Point* Southeast South Carolina

Orlando Raleigh*

South Florida* Washington Tennessee

Tampa* Western North Carolina* Eastern Tennessee*

Wilmington Knoxville

Georgia Nashville*

Atlanta*

Central Georgia Texas

Northern Georgi; Dallas/Fort Worth*
San Antonio*
Austin*
Houston*

*Markets with manufacturing facilitie

Distribution centers typically include 15 to 25 esiof outside storage, a 60,000 square foot wasehdid,000 square feet of office sp.
and 30,000 square feet of covered storage. Th@ewdsea provides space for lumber storage anaigingt area for delivery while the
warehouse stores millwork, windows and doors. Tiktxidution centers are usually located in indadtireas with low cost real estate and eas
access to freeways to maximize distribution efficieand convenience. A majority of the distributmanters are situated on rail lines for
efficient receipt of goods.

Our manufacturing facilities produce trusses, \palhels, engineered wood, stairs, windows, pre-lloogs and custom millwork. In
many cases, they are located on the same prensiges distribution facilities. Truss and panel mfawcturing facilities vary in size from
30,000 square feet to 60,000 square feet withl®tacres of outside storage for lumber and fosfiad goods. Our window m anufacturing
facility in Houston, Texas has approximately 200,8quare feet.

We lease 52 facilities and own 20 facilities. Thieseses typically have an initial operating leasentof 5 to 15 years and most provide
options to renew for specified periods of time. Ajarity of our leases provide for fixed annual edst Certain of our leases include provisions
for escalating rent, as an example, based on ckangke consumer price index. Most of the leasgsire us to pay taxes, insurance and
common area maintenance expenses associated wipindperties.

We operate a fleet of approximatdlyl 00 trucks to deliver products from our distribatand manufacturing centers to job sites. Thrc
our emphasis on local market flexibility and stgatally placed locations, we minimize shipping dredght costs while maintaining a high
degree of local market expertise. Through knowleafgecal homebuilder needs, customer coordinadiod rapid restocking ability, we reduce
working capital requirements and guard againstodigttock products. We believe that this reliabilgyhighly valued by our customers and
reinforces customer relationships.
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Item 3. Legal Proceedings

We are involved in various claims and lawsuitsdecital to the conduct of our business in the orglicaurse. We carry insurance
coverage in such amounts in excess of ourissifred retention as we believe to be reasonalderutthe circumstances and that may or may
cover any or all of our liabilities in respect déiecns and lawsuits. We do not believe that themate resolution of these matters will have a
material adverse effect on our con solidated firenmsition, cash flows or operating results.

Although our business and facilities are subjedetteral, state and local environmental regulatimvironmental regulation does not
have a material effect on our operations. We belieat our facilities are in material compliancéwsuch laws and regulations. As owners an
lessees of real property, we can be held liablé¢hfeinvestigation or remediation of contaminationsuch properties, in some circumstances
without regard to whe ther we knew of or were resgilnle for such contamination. Our current expamdg with respect to environmental
investigation and remediation at our facilities ari@imal, although no assurance can be providetdhiogae significant remediation may not be
required in the future as a result of spills oeasles of petroleum products or hazardous substantes discovery of unknown environmental
conditions, or changes in legislation, laws, rdesegulations.

Item 4. Mine Safety Disclosures
Not applicable.
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PART Il

Item 5. Market for Registrant’'s Common Equity, Related $tdolder Matters and Issuer Purchases of Equity Baties

Our common stock is traded on the NASDAQ Stock Mathk C under the symbol “BLDR”. On February 26, 201he closing price of
our common stock as reported on the NASDAQ StockkietaLLC was $8.51. The approximate number of stotiters of record of our
common stock on that date was 93, although we\etleat the number of beneficial owners of our camrstock is substantially greater.

The table below sets forth the high and low satep of our common stock for the periods indicated

High Low

2013

First quartel $ 6.5 $ 5.1%
Second quarte $ 732 % 5.0C
Third quartel $ 6.94 $ 5.1¢f
Fourth quarte $ 7.94 $ 5.6
2012

First quartel $ 455 $ 1.9t
Second quarte $ 49t $ 3.3¢
Third quartel $ 54¢ $ 3.5C
Fourth quarte $ 6.05 $ 4.21

We have not declared or paid cash dividends itvileemost recent fiscal years. Any future determaratelating to dividend policy will
be made at the discretion of our board of direcamid will depend on a number of factors, includiestrictions in our debt instruments, as well
as our future earnings, capital requirements, firditondition, prospects and other factors thatbmard of directors may deem relevant. The
financing agreement governing the 2013 facility #malindenture governing our 2021 notes curremtbgrict our ability to pay dividends. See
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations — Liquidity aapital Resources” contained in
Item 7 of this annual report on Form 10-K.

Recent Sales of Unregistered Securit

On December 18, 2013, the Company issued 280, @slof its common stock to Highbridge Principaht&gies — Senior Loan Fund
I, L.P. (“Highbridge SLF 11") upon the cashlesseggise of warrants held by Highbridge SLF Il toghase 435,855 shares of the Company’s
common stock at a price of $2.50 per share. Irc#shless exercise, Highbridge SLF Il surrenderedght to receive 155,059 shares of our
common stock in payment of the exercise price. &lsbsres had a valu e of $1,089,631 based on Hae dolume-weighted average price of
our common stock on the exercise date. The shasmmon stock were issued in reliance on the exiemgrom registration pursuant to
Section 4(2) of the Securities Act of 1933, as atheen

On December 18, 2013, the Company issued 170,Iat@sbf its common stock to Highbridge Senior L8auator A Investment Fund,
L.P. ("Highbridge SLSAIF") upon the cashless exseodf warrants held by Highbridge SLSAIF to pureh264,145 shares of the Company’s
common stock at a price of $2.50 per share. Irc#shless exercise, Highbridge SLSAIF surrendesadght to receive 93,972 shares of our
common stock in payment of the exercise price. &lsbsres had a value of $660,360 based on thardablumeweighted average price of ¢
common stock on the exercise date. The sharesnofom stock were issued in reliance on the exemffitan registration pursuant to Section
4(2) of the Securities Act of 1933, as amended.
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The following graph and table demonstrate the perémce of the cumulative total return to the stadttérs of our common stock duri
the five year period in comparison to the cumufatital returns of the Russell 2000 index and #&E 800 Building Products index. The gre
an d table track the performance of a $100 investimeour common stock and in each of the indexéth(the reinvestment of all dividends)
from December 31, 2008 to December 31, 2013.

COMPARI3SON OF 5 YEAR CUMULATIVE TOTAL RETURN®
Among Builders FirstSource, Inc, the Russell 2000 Index, and S3&F 600 Building Products Index

5500
§450 -

§350 -
§300 -
§250 -
$200 -
§150 -
$100 P

550 -

12108 12109 1210 12111 12112 1213

—&— Builders FirstSource, Inc. —-4—- Russell 2000 -z~ S&P 600 Building Products Index

Year Ended December 31
2008 2009 2010 2011 2012 2013

Builders FirstSource, In $ 100.0¢ $ 250.9¢ $ 128.7¢ $ 133.3: $ 364.7: $ 466.0!
Russell 200( $ 100.0C $ 12717 $ 161.3: $ 154.5¢ $ 179.8¢ $ 249.6¢
S&P 600 Building Product $ 100.0C $ 121.7: $ 135.2¢ $ 1235 $ 152.3: $ 200.97

The information regarding securities authorizedi$suance under equity compensation plans appears idefinitive proxy statement
for our annual meeting of stockholders to be held/ay 2 1, 2014 under the caption “Equity CompeinsaPlan Information,” which
information is incorporated herein by reference.
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Item 6. Selected Financial Data

The following selected consolidated financial datathe years ended December 31, 2013, 2012 antl @0d as of December 31, 2013

and 2012 were derived from our consolidated finalnsiatements that have been audited by PricevatseiCoopers LLP, independent
registered public accounting firm, and are includedtem 8 of this annual report on Form 10-K. &elé consolidated financial data as of
December 31, 2011 and as of and for the years ebdeember 31, 2010 and 2009 were derived from onsalidated financial statements t
have been audited by PricewaterhouseCoopers LLtRyrbeunot included herein.

The following data should be read in conjunctiothwiManagement’s Discussion and Analysis of Finah€ondition and Results of

Operations” contained in Item 7 of this annual mepa Form 10-K and with our consolidated finan@ttements and related notes included a
Item 8 of this annual report on Form 10-K.

Year Ended December 31
2013 2012 2011 2010 2009
(In thousands, except per share amountt

Statement of operations data

Sales $ 1,489,89 $ 1,070,671 $ 779,090 $ 700,34 $ 677,88t
Gross margir 319,92( 214,56t 157,94! 131,75¢ 142,40¢
Selling, general and administrative exper 271,88! 222,26: 192,95¢ 194,09:. 201,40:
Asset impairment — 48 — 83¢ 47C
Facility closure cost (7 95¢ 2,461 55¢ 1,20C
Loss from continuing operations(1)( (42,365 (54,419 (64,63) (94,297 (56,889
Loss from continuing operations per sh— basic and diluted(z $ (0.449) $ (057 $ (0.6¢) $ (1.09) $ (1.45)
Balance sheet data (end of period
Cash and cash equivalel $ 54,69¢ $ 131,43. $ 146,830 $ 103,23: $ 84,09
Total assets(4 515,83¢ 550,84: 493,79« 419,08t 440,39:
Total debt (including current portio 353,97: 360,95! 297,50¢ 169,10: 299,18:
Stockholder’ equity 15,36¢ 48,09¢ 101,22: 159,50! 46,94
Other financial data:
Depreciation and amortization (excluding discongiciu

operations’ $ 9,30t $ 11,12( $ 14,04. $ 15,43 $ 17,91t

(1)

(2)

(3)

(4)

Loss from continuing operations included auatibn allowance of $15.3 million against primaidly of our deferred tax assets for the
year ended December 31, 2013, which is exclusig&Od million related primarily to reversals of @ntain tax positions due to stati
expirations that affected our net operating lossyfarward and valuation allowance. Loss from coaing operations included a
valuation allowance of $19.6 million, $26.1 milligp35.4 million and $3.9 million against primardyl of our deferred tax assets for the
years ended December 31, 2012, 2011, 2010 and a88@3scussed in Note 11 to the consolidated fiahatatements included in Iterr
of this annual report on Form -K.

Loss from continuing operations for year enBe¢ember 31, 2013 included a $39.5 million preparynpenalty related to the early
termination of our $225.0 million fir-lien term loan due 201!

For the year ended December 31, 2009, loss fmntinuing operations per share — basic andatiiutreflects an increase to the number
of weighted average common shares by an adjustiaetotr of 1.09 related to the bonus element creimtednnection with our common
stock rights offering in January 201

Total assets for December 31, 2011 have bedassified to conform to current period preseatatin addition, amounts for
December 31, 2011, 2010 and 2009 have been reiiggesent insurance related receivables and payabl a gross basis. This revision
increased total assets by $4.2 million, $6.3 nmllémd $5.4 million, respectivel
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Item 7. Management's Discussion and Analysis of Financi@bndition and Results of Operations

The following discussion of our financial conditiand results of operations should be read in catijom with the selected financial dz
and the consolidated financial statements andeladtes contained in Item 6. Selected FinanciéhBad Item 8. Financial Statements and
Supplementary Data of this annual report on ForrLeespectively. See “Risk Factors” containedtem 1A. Risk Factors of this annual
report on Form 10-K and “Cautionary Statement” aored in Iltem 1. Business of this annual reporForm 10-K for a discussion of the
uncertainties, risks and assumptions associatédthdise statements.

OVERVIEW

We are a leading supplier and manufacturer of &traband related building products for residentiev construction in the U.S. We
offer an integrated solution to our customers ming manufacturing, supply and installation of i fange of structural and related building
products. Our manufactured products include ounfgebuilt roof and floor trusses, wall panels atdirs, aluminum and vinyl windows,
custom millwork and trim, as well as engineered avtitat we design and cut for each home. We alssnase interior and exterior doors into
pre-hung units. Additionally, we supply our customeith a broad offering of professional grade #inigy products not manufactured by us,
such as dimensional lumber and lumber sheet geadsus window, door and millwork lines, as wellabinets, roofing and hardware. Our
full range of construction-related services incligeofessional installation, turn-key framing ahelsconstruction, and spans all our product
categories.

We group our building products into five producteggories:

® Prefabricated ComponentOur prefabricated components consist of wood feoat roof trusses, steel roof trusses, wall panels,
stairs, and engineered wo

® Windows & DoorsOur windows & doors category is comprised of thenafacturing, assembly, and distribution of windcasl the
assembly and distribution of interior and extedoor units.

® Lumber & Lumber Sheet GoolLumber & lumber sheet goods include dimensionaldemplywood, and OSB products used in on-
site house framing

* Millwork. Millwork includes interior trim, exterior trim, camns and posts that we distribute, as well as oustderior features that
we manufacture under the Synbo®brand name

e Other Building Products & Service®ther building products & services are comprisegrofiucts such as cabinets, roofing and
insulation and services such as tay framing, shell construction, design assistaand, professional installation spanning all of
product categorie!

Our operating results are dependent on the follgwiends, events and uncertainties, some of whigtba@yond our control:

® Homebuilding IndustryOur business is driven primarily by the residentielv construction market, which is in turn dependgion
a number of factors, including demographic tremutgrest rates, consumer confidence, employmees rédreclosure rates, and the
health of the economy and mortgage markets. Duhiadousing downturn, which began in 2006, manydtariiders significantly
decreased their starts because of lower demandraagcess of home inventory. However, U.S. singtailfy housing starts
increased to 618,400 in 2013, which is the higheasl achieved since 2008. Despite this incredaglesfamily housing starts
remain well below the historical average (from 1#m®ugh 2012) of 1.0 million per year. Due to tbwer levels in housing starts
and increased competition for homebuilder busingeshave and will continue to experience pressarew gross margins. We still
believe there are several meaningful trends tieatate U.S. housing demand will likely recoverlie fong term and that the recent
downturn in the housing industry is likely a trougtthe cyclical nature of the residential constiarcindustry. These trends include
relatively low interest rates, the aging of houssitack, and normal population growth due to immtigraand birthrate exceeding
death rate. Industry forecasters expect to seémtmu improvement in housing demand over the rextyfears

® Targeting Large Production Homebuildefver the past ten years, the homebuilding indusisyundergone consolidation, and the
larger homebuilders have increased their markaeshde expect that trend to continue as larger haifders have better liquidity
and land positions relative to the smaller, legatabzed homebuilders. Our focus is on maintainielgtionships and market share
with these customers while balancing the competitixessures we are facing in servicing large hoitdsys with certain
profitability expectations. Our sales to the “BeitdL00,” the country’s largest 100 homebuildersréased 33.2% during 2013,
compared to a 15.5% increase in actual U.S. sifagiely housing starts for the year. We expect thatability to maintain strong
relationships with the largest builders will beabito our ability to expand into new markets ashaslgrow our market share.
Additionally, we have been successful in expandingcustom homebuilder base while maintaining atzt#e credit standard
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* Use of Prefabricated Componeni&gior to the housing downturn, homebuilders wepedasingly using prefabricated components ir
order to realize increased efficiency and improgadlity. Shortening cycle time from start to contjgle was a key imperative of the
homebuilders during periods of strong consumer aeim@uring the housing downturn, that trend deedéat as cycle time had less
relevance. Customers who traditionally used prétabed components, for the most part, still do. ldeer, the conversion of
customers to this product offering slowed during downturn. We are seeing this trend reverse astigential new construction
market continues to strengthe

® Economic ConditionsEconomic changes both nationally and locally in markets impact our financial performance. Theding
products supply industry is highly dependent upew home construction and subject to cyclical macketnges. Our operations are
subject to fluctuations arising from changes in@y@and demand, national and local economic cowmiti labor costs, competition,
government regulation, trade policies and othetofacthat affect the homebuilding industry suclde@sographic trends, interest
rates, single-family housing starts, employmenelgyconsumer confidence, and the availabilityrefiit to homebuilders,
contractors, and homeowners. Over the past fewsyda mortgage markets have experienced substdistiaption due to increast
defaults. This resulted in a stricter regulatoryimmment and reduced availability of mortgagesgotential homebuyers due to an
illiquid credit market and tighter standards to lifydor mortgages. Mortgage financing and commakcredit for smaller
homebuilders continue to be constrained. As theingundustry is dependent upon the economy andeyment levels as well as
potential homebuyers’ access to mortgage finanaimyhomebuilders’ access to commercial credis, likely that the housing
industry will not fully recover until conditions ithe economy and the credit markets improve andhpi@yment rates declin

® Cost of MaterialsPrices of wood products, which are subject to catlimarket fluctuations, may adversely impact ofyegancome
when prices rapidly rise or fall within a relatiyedhort period of time. We purchase certain malgriacluding lumber products,
which are then sold to customers as well as useéditest production inputs for our manufactured anefabricated products. Short-
term changes in the cost of these materials, sdwhich are subject to significant fluctuationse @ometimes passed on to our
customers, but our pricing quotation periods metlour ability to pass on such price changes. Vég also be limited in our abilit
to pass on increases onlinund freight costs on our products due to thespoicfuel. Our inability to pass on material prinerease:
to our customers could adversely impact our opsgatsults

* Controlling Expense®nother important aspect of our strategy is colitrglcosts and enhancing our status as a low-agktibg
materials supplier in the markets we serve. Wegbase attention to managing our working capital apdrating expenses. We have
a “best practices” operating philosophy, which emages increasing efficiency, lowering costs, imprg working capital, and
maximizing profitability and cash flow. We constigrainalyze our workforce productivity to achieve thptimum, cost-efficient
labor mix for our facilities. Further, we pay caredittention to our logistics function and its effen our shipping and handling co

® Expand into Mul-Family and Light Commercial Busine€3ur primary focus has been, and continues to bsjrayle-family
residential new construction. However, we will dooe to identify opportunities for incremental gtable growth in the multi-
family and light commercial market

CURRENT OPERATING CONDITIONS AND OUTLOOK

Though the level of housing starts remains nedotigslows, the homebuilding industry has shown iayement since 2011. According
to the U.S. Census Bureau, actual U.S. single-fahulsing starts for 2013 were 618,400, an incred4®.5% compared to 2012, but
approximately 57.8% lower than when the downturgdmein 2006. Actual single-family starts in the 8oRegion, as defined by the U.S.
Census Bureau and which encompasses our entireagédndg footprint, increased to 326,300 in the aotrgear, up 15.5% from 2012, while
single-family units under construction in the SoR#gion increased 25.4% compared to 2012. Whiléadlusing industry has shown recent
signs of improvement, the limited availability aedit to smaller homebuilders and potential homebsiya slow economic recovery, and high
unemployment rates, among other factors could deelstyonger recovery. The National Association ofrtébuilders (“NAHB”) is forecasting
821,800 U.S. single-family housing starts for 204Mich is an increase of 32.3% from 2013.

We achieved a 39% increase in sales during 2013 as compared tpribeyear. We believe our broad offering of buiigiproducts an
construction services represents a value propaditi@ur customers that is superior to that of@mpetitors. We believe this allowed us to
increase our sales volumes at a rate in exces®adhtrease in new residential construction duttmegcurrent year as we gained market sha
expanding our customer base and promoting our &y of products and services to existing custem&trthe same time, our gross margin
percentage increased by 1.5% during 2013 compar2d2. Our gross margin percentage increased [u@pdly due to improved customer
pricing with the remainder due to leveraging fixadts within cost of goods sold and improved sales We have continued to manage our
operating expenses during 2013 with a key focusamserving liquidity. Our selling, general, and aistrative expenses, as a percentage of
sales, decreased 2.5% in the current year compau2@il2. We made significant changes to our busidasing the downturn that have
improved our operating efficiency and allowed ubétter leverage our operating costs against clsaingsales.
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We still believe the long-term outlook for the himgsindustry is positive due to growth in the urgielg demographics. We feel we are
well-positioned to take advantage of any constoucictivity in our markets and continue to increagemarket share. We will continue to
focus on working capital by closely monitori ng #redit exposure of our customers and by workindp wur vendors to improve our payment
terms and pricing on our products. We will alsotemre to work diligently to achieve the appropriatdance of short-term cost reductions
while maintaining the expertise to grow the busings market conditions improve. We want to creatg-term shareholder value and avoid
taking steps that will limit our ability to compete

DEBT REFINANCING

In May 2013, we completed a private offering of @Xbmillion in aggregate principal amount of 7.625&fior secured notes due 2021
(2021 notes”) at a price equal to 100% of thegefaalue. In conjunction with the offering, we atsttered into a new 5-year $175.0 million
senior secured revolving credit facility agreem@n013 facility”) provided by a syndicate of finaa€institutions led by SunTrust Bank as
administrative agent.

We used the proceeds from the 2021 notes offetaggther with cash on hand, to redeem $139.7 millidSecond Priority Senior Secu
red Floating Rate Notes due 2016 (“2016 notes”pap off our $225.0 million first-lien term loan @015 (“term loan”), including the
prepayment premium, and to pay fees and expenlsgésdé¢o the transaction.

Upon the repayment of the outstanding borrowings@ayment of the prepayment premium and accruedest, we terminated the term
loan, which included a $15.0 million letter of citeslib-facility (“sub-facility”). The $12.7 milliorof outstanding letters of credit under the sub:
facility at th e time were transferred to the 2@4@lity. At the same time, we also terminated $L0.0 million letter of credit stand-alone
facility (“stand-alone facility”). There were notters of credit outstanding under the stand-alawdify at the time of termination.

For the year ended December 31, 2013, interesneepacluded refinancing costs of approximately.&48illion. These refinancing
costs include the $39.5 million prepayment premamthe Term Loan, a $6.8 million writ#f of unamortized debt discount on the Term Lu
and a $2.1 million write-off of unamortized defetri@an costs on the Term Loan and 2016 Notes.

These refinancing charges negatively impacted esults for the year ended December 31 , 2013. Heryves a result of our new capital
structure our annual cash interest going forwattldecrease by approximately $16.0 million, to apgmately $28.0 million, assuming there
are no borrowings under the 2013 facility.

RESULTS OF OPERATIONS

The following table sets forth the percentage ieteship to sales of certain costs, expenses amanadtems for the years ended
December 31:

2013 2012 2011
Sales 100.(% 100.(% 100.(%
Cost of sale: 78.5% 80.(% 79.1%
Gross margir 21.5% 20.(% 20.2%
Selling, general and administrative exper 18.2% 20.8% 24.8%
Asset impairment 0.C% 0.C% 0.C%
Facility closure cost 0.C% 0.C% 0.2%
Income (loss) from operatiol 3.2% (0.8% (4.9%
Interest expense, n 6.C% 4.2% 3.2%
Income tax expens 0.1% 0.1% 0.2%
Loss from continuing operatiol (2.9% (5.1)% (8.9%
Loss from discontinued operations, net of (0.0% (0.2)% (0.0%
Net loss (2.99% (5.9% (8.9%

2013 Compared with 2012

SalesSales for the year ended December 31, 2013 wed8%3, million, a 39.2% increase from sales of $Q,0illion for 2012.
Actual U.S. single-family housing starts increa&&b% in 2013 as compared to 2012. In the SoutldRegctual single-family starts also
increased 15.5% compared to 2012, and single-familys under construction increased 25.4% overdaise time period. We achieved this
increase in sales as we continued to expand otwroes base while increasing sales to current custenwe estimate sales increased 29.2%
due to volume and 10.0% due to price for the yaded December 31, 2013 compared to the year endeeniber 31, 2012.
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The following table shows sales classified by majaduct category (dollars in millions):

2013 2012
Sales % of Sales Sales % of Sales % Change
Prefabricated componer $ 294.( 19.7% $ 203.7 19.(% 44.2%
Windows & doors 308.€ 20.7% 233.] 21.8% 32.4%
Lumber & lumber sheet goo 526.¢ 35.4% 348.1 32.5% 51.52%
Millwork 136.¢ 9.2% 104.2 9.7% 31.4%
Other building products & servici 223.¢ 15.(% 181.¢ 17.(% 23.2%
Total sales $ 1,489 100.% $ 1,070. 100.(% 39.2%

Increased sales volume was achieved across alligrodtegories. Commodity prices for lumber anddansheet goods were on aver
17 .8% higher in 2013 compared to 2012. During 2813 2012, prices rose to levels not seen on dstensbasis since 2005 and 2006. This
commodity price inflation contributed to sales gtbvior lumber & lumber sheet goods and prefabrit@@mponents exceeding that of our
other product categories. Growth in prefabricat@ehpgonents was also due to increased customer defmatidse products as builders have
become more focused on reducing construction dirole.

Gross MarginGross margin increased $105.4 million to $319.9ioml Our gross margin percentage increased frofd%0n 2012 to
21.5% in 2013, a 1.5% increase. Our gross margicepéage increased 0.9% due to improved custonmngy 0.5% due to leveraging fixed
costs within cost of goods sold and 0.1% due tadawed sales mix.

Selling, General and Administrative Expensgalling, general and administrative expenses ise@&49.6 million, or 22.3%. Our
salaries and benefits expense, excluding stock easgtion expense, was $171.7 million for 2013 narease of $34.1 million from 2012.
Delivery expenses increased $6.7 million primadile to higher fuel costs and increased mainteneosts on vehicles as a result of increasec
sales volume. Occupancy expenses increased $1i6maihd our office general and administrative exgeeincreased $6.5 million, primarily
due to increased sales volumes in the current year.

As a percent of sales, selling, general and adiréiige expenses, excluding asset impairments &ro#t sompensation expense, d
ecreased from 20.4% in 2012 to 18.0% in 2013. aland benefits expense, excluding stock compensakpense, decreased 1.3% and
delivery costs decreased by 0.7%. Occupancy desntdns0.4% due to the fixed nature of the categoy our office general and
administrative expense decreased 0.1%.

Interest Expense, ndhterest expense was $89.6 million in 2013, andase of $44.5 million primarily related to our 20#8nancing.
The increase includes $6.8 million of unamortizedtddiscount and $2.1 million of debt issuance woe-offs, as well as a $39.5 million
prepayment premium all related to the early tertndmeof our term loan. These increases were prtdfset by a $3.5 million decrease in
fair value adjustments in 2013 from 2012 on theramts issued as part of the term loan enteredin2011.

Income Tax Expensé/e recorded income tax expense$d.8 million and $0.6 million during 2013 and 2)tespectively. We record
an after-tax, non-cash valuation allowance of $1&ilBon related to our net deferred tax assetf@it3, which is exclusive of $0.6 million
primarily related to reversals of uncertain taxifpposs due to statute expirations that affectedrmtroperating loss carryforward and valuation
allowance. We recorded an after-tax valuation alioge of $19.6 million related to our net defermxddssets for 2012. Absent this valuation
allowance, our effective tax rate would have bee®% and 35.3% for 2013 and 2012, respectively.

2012 Compared with 2011

SalesSales for the year ended December 31, 2012 wedd &L, million, a 37.4% increase from sales of $Z78illion for 2011. Actual
U.S. single-family housing starts increased 24.8%0112 as compared to 2011. In the South Regidnaksinglefamily starts increased 23.1
compared to 2011, however the number of singlefauamiits under construction increased only 7.7%r dkies same time period. We achieved
this increase in sales as we continued to expandustomer base while increasing sales to curgstomers. We estimate our sales volume
increased approximately 32.2%, while commodity e@iitflation resulted in an additional 5.2% increassales during 2012 compared to 2011
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The following table shows sales classified by majaduct category (dollars in millions):

2012 2011
Sales % of Sales Sales % of Sales % Change
Prefabricated componer $ 203.7 19.(% $ 147.¢ 18.9% 38.(%
Windows & doors 233.] 21.&% 183.: 23.52% 27.%
Lumber & lumber sheet goo 348.1 32.5% 225.( 28.% 54. 1%
Millwork 104.- 9.7% 81.¢ 10.5% 27. 1%
Other building products & servict 181.€ 17.(% 141.¢ 18.2% 28.2%
Total sales $ 1,070.’ 100.(% $ 779.1 100.(% 37.%%

Increased sales volume was achieved across alligradtegories. Commaodity prices for lumber anddansheet goods were on aver
23.0% higher in 2012 compared to 2011. Prices i22tad risen to levels not seen on a consisterg bage 2005 and 2006. This commodity
price inflation resulted in sales growth for lumi8elumber sheet goods and prefabricated comporexttseding that of our other product
categories.

Gross Margin.Gross margin increased $56.6 million to $214.6limn] Our gross margin percentage decreased fraBf2@h 2011 to
20.0% in 2012, a 0.3% decrease. Our gross margaepege decreased 1.1% due to commodity lumbeg prflation in 2012 relative to
customer pricing commitments. However, this deceeas partially offset by a 0.8% gross margin invproent due to increased sales volume
and our ability to leverage fixed costs within cogoods sold.

Selling, General and Administrative Expenssslling, general and administrative expenses ise&2 9.3 million, or 15.2%. Our
salaries and benefits expense, excluding stock easgiion expense, was $137.5 million for 2012 parease of $27.1 million from 2011.
Delivery expenses increased $4.0 million primadilye to higher fuel costs and increased mainteneosts on vehicles. Occupancy expenses
decreased $0.6 million and our office general airdinistrative expense decreased $0.5 million, priilpndue to $0.6 million in proceeds
received from a litigation settlement.

As a percent of sales, selling, general and adiratige expenses, excluding asset impairments &t sompensation expense,
decreased from 24.2% in 2011 to 20.4% in 2012.rfealand benefits expense, excluding stock compiensaxpense, decreased 1.3% and
delivery costs decre ased by 1.0%. Occupancy destday 0.7% due to the fixed nature of the categadyour office general and
administrative expense decreased 0.7%.

Interest Expense, ndhterest expense was $45.1 million in 2012, aneiase of $20.2 million. The increa se was primatilg to $17.5
million of interest expense on our term loan erdémto in December 2011 and $4.3 million of faifuadjustments on the warrants issued as
part of the term loan. These increases were paraffset by a $1.1 million reduction due to thenténation of our revolving credit facility in
2011.

Income Tax Expens@/e recorded income tax expense of $0.6 million$2@ million during 2012 and 2011, respectively. Weorded
an after-tax, non-cash valuation allowance of $18il6on and $26.1 million related to our net defat tax assets for 2012 and 2011,
respectively. Absent this valuation allowance, effiective tax rate would have been 35.3% and 38@9%012 and 2011, respectively.

LIQUIDITY AND CAPITAL RESOURCES
Our primary capital requirements are to fund wogkiapital needs and operating expenses, meet egqguaierest and principal

payments, and fund capital expenditures. Our dagisaurces at December 31, 2013 consist of castand and borrowing availability under
our revolving credit facility.

Senior Secured Notes due 20

As of December 31, 2013, we have $350.0 milliorstautding in aggregate principal amount of 2021 sttat mature on June 1, 2021.
The 2021 notes were issued pursuant to an indertated as of May 29, 2013 (“Indenture”), by antieen us, certain of our subsidiaries, as
guarantors (“Guarantors”), and Wilmington TrusttiNaal Association, as trustee and notes collategaht (“Trustee”). Interest accrues on the
2021 notes at a rate of 7.625% per annum and shp@gemi-annually in arrears on June 1 and Deceinbkeach year. The Indenture
contains certain restrictive covenants, which, agnather things, relate to the payment of dividemasyrrence of indebtedness, repurchase of
common stock, distributions, asset sales and imagss.
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2013 Senior Secured Revolving Credit Facility

The 2013 f acility provides for a $175.0 millionvadving credit line and is scheduled to mature ceyN9, 2018. Borrowings under the
2013 facility bear interest, at our option, at eith base rate or eurodollar rate, plus, in easb, @ applicable margin. The applicable margin
ranges from 0.75% to 1.25% for base rate loanslaftbo to 2.25% for eurodollar rate loans, in eadedased on a measure of our availa
under the revolver. A variable commitment fee, eatly at a rate of 0.5%, is charged on the unusezLat of the revolver based on quarterly
average loan utilization. Letters of credit issaed outstanding under the 2013 facility are asseadee at a rate equal to the applicable
eurodollar rate margin, currently 1.75%, and isgidg quarterly in arrears at the end of March, J8eptember and December. They are also
assessed a fronting fee at a rate of 0.125%. Th® @@ility contains certain restrictive covenantgjch, among other things, relate to the
incurrence of indebtedness, payment of dividergfsnchase of common stock, distributions, assessaid investments. The agreement also
contains a financial covenant requiring the satiiéa of a minimum fixed charge coverage ratio @f0lto 1.00 if our excess availability,
defined as the sum of our net borrowing availapiius qualified cash, falls below the greater 7% million or 10% of the maximum
borrowing amount.

For more information on our capital resources,Net 8 to the consolidated financial statementided in Item 8 of this annual report
on Form 10-K .

The 2013 f acility will primarily be used for worlg capital and general corporate purposes. Avéitlabinder the 2013 facility is
determined by a borrowing base. Our borrowing leasesists of trade accounts receivable, inventodyather receivables, including progress
billings and credit card receivables, that meet#joecriteria contained within the credit agreemeninus agent specified reserves. Net
borrowing availability is the sum of the maximunrimwing amount minus outstanding borrowings antkistof credit.

The following table shows our borrowing base anckess availability as of December 31, 2013 (in onil$):

As of
December 31,

2013
Accounts Receivable Availabilit $ 99.:
Inventory Availability 67.€
Other Receivables Availabilit 11.C

Gross Availability 177.¢
Less:

Agent Reserve (6.9
Borrowing Base 171.C
Aggregate Revolving Commitmer 175.(
Maximum Borrowing Amount (lesser of Borrowing Basmsd Aggregate

Revolving Commitments 171.C
Less:
Outstanding Borrowing —
Letters of Credi (13.9
Net Borrowing Availability on Revolving Facilit $ 157.1
Plus:
Cash in Qualified Account 54.2
Excess Availability, as define $ 211.¢

As of December 31, 2013, we had no outstandingooengs under our 2013 f acility and our net bormogvavailability was $157.1
million after being reduced by outstanding letiefrsredit of approximately $13.9 million. Excessadability is the sum of our net borrowing
availability plus qualified cash, defined as castdeposit that is subject to a control agreemefavor of the agent. Excess availability must
equal or exceed a minimum specified amount, cugr&i7.5 million, or we are required to meet a fhx@harge coverage ratio of 1 to 1. At
December 31, 2013, our excess availability was $fillion, including $157.1 million in net borrong availability and $54.2 in qualified
cash. We were not in violation of any covenanteestrictions imposed by any of our debt agreemanBecember 31, 2013.

Liquidity

Our liquidity at December 31, 2013 was $2 11.8ioml] which includes $157.1 million in net borrowiagailability under the 2013
facility and $54.7 million of cash on hand. The hemiilding industry, and therefore our businesseerpced a significant downturn that
started in 2006. However, activity has improve@@%2 saw the first meaningful increase in houstags since the downturn began, and 2017

showed a continuation of that trend. We are expgdticreased stability and continued improvemenhéhousing industry in 2014. Beyond
2014, it is difficult for us to predict what willdppen as our industry is dependent on a number
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of factors, including national economic conditioamployment levels, the availability of credit ftsmebuilders and potential home buyers, th
level of foreclosures, existing home inventory, amdrest rates.

We believe our liquidity is sufficient to meet cugeds in 2014. We expect to generate cash of ajppaitedy $20-$30 million in 2014
and to end the year with (i) cash of $75-$85 milland (ii) liquidity of approximately $230-$240 tioh. This forecast is based on 725,000
single-family housing starts for 2014, market psiéer commodity products remaining relatively stafulr the year, improvement in gross
margin, an operating expense structure consistithtowrrrent levels, and capital expenditures ofrapipnately $15$20 million. We considere
various scenarios when evaluating our liquidity26d.4, including housing starts consistent with204/e do not expect working capital to t
source of funds for the next twelve months.

In the event that housing starts or sales volum@®ad4 are higher or lower than expected, or itotissumptions used in our forecasting
differ from actual results, our forecasted castgasand liquidity levels may change. Should theemirindustry conditions deteriorate, we may
be required to raise additional funds through #ile ef common stock or debt in the public capitatkets or in privately negotiated
transactions. There can be no assurance that ahgs# financing options would be available on falbte terms, if at all. Alternatives to help
supplement our liquidity position could include lawe not limited to, idling or permanently closiadditional facilities, adjusting our
headcount in response to current business congljtaitempts to renegotiate leases, and divestingmicore businesses. There are no
assurances that these steps will prove succe§siolising activity does not improve.

Since the beginning of the housing downturn, a grinfocus has been on protecting our liquidity. @ction plan, which consisted of
generating new business, reducing physical capaxdijysting staffing levels, implementing cost @mient programs, managing credit
tightly, raising additional capital when needed] aonserving cash allowed us to mitigate the edfe€the difficult industry conditions. While
we continue to focus on these areas, we also plarudently utilize our liquidity to suppo rt aripated sales growth, primarily related to our
working capital, delivery fleet and staffing level¥e may also selectively pursue strategic acqgoist

Consolidated Cash Flows

Cash used in operating activities was $47.6 miliad $66.9 million for 2013 and 2012, respectiv€ljthe cash used in operating
activities approximately $78.2 million and $37.8limn were cash interest payments in 2013 and 2feshectively. The $78.2 million in cash
interest payments for 2013 includes a non-recu$@5 million prepayment premium related to threnieation of our term loan. In addition,
approximately $31.8 million and $34.0 million oktlash used in operating activities were due teases in working capital for 2013 and
2012, respectively. The increases in accountsvabks and inventory were partially offset by anrease in accounts payable and accrued
liabilities. For 2013 and 2012 these increasesadrkimg capital and cash interest payments werégtigroffset by a reduction in cash used in
operations primarily due to increased sales andawgul profitability.

Cash used in operating activities was $66.9 miliad $66.4 million for 2012 and 2011, respectiv€ljthe cash used in operating
activities approximately $34.0 million and $24.6lran in 2012 and 2011, respectively, were duentréases in working capital which was
primarily related to increases in accounts recde/abd inventory to support our strong sales growtte increases in accounts receivable and
inve ntory were partially offset by an increaseatounts payable. Cash interest payments were $8lflié& and $22.8 million in 2012 and
2011, respectively. The remaining change in cashl usoperations was primarily due to lower netrapirg losses. Our accounts receivable
days increased slightly in 2012 compared to 20Xdwéver, our inventory turns increased in 2012 caegbéo 2011 and our accounts payable
days remained flat. We continue our focus on diltgemanaging working capital.

Cash provided by investing activities was $0.6iomllin 2013 compared to cash used in investingigiets of $9.0 in 2012. The change
was primarily due to a decrease of $11.9 millionestricted cash during 2013 compared to 2012 asash collateral requirement for
outstanding letters of credit was eliminated. Pedsefrom the sale of property, plant and equiprmeeased by $2.4 million in 2013 compa
to 2012. Partially offsetting these changes, opitahexpenditures increased $4.7 million in 20b8pared to 2012 primarily related to
purchasing a facility in Knoxville, TN as well agnghasing machinery and equipment to support spiesth and to increase capacity at
existing locations.

Cash used in investing activities decreased by $@l®n in 2012 compared to 2011. The decreag®imarily due to a $1.1 million
decrease in our restricted cash balance in 201damd to a $14.2 million increase in 2011. Thisease is partially offset by a $5.6 million
increase in capital expenditures primarily relatedn increase in buyouts of expiring vehicle agdigment leases, the purchase of our Che
AL location, which was previously a leased faciliand capacity expansion at our H ouston, TX winadeanufacturing facility in the current
year.
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Cash used in financing activities was $29.7 millior2013 compared to cash provided by financing/éigts of $60.5 million in 2012. In
2013, we issued $350.0 million of 2021 notes ampeird our $225.0 term loan and $139.7 million of@Motes. The remaining change in 201
is primarily due to $15.6 million in payments offeleed loan costs related to our 2013 facility #mel2021 notes. In 2012, our net cash
provided by financing activities of $60.5 millioraw primarily due to the $62.1 million of proceedsf the amendment to our term loan, ne
debt discount, partially offset by $1.6 million méiyments of deferred loan costs.

Net cash provided by financing activities decrease868.1 million in 2012 compared to 2011. In 2042 net cash provided by
financing activities of $60.5 million was primaritiue to the $62.1 million of proceeds from the admeent to our term loan, net of debt
discount, partially offset by $1.6 million o f pagmts of deferred loan costs. In 2011, our net pashided by financing activities of $128.6
million was primarily due to the $155.2 million pfoceeds from our term loan, net of debt discopattially offset by $20.0 million of
payments under our revolving credit facility and3&illion used to repay our remaining 2012 notes.

Capital Expenditures

Capital expenditures vary depending on prevailiagifess factors, including current and anticipaterket conditions. Historically,
capital expenditures have for the most part renthrigelatively low levels in comparison to the @img cash flows generated during the
corresponding periods. We expect our 2014 capradrditures to be approximately $15-$20 milliommarily related to rolling stock,
equipment and facility improvements to support aperations.

DISCLOSURES OF CONTRACTUAL OBLIGATIONS AND COMMERCI AL COMMITMENTS

The following summarizes our contractual obligasi@s of December 31, 2013 (in thousands):

Payments Due by Perioc

Contractual obligations Total Less than 1 yea 1-3 years 3-5 years More than 5 years
Long-term debt $ 35397 % 67 $ 157 $ 194 $ 353,55:
Interest on lon-term debt(1 205,45: 28,18 56,34¢ 55,66¢ 65,25!
Operating lease 97,95( 22,03 34,81¢ 23,044 18,057
Uncertain tax positions(: — — — — —
Total contractual cash obligatio $ 657,370 % 5028: § 91,32 $ 78907 $ 436,86:

(1) We had no borrowings under the 2013 facilgyoADecember 31, 2013. However, any future bomggiunder the 2013 facility would
bear interest at a variable rate. Therefore, adtbetest may differ from the amounts presentedratiiowe were to borrow under the 2C
facility.

(2) We have $1.0 million of uncertain tax posisamecorded in long-term liabilities or as a reduetio operating loss carryforwards. We also
have $0.2 million in interest and penalties accmaated to these uncertain tax positions. It israasonably possible to predict at this
time when (or if) any of these amounts will be Iseitt

The amounts reflected in the table above for opegdéases represent future minimum lease paymesr non-cancelable operating
leases with an initial or remaining term in excefene year at December 31, 2013. Purchase ordezsed into in the ordinary course of
business are excluded from the above table becthegare payable within one year. Amounts for \Whi@ are liable under purchase orders
are reflected on our consolidated balance shest@sints payable and accrued liabilities. We pidedse additional delivery equipment du
2014 to support anticipated sales growth. Theseatipg leases are not included in the table above.

OTHER CASH OBLIGATIONS NOT REFLECTED IN THE BALANCE SHEET

In accordance with accounting principles generadlgepted in the United States, commonly referrestGAAP, our operating leases
not recorded in our balance sheet. In additiomédéase obligations included in the above tabéehave residual value guarantees on certain
equipment leases. Under these leases we havetiba op(1) purchasing the equipme nt at the entheflease term, (2) arranging for the sale
of the equipment to a third party, or (3) returnthg equipment to the lessor to sell the equipmiétite sales proceeds in either case are less
than the residual value, then we are requireditolrarse the lessor for the deficiency up to a djgetievel as stated in each lease agreement.
The guarantees under these leases for the resiglugls of equipment at the end of the respectiesaiinmg lease periods approximated
$1.9 million as of December 31, 2013.

Based upon the expectation that none of thesedesssets will have a residual value at the entiefdase term that is materially less
than the value specified in the related operatiagé agreement or that we will purchase the equipat¢he end of the lease term, we do not
believe it is probable that we will be requireddad any amounts under the terms of these guaranteegements. Accordingly, no accruals
have been recognized for these guarantees.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Critical accounting policies are those that bothiarportant to the accurate portrayal of a compafipancial condition and results, and
require subjective or complex judgments, often essalt of the need to make estimates about tleetedf matters that are inherently uncertain.

In order to prepare financial statements that confito GAAP, we make estimates and assumptionsaffedt the amounts reported in
our financial statements and accompanying notedaiBesstimates are particularly sensitive dudneartsignificance to the financial statements
and the possibility that future events may be Sicguntly different from our expectations.

We have identified the following accounting polgigat require us to make the most subjective mmpdex judgments in order to fairly
present our consolidated financial position andlteof operations.

Vendor Rebateddany of our arrangements with our vendors provimteus to receive a rebate of a specified amourdligayto us when
we achieve any of a number of measures, generdliyed to the volume of purchases from our vendssaccount for these rebates as ar
eduction of the prices of the vendor’s productsiciwhieduces inventory until we sell the productyhtch time these rebates reduce cost of
sales. Throughout the year, we estimate the amauebates based upon our historical level of pasels. We continually revise these estinr
to reflect actual purchase levels.

If market conditions were to change, vendors mange the terms of some or all of these progranthoffjh these changes would not
affect the amounts which we have recorded relatgutdduct already purchased, it may impact ourgnoeargins on products we sell or sales
earned in future periods.

Allowance for Doubtful Accounts and Related Resel¥e maintain an allowance for doubtful accountsefstimated losses due to the
failure o f our customers to make required paymafks perform periodic credit evaluations of ourtousers and typically do not require
collateral. However, we have, in some cases, reduiustomers to collateralize their debt with usn€istent with industry practices, we
typically require payment from most customers witBO days. As our business is seasonal in cemgioms, our customerbusinesses are al
seasonal. Sales are lowest in the winter monttispanpast due accounts receivable balance acantage of total receivables generally
increases during this time. Throughout the yearregerd estimated reserves based upon our higtarita-offs of uncollectible accounts,
taking into consideration certain factors, suclagisg statistics and trends, customer paymentrgisttdependent credit reports, and
discussions with customers. Periodically, we penfarspecific analysis of all accounts past duevanitg off account balances when we have
exhausted reasonable collection efforts and deteuntihat the likelihood of collection is remote. \Wrarge these write-offs against our
allowance for doubtful accounts. Any future declineéhe macroeconomic factors that affect the di/ausing industry or our specific
customers’ business could cause us to revise tintae of expected losses and increase our allogvBoraoubtful accounts.

Impairment of Long-Lived Assetong-lived assets, including property and equipmard reviewed for possible impairment whenever
events or circumstances indicate that the carrgingunt of an asset may not be recoverable. Thgiegramount of a long-lived asset group is
not recoverable if it exceeds the sum of the umdisted cash flows expected to result from the nsleeaentual disposition of the asset group.
Our long-lived assets and liabilities are groupetha lowest level for which identifiable cash fleware largely independent of the cash flows o
other groups of assets and liabilities. Our assmifgs consist of geographical markets, which arelewel below our reporting units. Our
judgment regarding the existence of impairmentdattirs is based on market and operational perfazenddetermining whether impairme
has occurred typically requires various estimatesassumptions, including determining which castvé are directly related to the potentially
impaired asset, the useful life over which castvdlavill occur, their amount, and the asset’s regidalue, if any. In turn, measurement of an
impairment loss requires a determination of faiugawhich is based on the best information avélab

We use internal cash flow estimates, quoted mamkets when available and independent appraisalsppropriate, to determine fair
value. We derive the required cash flow estimatas four historical experience and our internal bess plans and apply an appropriate
discount rate. These cash flow estimates are tieereimaining useful lives of the assets within aaahket. Forecasted housing starts for each
market are used to hel p estimate future revenigtotital trends are then used to project grosgimam@nd operating expenses based upon
various revenue levels. If these projected cashlare less than the carrying amount, an impairtosstis recognized based on the fair value
of the asset group. Due to the uncertainties aatutivith these projections, actual results coiffdrdrom projected results, and further
impairment of long-lived assets could be recordedure non-cash impairment of long-lived assetsld/bave the effect of decreasing our
earnings or increasing our losses in such periotwbuld not impact our current outstanding debigaibions or compliance with covenants
contained in the related debt agreements.

We recorded no significant asset impairment chairgesntinuing operations in 2013, 2012 or 2011.
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Goodwill. Goodwill represents the excess of the amount we fpaacquire businesses over the estimated failevafl tangible assets and
identifiable intangible assets acquired, less liigieis assumed. At December 31, 2013, our goodwilince was $111.2 million, representing
21.6% of our total assets.

We test goodwill for impairment in the fourth quarbf each year or at any other time when impaitrivaficators exist by comparing t
estimated implied value of a reporting units’ godthte its book value. Examples of such indicattirat could cause us to test goodwill for
impairment between annual tests include a sigmficaange in the business climate, unexpected citiopeor a significant deterioration in
market share. We may also consider market cayitadiz relative to our net assets. Our industry gepeed a significant and severe downturn
that began in mid-2006. As such, we have closelgitored the trends in economic factors and théeat$ on operating results to determine if
an impairment trigger was present that would warsareassessment of the recoverability of the @agrgmount of goodwill prior to the
required annual impairment test and performed imténpairment tests when warranted. Housing stasa significant sales driver for us. If
there is a significant decline or an expected dedl housing starts, this could adversely affectexpectations for a reporting unit and the
value of that reporting unit. We did not have aopdwill impairments in continuing operations in 302012 or 2011.

The process of evaluating goodwill for impairmentalves the determination of fair value of our réppg units. Our reporting units:
Atlantic, Raleigh, Southeast, Florida, Dallas andtf Texas represent financially discrete, seltansg components. We evaluate goodwill
for impairment using a two-step process. The §itep is to identify potential impairment by comparthe fair value of a reporting unit to the
book value, including goodwill. If the fair valud @ reporting unit exceeds the book value, goodwitiot impaired. If the book value exceeds
the fair value, the second step of the processridpned to measure the amount of impairment.dp st/o, the estimated fair value of the
reporting unit is allocated to all other assets lgtfullities of that reporting unit based on thedspective fair values. The excess of the fairevalu
of the reporting unit over the amount allocatedg@ssets and liabilities is the implied fair valf goodwill. Goodwill impairment is measured
as the excess of the carrying value over its indpfiéér value. The fair value of a reporting unieistimated based upon the projected discounte
cash flow expected to be generated from the reqptthit using a discounted cash flow methodologheWe available and appropriate,
comparative market multiples are used to corroleditsg results of the discounted cash flow.

We developed a range of fair values for our repgrtinits using a five-year discounted cash flowhodblogy. Inherent in such fair
value determinations are estimates relating taréutash flows, including revenue growth, gross rimsrgperating expenses and long-term
growth rates, and our interpretation of currentnecoic indicators and market conditions and thepait on our strateg@i plans and operatior
Due to the uncertainties associated with such astisy interpretations and assumptions, actualtsesolild differ from projected results, and
further impairment of goodwill could be recorded.

Significant information and assumptions utilizecestimating future cash flows for our reportingtarincludes publicly available
industry information on projected single-family ling starts and lumber commodity prices which @eduo project revenue. Projected gross
margins and oper ating expenses reflect currerddueant levels and cost structure and are flexddtire years based upon historical trends ai
various revenue levels. Long-term growth was bagexh terminal value earnings before interest, tadtegreciation and amortization
(EBITDA) multiples of 5.5x for all reporting unite reflect the relevant expected acquisition prieeiscount rate of 12.9% was used for all
reporting units and is intended to reflect the vaggg average cost of capital for a potential mapketicipant and includes all risks of owner:
and the associated risks of realizing the streapra@jécted future cash flows. Decreasing the l@rgitgrowth to an EBITDA multiple of 4.5x,
or increasing the discount rate by 1.0% to 13.9%yld/not have changed the results of our impairnesiing.

At December 31, 2013, the fair values of each eporting units were substantially in excess ofrthespective carrying values. The
excess (or “cushion”) of the implied fair valuegafodwill over the carrying value of goodwill for@aof our five reporting units which have
remaining goodwill balances ranged from $33.1 wnillio $284.7 million. The cushion for one of oupading units at December 31, 2013, \
$33.1 million. Nonetheless, moderate deviationmffrojected cash flows for this reporting unit @brasult in future goodwill impairment.
This reporting unit had a goodwill balance of $1thillion at December 31, 2013. Factors that cowdatively impact the estimated fair value
of our reporting units and potentially trigger adzhal impairment include, but are not limited tmexpected competition, lower than expected
housing starts, an increase in market participaigied average cost of capital, increases in mahtarlabor cost, and significant declines in
our market capitalization. Future non-cash impairhtd goodwill would have the effect of decreasing earnings or increasing our losses in
such period, but would not impact our current artding debt obligations or compliance with coversamintained in the related debt
agreements.

Deferred Income Taxe®/e assess whether it is more likely than not tbatesor all of our deferred tax assets will not &éalized. We
consider the reversal of existing deferred ta Biliiées, future taxable income, and tax plannitgt®gies in our assessment. Changes in our
estimates of future taxable income and tax planstragegies will affect our estimate of the realma of the tax benefits of these tax
carryforwards. Housing market conditions have dbated to our cumulative loss position for the psesteral years. Cumulative losses in re
years represent significant negative evidence insickering whether deferred tax assets are reatéizabd also usually preclude relying
projections of future taxable income to supportr@very of deferred tax assets. Therefore, werdetl a valuation allowance of
approximately $15.3 million related to our contimgioperations in 2013, which is
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exclusive of $0.6 million related primarily to regals of uncertain tax positions due to statuteratipns that affected our net operating loss
carryforward and valuation allowance. We recordedlaation allowance of approximately $19.6 milliand $26.1 million related to our
continuing operations in 2012 and 2011, respegtiwdlithout significant improvement in housing adtwve could be required to establish
additional valuation allowances. However, we hasitp@ earnings before taxes in the third and fogudarters of 2013. To the extent we
continue to generate sufficient taxable incoméafuture to fully utilize the tax benefits of thedated net deferred tax assets, we may revers
some or all of the valuation allowances.

Insurance We are insured for general liability, auto lialyiland workers’ compensation exposures, subjecetiuctible amounts. The
expected liability for unpaid claims, including imced but not reported losses, is determined usia@ssistance of a third-party actuary and is
reflected on our balance sheet as an accruedtyafiihe amount recoverable from our insurance jol@vis reflected as an other asset. Our
accounting policy includes an internal evaluatiod adjustment of our reserve for all insured lossea quarterly basis. At least on an annual
basis, we engage an external actuarial professionatlependently assess and estimate the totdlityaoutstanding, which is compared to the
actual reserve balance at that time and adjustaatdiagly.

Stock-Based Compensatid@alculating stock-based compensation expense esthie input of subjective assumptions. We deteymin
the fair value of each option grant using the Bi&ckoles option-pricing model with assumptions dasémarily on historical data. Specific
inputs to the model include: the expected lifehaf stock-based awards, stock price volatility, diwid yield and risk-free rate.

The expected life represents the period of timepfiteons are expected to be outstanding. We contlidecontractual term, the vesting
period and the expected lives used by a peer gsithpsimilar option terms in determining the expttife assumption. The expected volati
is based on the historical volatility of our comnginck over the most recent period equal to thpeeted life of the option. The expected
dividend yield is based on our history of not payiegular dividends in the past and our curremntibn to not pay regular dividends in the
foreseeable future. The risk-free rate is basethe).S. Treasury yield curve in effect at the tiofigrant and has a term equal to the expecte
life of the options. We record expense for the ste@ portion of grants over the requisite serviee, (vesting) periods.

RECENTLY ISSUED ACCOUNTING STANDARDS

In July 2013 the Financial Accounting StandardsrB&ASB”) issued an update to the existing guickannder théncome Taxe®pic
of the Codification. The objective of this updaeo provide guidance on the financial statemees@ntation of an unrecognized tax benefit
when a net operating loss carryforward, similarleess, or tax credit carryforward exists. The anmeedts in this standard are effective for all
entities that have unrecognized tax benefits wheet@perating loss carryforward, a similar tas|as a tax credit carryforward exists for
fiscal years, and interim periods beginning aftec@mnber 15, 2013. Early adoption and retrospeegpication is permitted, but not required.
We are currently evaluating the impact that theptida of this update will have on our financialtstaents.

ltem 7A. Quantitative and Qualitative Disclosures about Maat Risk

We may experience changes in interest expenser# there changes in our debt. Changes in marleesttrates could also increase
these risks. Our 2021 Notes bear interest at a fiate, therefore, our interest expense relat¢idet@021 Notes would not be affected by an
increase in market interest rates. Borrowings utitee2013 facility bear interest at either a bade or eurodollar rate, plus, in each case, an
applicable margin. At December 31, 2013, a 1.0%ease in interest rates would not result in anytaadl interest expense annually as we
had no outstanding borrowings under the 2013 fgcilihe 2013 facility also assesses variable comamnit and outstanding letter of credit fees
based on quarterly average loan utilization.

Our share price and, to a lesser extent, the fgatorolatility of our common stock are the primdagtors in the changes our fair value
measurements related to our outstanding warratitettfer inputs being equal, an increase or deer@asur share price or volatility would
result in an increase or decrease in the fair vafumir warrants and an increase or decreaseéreisitexpense. Based on the warrants
outstanding and the historical volatility of oumamon stock as of December 31, 2013, a 10% changerishare price would result in
approximately a $0.5 million change in our interegbense. Based on the warrants outstanding arghate price as of December 31, 2013, &
10% change in the historical volatility of our commstock would result in approximately a $0.1 raillichange in our interest expense.

We purchase certain materials, including lumbedpots, which are then sold to customers as welkas as direct production inputs for
our manufactured products that we deliver. Shartitehanges in the cost of these materials andetated in-bound freight costs, some of
which are subject to significant fluctuations, aoeetimes, but not always, passed on to our custo@er delayed ability to pass on material
price increa ses to our customers can adverseadgtadfir operating income.
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Report of Independent Registered Public Accountingrirm
To the Board of Directors and Stockholders of Ben&dFirstSource, Inc.

In our opinion, the accompanying consolidated badasheets and the related consolidated statenfenpei@ations and comprehensive
loss, changes in stockholders’ equity and cashdlpresent fairly, in all material respects, thaficial position of Builders FirstSource, Inc.
and its subsidiaries at December 31, 2013 and Deee81, 2012, and the results of their operationktheir cash flows for each of the three
years in the perioended December 31, 2013 in conformity with accaugnfirinciples generally accepted in the Unitedestatf America. Alsi
in our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as of December 31, 2013,
based on criteria establishedimernal Control - Integrated Frameworl(1992) issued by the Committee of Sponsoring Girgdions of the
Treadway Commission (COSO). The Company's manageis responsible for these financial stateméatanaintaining effective internal
control over financial reporting and for its asseest of the effectiveness of internal control ofireancial reporting included in Managemen
Report on Internal Control over Financial Reportin@ur responsibility is to express opinions oesthfinancial statements and on the
Company's internal control over financial reportbased on our integrated audits. We conductea@uadits i n accordance with the standards
of the Public Company Accounting Oversight Boarai(eld States). Those standards require that weanid perform the audits to obtain
reasonable assurance about whether the finanatehsénts are free of material misstatement andnheheffective internal control over
financial reporting was maintained in all materedpects. Our audits of the financial statememuided examining, on a test basis, evidence
supporting the amounts and disclosures in the éilahstatements, assessing the accounting prirsciled and significant estimates made by
management, and evaluating the overall financé&éstent presentation. Our audit of internal cdrtver financial reporting included
obtaining an understanding of internal control digaincial reporting, assessing the risk that aemaltweakness exists, and testing and
evaluating the design and operating effectivenégsternal control based on the assessed risk. aDddits also included performing such other
procedures as we considered necessary in the @tanoes. We believe that our audits provide a redde basis for our opinions.

A company'’s internal control over financial repogiis a process designed to provide reasonableaassuregarding the reliability of
financial reporting and the preparation of finahsiatements for external purposes in accordanttegeinerally accepted accounting
principles. A company'’s internal control over &incial reporting includes those policies and proceslthat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshef assets of the company; (ii) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and(idiyide reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizh statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢tmisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeénaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

/sl PricewaterhouseCoopers LLP

Dallas, Texas
February 28, 2014
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE LOSS

Years Ended December 31

2013 2012 2011
(In thousands, except per share amountt

Sales $ 1,489,89. $ 1,070,671 $ 779,09
Cost of sale: 1,169,97, 856,11( 621,14

Gross margir 319,92( 214,56¢ 157,94!
Selling, general and administrative exper 271,88! 222,26: 192,95¢
Asset impairment — 48 —
Facility closure cost (7) 95¢ 2,461

Income (loss) from operatiol 48,04: (8,709 (37,47Y)
Interest expense, n 89,63¢ 45,13¢ 24,93¢

Loss from continuing operations before income t¢ (41,59¢) (53,849 (62,419
Income tax expens 76€ 577 2,21
Loss from continuing operatiol (42,365 (54,419 (64,63)
Loss from discontinued operations (net of incomeetgpense of $0 in 2013, 2012 and 20 (32€) (2,437 (364)
Net loss $ (4269) $ (56,856 $ (64,999
Comprehensive los $ (4269) $ (56,856 $ (62,83
Basic and diluted net loss per sha
Loss from continuing operatiol $ (0449 $ (0.57 $ (0.6¢)
Loss from discontinued operatio (0.00 (0.03) (0.00
Net loss $ (0449 $ (0.60 $ (0.6§)
Weighted average common shares outstanc
Basic and dilutel 96,44¢ 95,46 94,95(

The accompanying notes are an integral part ottheasolidated financial statements.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 31
2013 2012
(In thousands, except per share amount

ASSETS

Current assett
Cash and cash equivalel $ 54,69¢ $ 131,43.
Restricted cas — 12,06¢
Accounts receivable, less allowances of $3,605%831 for 2013 and 2012, respectiv 143,03t 117,40!
Inventories 123,63t 108,99¢
Other current asse 9,79¢ 9,96¢
Total current asse 331,16: 379,87.
Property, plant and equipment, | 49,39: 44,08¢
Goodwill 111,19¢ 111,19¢
Intangible assets, n 827 1,20¢
Other assets, n 23,26¢ 14,48¢
Total asset $ 515,83¢ $ 550,84:

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:

Accounts payabl $ 81,04t $ 79,39:
Accrued liabilities 45,31( 37,77¢
Current maturities of lor-term debt 67 60
Total current liabilities 126,42: 117,23!

Long-term debt, net of current maturiti 353,90 360,89
Deferred income taxe 6,67( 5,99:
Other lon¢-term liabilities 13,47 18,62:
Total liabilities 500,47: 502,74!

Commitments and contingencies (Note
Stockholder' equity:
Preferred stock, $0.01 par value, 10,000 sharéwened; zero shares issued and outstanding al
December 31, 2013 and 20 — —
Common stock, $0.01 par value, 200,000 shares ar#iolp 97,905 and 96,916 shares issued ant

outstanding at December 31, 2013 and 2012, respéc 973 957
Additional paic-in capital 373,41 363,47:
Accumulated defici (359,02) (316,33)

Total stockholder equity 15,36¢ 48,09¢
Total liabilities and stockholde’ equity $ 515,83¢ $ 550,84:

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

2013 2012 2011
(In thousands)
Cash flows from operating activitie
Net loss $ (42,69) $ (56,85¢) $ (64,99
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and amortizatic 9,30t 11,12( 14,04:
Asset impairment — 48 —
Amortization and writ-off of deferred loan cos’ 4,067 744 1,344
Amortization and writ-off of debt discoun 7,794 1,42¢ 10€
Fair value adjustment of stock warra 1,50z 4,99; 73€
Deferred income taxe 917 45¢ 1,81
Bad debt expens 90C 751 437
Net nor-cash expense (income) from discontinued opera (195 1,06¢ —
Stock compensation exper 4,24¢ 3,62¢ 4,55¢
Net gain on sales of assi (284) (38) (212
Changes in assets and liabiliti
Receivable! (26,53) (41,72 (A7,17%
Inventories (14,637 (31,919 (13,27Y)
Other current asse a77) (710) 1,792
Other assets and liabiliti¢ (1,349 (195) 384
Accounts payabl 1,64¢ 30,77¢ 3,752
Accrued liabilities 7,904 9,581 281
Net cash used in operating activit (47,576) (66,850) (66,409
Cash flows from investing activitie
Purchases of property, plant and equipn (15,05) (10,399 (4,792
Proceeds from sale of property, plant and equipt 2,592 23C 34¢
Decrease (increase) in restricted ¢ 13,03( 1,13¢ (14,165
Net cash provided by (used in) investing activi 571 (9,039 (18,609
Cash flows from financing activitie
Borrowings under revolving credit facili 30,00( — —
Payments under revolving credit facil (30,000 — (20,000
Proceeds from issuance of long term ¢ 350,00t 62,07¢ 155,20(
Payments of lor-term debt and other loa (364,779 (54) (5,299
Deferred loan cost (15,639 (1,639 (1,285
Payment of recapitalization cot (37 — —
Exercise of stock optior 1,75¢ 59¢ —
Repurchase of common sta (1,03¢6) (49€) (2)
Net cash provided by (used in) financing activi (29,737 60,48: 128,61!
Net increase (decrease) in cash and cash equis (76,736) (15,40 43,59¢
Cash and cash equivalents at beginning of p¢ 131,43. 146,83: 103,23«
Cash and cash equivalents at end of pe $ 5469t $ 131,43 $ 146,83

The accompanying notes are an integral part oktheasolidated financial statements.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’' EQUITY

Accumulated

Additional Paid Other
Common Stock in Accumulated  Comprehensive
Shares Amount Capital Deficit (Loss) Income Total
(In thousands)
Balance at December 31, 20 96,76¢ $ 94¢ $ 355,19: $ (194,48) $ (2,157 $ 159,50!
Issuance of restricted stock, net of forfeitL 38 — — — — —
Vesting of restricted stoc — 1 @ — — —
Stock compensation exper — — 4,55¢ — — 4,55¢

Repurchase of common sta D 2 — 2

Comprehensive los

Net loss — — — (64,995 — (64,995

Change in fair value of interest rate sw — — — — 2,157 2,157
Total comprehensive lo: — — — — — (62,839
Balance at December 31, 20 96,80t 95( 359,75( (259,476 — 101,22«
Issuance of restricted stock, net of forfeitt 8¢ — — — — —
Vesting of restricted stoc — 7 @) — — —
Stock Compensation Expen — — 3,62¢ — — 3,62¢
Exercise of stock optior 187 2 594 — — 59¢€
Repurchase of common sta (16€) 2 (494) — (49¢€)
Comprehensive los

Net loss — — — (56,85¢€) — (56,85¢)
Total comprehensive lo: — — — — — (56,85¢€)
Balance at December 31, 20 96,91¢ 957 363,47: (316,33 — 48,09¢
Issuance of restricted stock, net of forfeitt 32 — — — — —
Vesting of restricted stoc — 7 @) — — —
Stock compensation exper — — 4,24¢ — — 4,24¢
Exercise of stock optior 543 5 1,74¢ — — 1,75¢
Exercise of stock warran 57¢ 6 4,99 — — 5,00(
Repurchase of common sta (165) 2 (1,039 — — (1,036
Comprehensive los

Net loss — — — (42,69) — (42,69)
Total comprehensive lo: — — — — — (42,697
Balance at December 31, 20 97,90 $ 97 $ 37341 $ (359,02) $ — $ 15,36¢

The accompanying notes are an integral part ottheasolidated 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 corporafmed in 1998, is a leading supplier and manufactaf structural and related
building products for residential new constructinrihe United States. We serve 3 4 markets intestarincipally in the southern and eastern
United States. We have 53 distribution centersdhchanufacturing facilities, many of which are lezhon the same premises as our
distribution centers. We serve a broad customes basging from production homebuilders to smaltaoshomebuilders.

In this annual report, references to the “compatyg,” “our,” “ours” or “us” refer to Builders FitSource, Inc. and its consolidated
subsidiaries, unless otherwise stated or the cootberwise requires.

2. Summary of Significant Accounting Policies

Principles of Consolidatior

The consolidated financial statements presentebiglts of operations, financial position, and démhs of Builders FirstSource, Inc. and
its wholly-owned subsidiaries. All significant im@mpany transactions have been eliminated in dioladion.

Accounting Estimate:

The preparation of financial statements in confeymiith GAAP in the United States of America re@smanagement to make estim
and assumptions that affect the reported amourdss#ts and liabilities and disclosures of contihgssets and liabili ties at the date of the
financial statements, and the reported amountew@ues and expenses during the reporting perictdiahresults could materially differ from
those estimates.

Estimates are used when accounting for items ssicev@nue, vendor rebates, allowance for retuisspdnts and doubtful accounts,
employee compensation programs, depreciation amdtaation periods, income taxes, inventory valuesyrance programs, goodwill, other
intangible assets and long-lived assets.

Sales Recognitiol

We recognize sales of building products upon defite the customer. For contracts with service elets, sales are generally recogn
on the completed contract method as these con@eetssually completed within 30 days. Contractzoglude all direct material and labor,
equipment costs and those indirect costs relatedrtract performance. Provisions for estimateddeon uncompleted contracts are
recognized in the period in which such losses aterthined. Prepayments for materia Is or servicesleferred until such materials have been
delivered or services have been provided. All sedesgnized are net of allowances for discountsemtichated returns, based on historical
experience. We present all sales tax on a net lmasig consolidated financial statements.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hahdlihighly liquid investments with an originakmurity date of three months or less.

Restricted Casl

Restricted cash consists of amounts used to callate outstanding letters of credit and other ptéé casualty insurance obligations i
is classified as a current or non-current asseatdas its designated purpose.

Financial Instruments

We use financial instruments in the normal couffdeusiness as a tool to manage our assets antitighiWwe do not hold or issue
financial instruments for trading purposes.

We issued detachable warrants in 2011, which asesuared at fair value on a recurring basis as disclis) Note 8.
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We utilized interest rate swaps in the past in ptdenitigate a portion of the interest rate riskttwe were exposed to in the normal
course of business on our 2012 floating rate ndt&smeasured our interest rate swaps at fair vatug recurring basis as discussed in Note 8

Accounts Receivabl

We extend credit to qualified professional homatrri$ and contractors, in many cases on a non-ewlated basis. The allowance for
doubtful accounts is based on management’s assetsirtee amount which may become uncollectibléhimfuture and is estimated using
specific review of problem accounts, overall pditfguality, current economic conditions that méfget the borrower’s ability to pay, and
historical e xperience. Accounts receivable arétamioff when deemed uncollectible.

Accounts receivable consisted of the following acBmber 31:

2013 2012
(In thousands)
Trade receivable: $ 136,359 $ 111,52
Other 10,282 8,70¢
Accounts receivable 146,64 120,23t
Less: allowance for returns and doubtful accot 3,60¢ 2,831
Accounts receivable, ne $ 143,03t $ 117,40
The following table shows the changes in our allogeafor doubtful accounts:
2013 2012 2011
(In thousands)
Balance at January : $ 1,86 $ 1,441 % 1,87:
Additions charged to expens 90C 751 437
Deductions (writ-offs, net of recoveries (357) (32%) (869)
Balance at December 3. $ 241 $ 1,86/ $ 1,441

We also establish reserves for credit memos anomes returns. The reserve balance was $1.2 mil#ar0 million, and $0.7 million at
December 31, 2013, 2012, and 2011, respectively.atkivity in this reserve was not significant &arch year presented.

Inventories

Inventories consist principally of materials purséd for resale, including lumber, sheet goods, airs] doors and millwork, as well as
certain manufactured products and are stated d&bwer of cost or market. Cost is determined ushrgweighted average method, the use of
which approximates the first-in, first-out meth&de accrue for shrinkage based on the actual histioshrinkage results of our most recent
physical inventories adjusted, if necessary, forant economic conditions. These estimates are aoedpwith actual results as physical
inventory counts are taken and reconciled to theig# ledger.

During the year, we monitor our inventory levelsrbgirket and record provisions for excess invensdogessed on slower moving
inventory. We define potential excess inventoryt@samount of inventory on hand in excess of tk&hical usage, excluding special order
items purchased in the last three months. We thply @ur judgment as to forecasted demand and ddletors, including liquidation value, to
determine the required adjustments to net reakizehlue . Our inventories are generally not sudlglepto technological obsolescence.

Our arrangements with vendors provide for rebatesspecified amount of consideration, payable wtentain measures, generally
related to a stipulated level of purchases, haes laghieved. We account for estimated rebateseduation of the prices of the vendor’'s
inventory until the product is sold, at which timgch rebates reduce cost of sales in the accommpoghsolidated statements of operations
and comprehensie loss. Throughout the year we estimate the anafuhe rebates based upon the expected level chpees. We continual
revise these estimates based on actual purchass.lev

Shipping and Handling Cost

Handling costs incurred in manufacturing activiee included in cost of sales. All other shippamgl handling costs are included in
selling, general and administrative expenses irattt®mpanying consolidated statements of operatindsomprehensive loss and totaled $
71.1 million, $58.5 million and $49.0 million in 28, 2012 and 2011, respectively.
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Income Taxes

We account for income taxes utilizing the liabilibethod described in tHecome Taxewopic of the Financial Accounting Standards
Board (“FASB”) Accounting Standards CodificatiorC@dification”). Deferred income taxes are recorttedeflect consequences on future
years of differences between the tax basis of aisset liabilities and their financial reporting amts at each ye-end based on enacted tax
laws and statutory tax rates applicable to theoglsrin which differences are expected to affechlbéexearnings. We record a valuation
allowance to reduce deferred tax assets if it isentikely than not that some portion or all of theferred tax assets will not be realized.

Warranty Expense

We have warranty obligations with respect to moatufactured products; however, the liability foe tharranty obligations is not
significant as a result of third-party inspectiodacceptance processes.

Deferred Loan Costs and Debt Discou

Loan costs are capitalized upon the issuance gflerm debt and amortized over the life of theteglalebt. Loan costs incurred are
amortized using either the straight-line methothereffective interest method. Debt discount is dined over the life of the related debt using
the effective interest method. Amortization of dedd loan costs and the debt discount are inclim@derest expense. Upon changes to our
debt structure, we evaluate debt issuance cosisciordance with thBebttopic of the Codification. We adjust debt issuaoests as necessary
based on the results of this evaluation, as disclissNote 8.

Property, Plant and Equipmer

Property, plant and equipment are recorded atazabstepreciated using the straight-line method theeestimated useful lives of the
assets. The estimated lives of the various classassets are as follows:

Buildings and improvemen 20 to 40 year

Machinery and equipme! 3to 10 year:

Furniture and fixture 3to 5 year:

Leasehold improvemen The shorter of the estimated useful life or theaimmg lease terr

Major additions and improvements are capitalizeldijevmaintenance and repairs that do not extendskéul life of the property are
charged to expense as incurred. Gains or lossesdigpositions of property, plant and equipmentraoerded in the period incurred. We also
capitalize certain costs of computer software dgwadl or obtained for internal use, including insgrerovided that those costs are not researc
and development, and certain other criteria are met

We periodically evaluate the commercial and stiategeration of the land, related buildings andriowements of our facilities. In
connection with these evaluations, some facilitiesyy be consolidated, and others may be sold oededdet gains or losses related to the sale
of rea | estate and equipment are recorded asgeileneral and administrative expenses.

Long-Lived Assets

We evaluate our long-lived assets, other than gdbder impairment when events or changes in anstances indicate, in our
judgment, that the carrying value of such assetsmoabe recoverable. The determination of wheor not impairment exists is based on our
estimate of undiscounted future cash flows befoterést attributable to the assets as compardegtodt carrying value of the assets. If
impairment is indicated, the amount of the impaimimecognized is determined by estimating thevfalue of the assets based on estimated
discounted future cash flows and recording a pionifor loss if the carrying value is greater tlemtimated fair value. The net carrying valu
assets identified to be disposed of in the futsireoimpared to their estimated fair value, usuaibyquoted market price obtained from an
independent third-party less the cost to sell giednine if impairment exists. Until the assetsdisposed of, an estimate of the fair value is
reassessed when related events or circumstancegech@sset impairment charges are presented icotheolidated statements of operations
and comprehensive loss for the respective years.
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Insurance

We have established insurance programs to coviiénsurable risks consisting primarily of phyaifoss to property, business
interruptions resulting from such loss, workersinpensation, employee healthcare, and comprehegsiveral and auto liability. Third party
insurance coverage is obtained for exposures g@determined deductibles as well as for thoses risguired to be insured by law or
contract. Provisions for losses are developed fralations that rely upon our past claims expecenwhich considers both the frequency anc
settlement of claims. We discount our workers’ cemgation liability based upon estimated future paynstreams at our risk-free rate.

Net Loss per Common Shau

Net loss per common share, or earnings per sheRS"), is calculated in accordance with Eernings per Sharpic of the
Cadification which requires the presentation ofibasd diluted EPS. Basic EPS is computed usingvitighted average number of common
shares outstanding during the period. Diluted EP®mputed using the weighted average number ofrmamnshares outstanding during the
period, plus the dilutive effect of potential conmghares.

The table below presents a reconciliation of weidhdverage common shares used in the calculatibasi¢ and diluted EPS for the
years ended December !

2013 2012 2011
(In thousands)

Weighted average shares for basic E 96,44¢ 95,46 94,95(

Dilutive effect of options — — —

Weighted average shares for diluted E 96,44¢ 95,46 94,95(

Our restricted stock shares include rights to rexdividends that are not subject to the risk offiture even if the underlying restricted
stock shares on which the dividends were paid doest. In accordance with tiarnings Per Shartopic of the Codification, unvested share-
based payment awards that contain non-forfeitaghgs to dividends are deemed participating seiesrdnd should be considered in the
calculation of basic EPS. Since the restrictedksstiares do not include an obligation to sharessés, they will be included in our basic EPS
calculation in periods of net income and excludedfour basic EPS calculation in periods of nes.l@scordingly, there were 610,000,
1,229,000 and 1,795,000 restricted stock shardaded from the computation of basic EPS in 2013,2@&nd 2011, respectively, because we
generated a net loss. Options to purchase 4,93308D4,000, and 5,731,000 shares of common steck mot included in the computations of
diluted EPS in 2013, 2012, and 2011, respectilmgause their effect was anti-dilutive. Warrantpuechase 700,000, 1,600,000 and
1,600,000 shares of common stock were not inclidiéoe computations of diluted EPS in 2013, 201@ 2011 because their effect was anti-
dilutive.

Goodwill and Other Intangible Assets
Intangibles subject to amortizatic

We recognize an acquired intangible asset apart §oodwill whenever the intangible asset arisemfocontractual or other legal rights,
or whenever it can be separated or divided fromattwaiired entity and sold, transferred, licensented, or exchanged, either individually or in
combination with a related contract, asset or lighimpairment losses are recognized if the dagyalue of an intangible asset subject to
rtization is not recoverable from expected futumsttflows and its carrying amount exceeds its eséithfair value.

Goodwill

We recognize goodwill as the excess cost of aniesjentity over the net amount assigned to assefsired and liabilities assumed.
Goodwill is tested for impairment on an annual asid between annual tests whenever impairmendisated. This annual test takes place a
of December 31 each year. Impairment losses aogynéed whenever the implied fair value of goodvsilless than its carrying value.

Stoclk-based Compensation

We have three stock-based employee compensating, pldnich are described more fully in Note 9. Waiessnew common stock shares
upon exercises of stock options and grants oficsstr stock.
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The fair value of each option award is estimatedhendate of grant using the Black-Scholes optidcig model with the following
weighted average assumptions for the year endedrblesr 31:

2012
Expected life 6.0 years
Expected volatility 94.4%
Expected dividend yielc 0.00%
Risk-free rate 1.18%

The expected life represents the period of timeofiteons are expected to be outstanding. We contlidecontractual term, the vesting
period and the expected lives used by a peer grithpsimilar option terms in determining the expttife assumption. The expected volati
is based on the historical volatility of our comnsinck over the most recent period equal to theebea life of the option. The expected divi
dend yield is based on our history of not payirgutar dividends in the past and our current intentd not pay regular dividends in the
foreseeable future. The risk-free rate is basethetJ.S. Treasury yield curve in effect at the tiofigrant and has a term equal to the expecte
life of the options. We did not grant any stockioptawards in 2013 or 2011.

Recently Issued Accounting Pronouncemel

In July 2013 the Financial Accounting StandardsrBda=ASB”) issued an update to the existing guannder théncome Taxetopic
of the Codification. The objective of this upd&eo provide guidance on the financial statemees@ntation of an unrecognized tax benefit
when a net operating loss carryforward, similarltess, or tax credit carryforward exists. The anmeedts in this standard are effective for all
entities that have unrecognized tax benefits wheet@perating loss carryforward, a similar taxs|as a tax credit carryforward exists for
fiscal years, and interim periods beginning aftec@nber 15, 2013. Early adoption and retrospeejydication is permitted, but not required.
We are currently evaluating the impact that theptida of this update will have on our financialtstaents.

Comprehensive (Loss) Income

Comprehensive (loss) income is defined as the @ahangquity (net assets) of a business enterptisagla period from transactions and
other events and circumstances from non-owner ssuftconsists of net (loss) income and otherggaimd losses affecting stockholderquity
that, under GAAP, are excluded from net income. dtenge in fair value of interest rate swaps wasotily item impacting our accumulate d
other comprehensive loss.

The following table presents the components of aafmgnsive loss for the years ended December 313, 2012 and 2011 (in
thousands):

2013 2012 2011
Net loss $ (4269) $ (56,85¢) $ (64,999
Other comprehensive income — change related toesiteate swap
agreements, net of related tax effi — — 2,151
Comprehensive los $ (42,69) $ (56,850 $ (62,839
3. Property, Plant and Equipment
Property, plant and equipment consisted of thevdthg at December 31:
2013 2012
(In thousands)
Land $ 14,43 $ 12,81f
Buildings and improvement 58,97 56,74
Machinery and equipmer 100,10¢ 97,22
Furniture and fixtures 17,73¢ 18,36
Construction in progres 4,97¢ 272
Property, plant and equipme 196,23. 185,41¢
Less: accumulated depreciatis 146,84( 141,33«
Property, plant and equipment, r $ 49,39: $ 44,08/
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Depreciation expense was $8.9 million, $10.7 millasnd $13.5 million, of which $2.4 million, $3.1lfiin and $4.1 million was
included in cost of sales, in 2013, 2012, and 2@4dpectively.

4. Discontinued Operations

In the second quarter of 2009, we announced oentirib exit the entire Ohio market based upon sévactors, including the
unfavorable conditions that affect ed our industng a poor competitive position which preventedroi generating profitable results. We
completed our exit plan in the second quarter @2&nd have no further significant, continuing ilvement in these operations. The cessatiol
of operations in these markets was treated asmtist@d operations as they had distinguishable ftaghand operations that have been
eliminated from our ongoing operations. As a reshl operating results of the Ohio market forecheent and prior periods have been
aggregated and reclassified as discontinued opagaiin the consolidated statements of operatiodsamprehensive loss for the years ended
December 31, 2013, 2012, and 2011.

We recognized $0.4 million, $1.3 million, and $@8lion of expense in 2013, 2012 and 2011, respebtj which was primarily related
to future minimum lease obligations on closed faes, and revisions to sub-rental income estimatbese amounts are included in loss from
discontinued operations in the accompanying codatdd statement of operations and comprehensigddoshe years ended December 31,
2013, 2012, and 2011, respectively.

In December 2012, an Ohio facility met the critdaaheld for sale classification. As such, it waslassified from property, plant, and
equipment to other assets. We recorded a $1.lomilihnpairment charge to adjust the value of thapprty to its fair value. This amount was
included in loss from discontinued operations & ditcompan ying consolidated statement of opesatiod comprehensive loss for the year
ended December 31, 2012. In April 2013, this facias sold and the resulting gain of approxima$gy2 million was included in loss from
discontinued operations in the accompanying codatgd statement of operations and comprehensisddoshe year ended December 31,
2013.

An analysis of our facility closure reserves redat® our discontinued operations for the periodieceed is as follows:

2011 Additions Payments 2012 Additions Payments 2013
(In thousands)

Facility and other exit costs, net of estimat
suk-lease rental incom: $ 2231 $ 1297 $ (929 $ 2611 $ 37 % 867 $ 2,117

The facility and other exit cost reserves relatedur discontinued operations at December 31, 2648 $ 2.1 million, of which $1.4
million is recorded as other long-term liabiliti@the reserves are primarily related to future mimmlease payments on vacated facilities.

Our loss before income taxes attributable to osecahtinued operations were $ 0.3 million, $2.4 i1l and $0.4 million for the years
ended December 31, 2013, 2012, and 2011, resplgctive

5. Goodwill
There were no changes in the carrying amount oflggdbin 2013 and 2012.

We closely monitor trends in economic factors dradrteffects on operating results to determinanifrapairment trigger was present t
would warrant a reassessment of the recoverabllitiie carrying amount of goodwill prior to the téiggd annual impairment test in accorda
with thelntangibles — Goodwill and Othéopic of the Codification.

The process of evaluating goodwill for impairmentalves the determination of fair value of our répg units. Inherent in such fair
value determinations are certain judgments anchastis relating to future cash flows, including mterpretation of current economic
indicators and market valuations and assumptionstatiur strategic plans with regard to our opereti®ue to the uncertainties associat ed
with such estimates, actual results could diffenfrsuch estimates resulting in further impairmdrgamdwill.

In performing our impairment analysis, we developadnge of fair values for our reporting unitsngsa discounted cash flow
methodology. The discounted cash flow methodolaigtdishes fair value by estimating the presenievaff the projected future cash flows to
be generated from the reporting unit. The discoat® applied to the projected future cash flowartove at the present value is intended to
reflect all risks of ownership and the associatskkrof realizing the stream of projected futurshclows. The discounted cash flow
methodology uses our projections of financial pemance for a five-year period. The most significasgumptions used in the discounted cast
flow methodology are the discount rate, the teriniaéue and the expected future revenues,
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gross margins and operating expenses, which vaongmeporting units. Significant assumptions usedur financial projections include
housing starts, lumber commodity prices, and maskate gains.

We recorded no goodwill impairment charges in 2@18,2, and 2011.

6. Intangible Assets

The following table presents intangible assetsfd¥egember 31:

2013 2012
Gross Accumulated Gross Accumulated
Carrying Carrying
Amount Amortization Amount Amortization
(In thousands)
Customer relationship $ 333 $ (2,507 $ 345¢ $ (2,25()

During the years ended December 31, 2013, 20122@hd, we recorded amortization expense in reldtiche above-listed intangible
assets of $0.4 million, $0.4 million, and $0.5 moifl, respectively. The following table presents ¢ésémated amortization expense for t hese
intangible assets for the years ending Decembéin3housands):

2014 $ Bl
2015 287
2016 167
2017 —
2018 —

7. Accrued Liabilities

Accrued liabilities consisted of the following ae@ember 31.:

2013 2012
(In thousands)
Accrued payroll and other employee related expe $ 1158 $ 7,59:
Accrued taxe: 8,43¢ 7,13(
Selfinsurance reserve 7,93¢ 6,26
Accrued interes 2,22 4,13¢
Facility closure reserve 1,56¢ 1,51:
Casualty claims in excess of retained loss | 2,08t 2,437
Deferred revenu 5,54( 4,037
Other 5,92 4,672
Total accrued liabilitie: $ 4531( $ 37,77¢
8. LongTerm Debt
Long-term debt consisted of the following at Decem®1.:
2013 2012
(In thousands)

2021 note 350,00t —
Term loan — 225,00(
2016 note: — 139,71¢
Other lon¢-term debt* 3,971 4,031
353,97: 368,74¢
Unamortized debt discou — (7,799
353,97: 360,95!
Less: current portion of lor-term debr 67 60
Total lon¢-term debt, net of current maturiti $ 353,90: $ 360,89

* We completed construction on a new multi-purpfaslity during 2006. Other long-term debt represean unfunded lease obligation for
this facility. For accounting purposes, we are degthe owner. As a result, the building and theeidfing lon«
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term lease obligation are included on the constdai@alance sheet as a component of fixed assatsther debt, respectively. The
building is being depreciated over its useful ldad the lease obligation is being amortized shahthere will be no gain or loss recor¢
if the lease is not extended at the end of the terdanuary 2021

Second Priority Senior Secured Floating Rate Nothse 201€

As of December 31, 2012, we had $139.7 millionggragate principal amount of Second Priority SeSiecured Floating Rate Notes
due 2016 (“2016 notes”) that matured on Februarn20%6. Interest accrued on the 2016 notes at ar@#miIBOR (subject to a 3.0% floor)
plus 10.0%. LIBOR was reset at the beginning oheqearterly period. In May 2013, we repaid the i1B9.7 million in outstanding notes as
part of the 2013 refinancing transaction discusssidw.

First-Lien Term Loan and Letter of Credit Facilitis

In December 2011, we completed a $160.0 milliostfien term loan (“term loan”) that included déiable warrants that allow for the
purchase of up to 1.6 million shares of our commitmek at a price of $2.50 per share. These warresmts exercisable immediately upon
issuance and expire in December 2008 warrant agreement contains certain settlentdustment features which preclude the warrants 1
being considered to be indexed to our stock. Sigadlif, it includes a “down-round” provision thatquires an adjustment to be made to the
exercise price and number of warrants upon the @Gomssuing additional common shares or conversiblaurities at a price that is less than
the exercise price of the warrants at that times @djustment would be required even if the issiremf the common shares or convertible
securities was at-market. As such, the outstandiangants are considered to be derivative finaring&tuments and are classified as liabilities.
As of December 31, 2013 there were 0.7 million waats outstanding.

At the same time, we entered into a $20.0 milliamd-alone letter of credit facility (“stand-alofaeility”). The term loan and the stand-
alone facility were both scheduled to mature ont&aper 30, 2015. The term loan, which was issu@¥ %, provided $119.6 million of net
proceeds after repaying the $20.0 million outstagdinder the existing senior secured revolvingitfadility, using $14.2 million to
collateralize letters of credit outstanding under hew stand-alone facility, and paying fees ampknges related to this transaction.

In December of 2012, we amended our first-lien tkyam to enhance our liquidity position to supgaoth current and anticipated
increases in sales volume. Terms of the amendmeiuidied increasing the principal amount by $65.0iani reducing the minimum cash
requirement from $35.0 million to $15.0 million,didg a new $15.0 million letter of credit sub-fagil(“sub-facility”), and increasing the
minimum s pecified collateral value to $225.0 mitlj contingent upon maintaining certain levels wédldied cash. The additional term loan
amount, which was issued at 95.5%, provided $6@!®mof net proceeds after paying fees and expsmslated to the transaction.

The term loan was collateralized by a first liensobstantially all of our assets, and was guardribgeall of our subsidiaries. Interest
accrued on the loan at 3-month LIBOR (subject 288afloor) plus 9.5%. The stand-alone facility irddd a commitment fee of 0.5% on any
unused amount and assessed interest at a rat@d6fo? any outstanding letters of credit. All lestef credit issued under the stand-alone
facility were collateralized by cash equal to 106Pthe face amount of the let ters of credit. Thk-fcility also included a commitment fee of
0.5% on any unused amount and assessed inteeeshtat of 3.0% on any outstanding letters of creditters of credit issued under the sub-
facility were not required to be cash collateralize

As of December 2012, we had outstanding lettesedit totaling $12.4 million under our stand-aldaeility that principally support
our self insurance programs. We collateralizedehetters of credit with $13.0 million of restridteash. In January 2013, we finalized our
letter of credit sub-facility and at the same timmansferred the $12.4 million of outstanding ledtef credit from our standlone facility over tc
the new sub-facility. As such, we were a ble tm@late the cash collateral requirement for ourtantiing letters of credit, thus increasing our
liquidity by an additional $13.0 million. We alsmanded the stand-alone facility from $20.0 milldwwn to $10.0 million.

In May 2013, we repaid the full $225.0 million cwatsding term loan as part of the 2013 refinanciagdaction discussed below. At the
same time, we terminated the term loan and lefteraalit sub-facility, as well as the amended stalwhe facility.

2013 Refinancing

In May 2013 we completed a private offering of $Zb@illion in aggregate principal amount of 7.625&aior secured notes due 2021
(“2021 notes”) at a price equal to 100% of theaefaalue. In conjunction with the offering, we atstered into a new 5-yea r $175.0 million
senior secured revolving credit facility agreem@a013 facility”) provided by a syndicate of finaatinstitutions led by SunTrust Bank as
administrative agent.

46




We used the net proceeds from the offering of B&lhotes, together with cash on hand, to (i) ned$£39.7 million in aggregate
outstanding principal amount of our 2016 notesaatglus accrued and unpaid interest thereon teettiemption date, (ii) repay $225.0 million
in borrowings outstanding under our existing firen term loan plus a prepayment premium of apionakely $39.5 million and accrued and
unpaid interest and (iii) pay the related commissjdees and expenses. The repayment of the 2@&6 aod the term loan was considered
an extinguishment. As such, we recognized a lo§&8f4 million, which was recorded as interest esgen the second quarter of 2013. Of
$48.4 million loss, $39.5 million was due to thepsyment premium on the term loan, $6.8 million das to a write-off of unamortized debt
discount on the term loan and $2.1 million was tua write-off of unamortized deferred loan cosigie 2016 notes and the term loan.

Upon the repayment of the outstanding borrowings@ayment of the prepayment premium and accruedest, we terminated the term
loan, which included the $15.0 million letter oédit sub-facility. The $12.7 million of outstanditegters of credit under the sub-facility at the
time were transferred to the 2013 facility. At #@mne time, we also terminated our $10.0 millioteletf credit stand-alone facility. There were
no letters of credit outstanding under the staoth@facility at the time of termination.

In connection with the issuance of the 2021 notekemtering into the 2013 f acility we incurred eppmately $15.6 million of various
third-party fees and expenses. Of these costs2 $iillion were allocated to the 2021 notes and $dilllon were allocated to the 2013 facility.
These costs have been capitalized and will be @edrover the respective terms of the 2021 notdstas 2013 facility. The $0.9 million in
remaining unamortized deferred loan costs relaigde sub-facility and stand-alone facility arerfgeamortized over the term of the 2013
facility.

Senior Secured Notes due 20

As of December 31, 2013, we have $350.0 milliorstautding in aggregate principal amount of 2021 s1that mature on June 1, 2021.
The 2021 notes were issued pursuant to an inderttated as of May 29, 2013 (“Indenture”), by anthle®n us, certain of our subsidiaries, as
guarantors (“Guarantors”), and Wilmington TrusttiNaal Association, as trustee and notes collategaht (“Trustee”). Interest accrues on the
2021 notes at a rate of 7.625% per annum and shp@gemi-annually in arrears on June 1 and Deceinbkeach year.

The 2021 notes, subject to certain exceptionsgaaeanteed, jointly and severally, on a senior tbasis, by each of the Guarantors.
All obligations under the 2021 notes, and the gui@es of those obligations, will be secured by wutimlly all of our assets and the assets of
the Guarantors subject to certain exceptions amigied liens, including a first-priority securitgterest in such assets that constitute Notes
Collateral (as defined therein) and a second-piyi@@curity interest in such assets that constiige Collateral (as defined therein). An
intercreditor agreement (“ABL/Bond Intercreditor iegment”), dated as of May 29, 2013, among usGtlerantors, SunTrust Bank, as ABL
Collateral agent, and the Trustee, as Notes Caddladgient, will govern all arrangements in resméc¢he priority of the security interest in the
ABL Collateral and the Notes Collateral.

“ABL Collateral” includes substantially all presgnbwned and after-acquired accounts receivablesritory, rights of an unpaid vendor
with respect to inventory, deposit accounts, inwestt property, cash and cash equivalents, andimsints and chattel paper and general
intangibles, books and records and documents dcetatand pr oceeds of each of the foregoing. “N@eKateral” includes substantially all
collateral which is not ABL Collateral.

The Indenture contains certain restrictive covesiamhich, among other things, relate to the payrédtvidends, incurrence of
indebtedness, repurchase of common stock, disoifsitasset sales and investments. At any timeawgedeem some or all of the 2021 notes
at a redemption price equal to par plus a specffiethium that declines to par by 2019. In the ewe¢iat change of ontrol, we may be require
to offer to purchase the 2021 notes at a purch@se @qual to 101% of the principal, plus accrued anpaid interest.

2013 Senior Secured Revolving Credit Facility

The 2013 f acility provides for a $175.0 millionvadving credit line to be used for working capigaid general corporate purposes. The
available borrowing capacity, or borrowing basedésived primarily from a percentage of the Compseligible receivables and inventory, as
defined by the agreement, subject to certain resefvhe 2013 facility is scheduled to mature on 28y2018. At December 31, 2013, the net
borrowing availability under the 2013 facility ttgd $157.1 million after being reduced by outstagdetters of credit of approximately
$13.9 million. During the second quarter of 2013heerowed and repaid $30.0 million under the 2@ty at a weighted-average interest
rate of 4.0%. There were no outstanding borrowingger the 2013 facility at December 31, 2013.
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Borrowings under the 2013 f acility bear inter@stour option, at either a base rate or eurododiia, plus, in each case, an applicable
margin. The applicable margin ranges from 0.75%.25% for base rate loans and 1.75% to 2.25% fardaliar rate loans, in each case basel
on a measure of our availability under the revalgevariable commitment fee, currently at a rat® &%, is charged on the unused amount of
the revolver based on quarterly average loan atitn. Letters of credit issued and outstandingeutide 2013 facility are assessed a fee at a
rate equal to the applicable eurodollar rate mamginrently 1.75%, and is payable quarterly in @rseat the end of March, June, September ar
December. They are also assessed a fronting feeasd of 0.125%.

All obligations under the 2013 f acility will be gtanteed jointly and severally by us and all olos@liaries that guarantee the 2021
notes. All obligations under the 2013 facility, ahe guarantees of those obligations, will be setiny substantially all of our assets and the
guarantors subject to certain exceptions and pthliens, including a first-priority security imést in such assets that constitute ABL
Collateral and a second-priority security inteiestuch assets that constitute Notes Collateral.

The 2013 f acility contains certain restrictive eaants, which, among other things, relate to tharience of indebtedness, payment of
dividends, repurchase of common stock, distribgj@sset sales and investments. The agreemerttagitsons a financial covenant requiring
the satisfaction of a minimum fixed charge covenagi® of 1.00 to 1.00 if our excess availabiliigfined as the sum of our net borrowing
availability plus qualified cash, falls below theegter of $17.5 million or 10% of the maximum beviog amount. Qualified cash is defined as
cash on deposit that is subject to a control ageein favor of the agent. As of December 31, 2@18,excess availability was $211.3 million,
which includes $157.1 million in net borrowing aeaility and $54.2 million in qualified cash. Thgraement governing the 2013 facility also
includes customary events of default, includingngeaof control. If an event of default occurs, lgreders under the 2013 facility would be
entitled to take various actions, including theederation of amounts due under the revolver anddaiibns permitted to be taken by a secured
creditor (subject to the terms of the ABL/Bond heteditor Agreement).

At December 31, 2013, we were not in violation 0§ @ovenants or restrictions imposed by any ofdabt agreements.

Interest Rate Swap

We entered into interest rate swaps in the pastdar to mitigate a portion of the interest ragk that we were exposed to in the normal
course of business on our 2012 floating rate ndt&shad two interest rate swap agreements wittonatiamounts of $100 million and $50
million, which expired in May 2011.

Fair Value

TheFair Value Measurements and Disclosutegic of the Codification provides a framework foeasuring the fair value of assets and
liabilities and establishes a fair value hierarttst requires an entity to maximize the use of pla®e inputs and minimize the use of
unobservable inputs when measuring fair value.f@ilievalue hierarchy can be summarized as follows:

Level 1 — unadjusted quoted prices for identicakss or liabilities in active markets accessiblaiby
Level 2 — inputs that are observable in the matketother than those inputs classified as Level 1

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

If a financial instrument uses inputs that faltifferent levels of the hierarchy, the instrumerit e categorized based upon the lowest
level of input that is significant to the fair valgalculation.

The only financial instruments measured at faiugadn a recurring basis were our warrants andxpieesl interest rate swaps.

The tables below present the effect of our denreafinancial instruments on the consolidated statésof operations and
comprehensive loss for the years ended Decembg@n 8iousands):

Amount of Loss

Derivatives Not Designatec Recognized in Income*

as Hedging Instruments Location of Loss Recognized in Incom 2013 2012 2011

Interest rate swag Interest expense, n $ — — 3 (2,165)

Warrants Interest expense, n (1,507) (4,997 (736
Total $ (1,500 $ (4999 $ (2,900

* Net of tax
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We use the income approach to value our warrantssing the Black-Scholes option-pricing model. |gsihis model, the risk-free
interest rate is based on the U.S. Treasury yighdecin effect on the valuation date. The expetifeds based on the period of time until the
expiration of the warrants. Expected volatilitypessed on the historical volatility of our commoacht over the most recent period equal to the
expected life of the warrants. The expected dividgeld is based on our history of n ot paying tegdividends in the past and our current
intention to not pay regular dividends in the feeable future.

We do not trade in swaps or hold them for speatdgtiurposes, therefore, the retail market thatekis swaps would have been the
most advantageous market for our interest rate swipsuch, we used the market approach to valugtarest rate swaps by obtaining a
guote from the counterparty that was based oncdiged cash flow analysis which incorporated imfation obtain ed from thirgarty marke
sources and was adjusted for company specifictatisli We validated the fair value quote obtaifredn the counterparty by using an
independent, third-party discounted cash flow agialwhich also utilized market information. In atifah to the term and notional amount
inputs, the valuation also factored in discoung rédrward yield curves, and credit risk.

These techniques incorporate Level 1 and Levep@ts) Significant inputs to the derivative valuatior interest rate swaps and watrre
are observable in the active markets and are fildsis Level 2 in the hierarchy.

The following fair value hierarchy table presemformation about our financial instruments measuaiefdir value on a recurring basis
using significant other observable inputs (Leve{i@)thousands):

Carrying Value Fair Value Carrying Value Fair Value
As of December 31 Measurementas a As of December 31 Measurement as o

2013 December 31, 201 2012 December 31, 201
Warrants (included in Other lo-term liabilities) $ 3,83C $ 3,83C $ 7,328 $ 7,32¢

We have elected to report the value of our 202%e8lat amortized cost. The fair value of the 202fieblat December 31, 2013 was
approximately $3 65.3 million and was determinedgisevel 2 inputs based on market prices.

Other Long-Term Debt

In 2006, we completed construction on a new multppse facility. Based on the evaluation of thestauttion project in accordance
with theLeasegopic of the Codification, we were deemed the owafeahe facility during the construction period fédtively, a sale and
leaseback of the facility occurred when constructi@s completed and the lease term began. Thisacéion did not qualify for sale-leaseback
accounting. As a result, the building and the dffisg long-term lease obligation are included oa tbnsolidated balance sheet as a compone
of fixed assets and other long-term debt, respelgtii he building is being depreciated over itsfukkfe, and the lease obligation is being
amortized such that there will be no gain or l@exrded if the lease is not extended at the erigeaterm.

Future maturities of long-term debt as of Decen#igr2013 were as follows (in thousands):

Year ending December 3

2014 $ 67
2015 74
2016 83
2017 92
2018 10zZ
Thereaftel 353,55:
Total lon¢-term debt (including current portio $ 353,97

9. Employee StockBased Compensation

2007 Incentive Plan

Under our 2007 Incentive Plan (“2007 Plan”), ther@any is authorized to grant awards in the fornmoéntive stock options, non-
qualified stock options, restricted stock, othemawon stock-based awards and cash-based awardsidary 2010, our shareholders approved
an amendment to our 2007 Plan which increaseduhar of shares of common stock that may be grgniesbiant to awards under the 2007
Plan from 2.5 million shares to 7.0 million sharése maximum number of common shares reservedhfergrant of awards under the 2007
Plan is 7.0 million, subject to adjustment as pded by the 2007 Plan. No more than 7.0 million ehanay be made subject to options or s
appreciation rights (“SARs") granted under the 280ah, and no more than 3.5 million shares may ddensubject to stodkased awards oth
than options or SARs. Stock options and SARs gdante
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under the 2007 Plan may not have a term exceedingdrs from the date of grant. The 2007 Plan misuwides that all awards will become
fully vested and/or exercisable upon a change introb(as defined in the 2007 Plan). Other spetéims for awards granted under the 2007
Plan shall be determined by our Compensation Cotaen{br the board of directors if so determinedh®yboard of directors). Historically,
awards granted under the 2007 Plan generally aéslly over a three to four-year period. As of Deber 31, 2013, 1.7 million shares were
available for issuance under the 2007 Plan, 1.liamibf which may be made subject to stock-basedrds/other than options or SARs.

2005 Equity Incentive Plan

Under our 2005 Equity Incentive Plan (“2005 Plamiy are authorized to grant stock-based awardseifiorm of incentive stock
options, non-qualified stock options, restricteatktand other common stock-based awards. The maximumber of common shares reservec
for the grant of awards under the 2005 Plan igidl®on, subject to adjustment as provided by tB@2 Plan. No more than 2.2 million shares
may be made subject to options or SARs grantedrithde2005 Plan, and no more than 1.1 million skarey be made subject to stock-basec
awards other than options or SARs. Stock optiois@KRs granted under the 2005 Plan may not hagaradxceeding 10 years from the date
of grant. The 2005 Plan also provides that all awavill become fully vested and/or exercisable uparhange in control (as defined in the
2005 Plan). Other specific terms for awards graoteder the 2005 Plan shall be determined by ourcboidirectors (or a committee of its
members). Historically, awards granted under th@gbZBlan generally vest ratably over a three-yedog@eAs of December 31, 2013, 552,000
shares were available for issuance under the 2205 228,000 of which may be made subject to stuaded awards other than options or
SARs.

1998 Stock Incentive Plan

Under the Builders FirstSource, Inc. 1998 Stocleftive Plan (“1998 Plan”), we were authorized suésshares of common stock
pursuant to awards granted in various forms, inolyéhcentive stock options, non-qualified stockiops and other stock-based awards. The
1998 Plan also authorized the sale of common siadierms determined by our board of directors.

Stock options granted under the 1998 Plan genechiffyvest after a period of seven to nine yeaithwertain option grants subject to
acceleration if certain financial targets were riéte expiration date is generally 10 years subsadoedate of issuance. As of January 1, 2!
no further grants will be made under the 1998 Plan.

In 2011, our board of directors approved a ten gagansion of the option termination date for altstanding awards under the 1998
Plan. These awards originally had a contractualdiften years and were set to expire at varionsgiwithin the next three years. No other
terms a nd conditions of the original agreementeweodified. This extension of the option terminatdate was treated as a modification of
the original options. The compensation expenséi®incremental difference between the fair valihe modified options and the fair value
of the original options on the date of modificatioeflecting the current facts and circumstancethermodification date, was recorded
immediately as all of the modified awards wereyfwiésted and the modification only changed theooptiermination date. The $0.9 million of
additional stock compensation expense is includestlling, general and administrative expenseghi®year ended December 31, 2011, in the
accompanying consolidated statements of operasindssomprehensive loss.

The following table summarizes our stock optioriatgt

Weighted Weighted
Average Average
Exercise Remaining Aggregate
Options Price Years Intrinsic Value
(In thousands) (In thousands)
Outstanding at December 31, 2( 5514 $ 3.9
Grantec - $ -
Exercisec (5439 $ 3.2¢
Forfeited (39 $ 4.7¢
Outstanding at December 31, 2( 493: $ 4.01 6.2 $ 15,41¢
Exercisable at December 31, 2( 3,69¢ $ 4.2i 6.2 $ 10,59:
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The outstanding options at December 31, 2013 irchptions to purchase 3,326 ,000 shares granteat timel 2007 Plan, 775,000 share:
granted under the 2005 Plan and 832,000 sharetegrander the 1998 Plan. As of December 31, 20dt8ms to purchase 2,090,000 shares
under the 2007 Plan, 775,000 shares under the R®5and 832,000 shares under the 1998 Plan awardsexercisable. The weighted
average grant date fair value of options grantathduhe year ended December 31, 2012 was $2.8®dton awards were granted during
2013 or 2011. The total intrinsic value of optiex®rcised during the years ended December 31, 2042012 were $1.8 million and $0.4
million, respectively. We realized no tax benefi@sstock options exercised during the years erdkcember 31, 2013 and 2012. No options
were exercised in 2011.

Outstanding and exercisable stock options at Deee8ib, 2013 were as follows (shares in thousands):

Outstanding Exercisable
Weighted Weighted Weighted
Average Average Average
Exercise Remaining Exercise
Range of Exercise Price Shares Price Years Shares Price
$3.15 83z $ 3.1t 8.6 83z $ 3.1¢E
$3.19- $3.72 3,05 $ 3.2C 6.2 181¢ $ 3.1¢
$6.70- $7.15 1,046 $ 7.0¢ 4.3 1,046 $ 7.0%
$3.15- $7.15 493: $ 4.01 6.2 3,69¢ $ 4.27

The following table summarizes restricted stochvitgtfor the year ended December 31, 2013 (sherésousands):

Weighted
Average Grant
Shares Date Fair Value
Nonvested at December 31, 2C 1,22¢ $ 3.2C
Grantec 42 $ 6.0C
Vested (651) $ 3.1¢
Forfeited (10 $ 3.1¢
Nonvested at December 31, 2(C 61C $ 3.4z

Our results of operations included stock compeasatkpense of $ 4.2 million ($4.2 million net okéa), $3.6 million ($3.6 million net
of taxes) and $4.6 million ($4.6 million net of &8} for the years ended December 31, 2013, 2012@1hH respectively. The total fair value
options vested during the years ended Decemb&203B, 2012, and 2011 were $3.0 million, $3.1 milland $0.7 million, respectively. The
total fair value of restricted stock vested durihg years ended December 31, 2013, 2012 and 20EL$2€L million, $2.0 million and $0.2
million, respectively.

As of December 31, 2013, there was $0.7 milliototdl unrecognized compensation cost related tewested share-based
compensation arrangements granted under the RAlhascost is expected to be recognized over a wedghverage period of 0.9 years.

On February 11, 2014, our board of directors giat@68,000 stock options to employees under o0¥ Zdan and 549,000 stock

options to employees under our 2005 Plan. All thards vest at 25% per year at each anniversatyeafiant date over four years. The
exercise price for the options was $7.67 per shelngsh was the closing stock price on the grané dat

10. Facility Closure Costs

In 2013, we recognized $0.1 million in expense priity related to revisions of sub-rental incomereates on a previously closed
facility in Tennessee and future minimum leasegations on our vacated facilities, net of estimatgio-rental income. We recognized this
expense in facility closure costs and interest rgpgenet in the accompanying consolidated stateofenerations and comprehensive loss.
There were no new facility closures in 2013.

In 2012 we recognized $1.1 million in expense, Whi@s primarily related to revisions of sténtal income estimates on two previot
closed facilities in South Carolina and Tennessekfature minimum lease obligations on our vacddedities, net of estimated sub-rental
incom e. Of the $1.1 million expense we recognidedng 2012, $1.0 million was included in facilitfosure costs and $0.1 million was
included in interest expense, net in the accompangdnsolidated statement of operations and corepsie loss. There were no new facility
closures in 2012.
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During 2011, we developed and executed plans sedive facilities: a distribution facility and aamufacturing facility in South
Carolina, a distribution facility in Georgia, a tlibution facility in Maryland, and a manufacturifagility in Florida. We also idled a
manufacturing facility in South Carolina. Of thedifacilities we closed in 2011, two of the distriilon facilities and one of the manufacturing
facilities were previously idled. These previouslie d facilities were closed due to the contindegressed market conditions, the housing
recovery taking longer than originally anticipatedr ability to adequately service our customessifiother existing locations in the market,
and in one location our success in finding a susieto partially offset our remaining future leadsigations. In 2011, we recognized $2.6
million in expense, which was primarily relatedfidure minimum lease obligations on our vacatedifess, net of estimated sub-rental lease
income. Of the $2.6 million expense we recognizexnd) 2011, $2.5 million was included in facilitiosure costs and $0.1 million was
included in interest expense, net in the accompangonsolidated statement of operations and corepsiVve loss.

An analysis of our facility closure reserves foe fheriods reflected is as follows:

2011 Additions Payments 2012 Additions Payments 2013
(In thousands)

Facility and other exit costs, net of estimat
suk-lease rental incom $ 3148 $ 106z $ (137 $ 283 $ 82 $ (1,21 $ 1,70C

The facility and other exit cost reserves of $inillion at December 31, 2013, of which $0.8 millimrecorded as other long-term
liabilities, are primarily related to future minimulease payments on vacated facilities.

As plans to close facilities are developed and etesl; assets that can be used at other faciliteesansferred and assets to be aband
or sold are written down to their net realizabléueaincluding any long-lived assets. In situatiartsere multiple facilities serve the same
market we may temporar ily close, or idle, fa@lgtiwith plans to reopen these facilities once delnaturns to the market. At December 31,
2013, we had five idled facilities; two in Floridayo in South Carolina, and one in Maryland. Insiasituations, finite lived assets continue to
be depreciated and assessed for impairment. Shoualtitions in our markets worsen, or recovery sigeificantly longer than forecasted, we
may temporarily idle or permanently close additidaailities, at which time we may incur additiorfakility closure costs or asset impairment
charges. Future notash impairment charges would have the effect ofedesing our earnings or increasing our lossesdh period, but woul
not impact our current outstanding debt obligationsompliance with covenants contained in theteelalebt agreements. We continuously
monitor economic conditions in all our markets, arfdle at the present time there are no plansdsecbr idle additional facilities, changes in
market conditions may warrant future closings dinglof facilities.

11. Income Taxes

The components of income tax expense (benefityded in continuing operations were as follows far years ended December 31:

2013 2012 2011
(In thousands)
Current:

Federa $ (594) $ — 3 —
State 44¢€ 11¢ 40C
(14¢) 11¢ 40C

Deferred:
Federa 827 37¢ 1,68¢
State 90 80 12€
917 45¢ 1,817
Income tax expens $ 76 $ 577 $ 2,215
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Temporary differences, which give rise to defeti@dassets and liabilities, were as follows as e€&mber 31:

2013 2012
(In thousands)

Deferred tax assets related

Accrued expense $ 1,897 $ 1,05¢
Insurance reserve 3,59¢ 2,84¢
Facility closure reserve 1,48¢ 2,11¢
Stoclk-based compensation expel 7,94: 6,94(
Accounts receivabl 921 71E
Inventories 5,11 1,66¢
Operating loss and credit carryforwa 116,92t 107,12«
Goodwill and other intangible ass: 2,59: 3,54(
Property, plant and equipme 6,307 5,022
Other 43t 46C
147,22: 131,48t
Valuation allowanct (143,689 (127,700
Total deferred tax asse 3,53¢ 3,78¢
Deferred tax liabilities related t
Prepaid expenst (1,389 (1,139
Goodwill and other intangible ass: (7,817) (7,399
Total deferred tax liabilitie (9,195 (8,527
Net deferred tax liabilit $ (5,656 $ (4,739

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

2013 2012 2011
Statutory federal income tax re 35.(% 35.(% 35.(%
State income taxes, net of federal income 0.1 3.5 3.€
Valuation allowanct (36.9) (36.9) (41.9)
Warrant mark to markse (1.3 3.3 (0.7)
Other 1.2 = =
(1.9% (1.1)% (3.6)%

We have $507.3 million of state operating lossycémrwards, which includes $2.7 million of state& tedit carry-forwards expiring at
various dates through 2033. We also have $268lbmif federal net operating loss carry-forwardattwill expire at various dates through
2033. The federal and state operating loss camyeis exclude approximately $4.5 million of gresadfall tax benefits from stock option
exercises that have not been recorded as of Dece8hb2013. These deferred tax assets will be degbas an increase to additional paid in
capital when the related tax benefits are realized.

Section 382 of the Internal Revenue Code imposesaiimitations on the utilization of net operatiloss (“NOL”) carryforwards, othe
tax carryforwards, and certain built-in losses uparownership change as defined under that se¢tigyeneral terms, an ownership change
may result from transactions that increase theexgdre ownership of certain stockholders in the @amyg’s stock by more than 50 percentage
points over a three year testing period (“Secti®d @wnership Change”)f the Company were to experience a Section 382&ship Changt
an annual limitation would be imposed on certaithef Company’s tax attributes, including NOL angita loss carryforwards, and certain
other losses, credits, deductions or tax basis.

We evaluate our deferred tax assets on a qualiasglg to determine whether a valuation allowancedsired. We assess whether a
valuation allowance should be established basesliodetermination of whether it is more likely thaot that some portion or all of the
deferred tax assets will not be realized. Housiagket conditions have contribu ted to our cumutatoss position for the past several years.
Cumulative losses in recent years represent sigmfinegative evidence in considering whether dedetax assets are realizable, and also
generally preclude relying on projections of futtarable income to support the recovery of defetagdassets. As such, we recorded a
valuation allowance of approximately $15.3 million2013 related to our continuing operations, whghxclusive of $0.6 million related
primarily to reversals of uncertain tax positiongdo statute expirations that affected our netatpey loss carryforward and valuation
allowance. We recorded a valuation allowance of@agamately $19.6 million, and $26.1 million in 201&nd 2011, respectively, related to our
continuing operations. In connection with the eapan of our interest rate swaps we reclassifie® #dillion of valuation allowance from
accumulated other comprehensive loss to income tax
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expense in 2011. We excluded the deferred taxitiasirelated to certain indefinite lived intanlgb when calculating the amount of valuation
allowance needed as these liabilities cannot beidered as a source of income when determiningethiezability of the net deferred tax ass
The valuation allowance was recorded as a redutigmcome tax benefit.

The deferred tax assets for which there is no vi@oallowance relate to amounts that can be redlihrough future reversals of exist
taxable temporary differences or through the gdimraf sufficient taxable income. To the extent generate sufficient taxable income in the
future to fully utilize the tax benefits of the rigferred tax assets on which a valuation allowaveerecorded, our effective tax rate may
decrease as the valuation allo wance is reversed.

The following table shows the changes in our vadmaallowance:

2013 2012 2011
(In thousands)

Balance at January $ 127,70 $ 112,39: $ 87,66/
Additions charged to expens

Continuing operation 15,87¢ 19,55¢ 26,09(

Discontinued operatior 17¢ 90¢ 147
Deductions (74) (5,156 (1,509
Balance at December 3 $ 14368. $ 127,700 $ 112,39

We accrue interest and penalties on our unceraipasitions as a component of our provision fopine taxes. We accrued interest an
penalties of $0. 1 million, $0.0 million and $0.0@lmn in 2013, 2012 and 2011, respectively. We hadtal of $0.2 million and $0.3 million
accrued for interest and penalties for our uncett positions as of December 31, 2013 and 2@kpectively.

The following table shows the changes in the amot@ipur uncertain tax positions (exclusive of tfifeet of interest and penalties):

2013 2012 2011
(In thousands)
Balance at January $ 2,080 $ 2,251 $ 2,06¢
Tax positions taken in prior perioc
Gross increase — 22 18
Gross decreas:t — (64) —
Tax positions taken in current peric
Gross increase 11 7 17C
Settlements with taxing authoriti — (142 —
Lapse of applicable statute of limitatic (1,149 — —
Balance at December 2 $ 95C § 2,080 % 2,251

The balance for uncertain tax positions was $1illlom as of December 31, 2013 excluding penaléed interest. If this balance were
recognized, the tax provision would decrease bg #illion excluding the impact to the valuationoallance.

We are subject to U.S. federal income tax as vegiheome tax of multiple state jurisdictions. Basedcompleted examinations and the

expiration of statutes of limitations, we have daded all U.S. federal income tax matters for yelarsugh 2004. We report in 17 states with
various years open to examination.

12. Employee Benefit Plans

We maintain one active defined contribution 40X(lan. Our employees are eligible after completimgrsonths of employment to
participate in the Builders FirstSource, Inc. 4QRlan. Participants can contribute up to 15% efrtannual compensation, subject to federally
mandated maximums. Participants are immediateliedas their own contributions. We match a cerf@@ncentage of the contributions made
by participating employees, subject to IRS limdas. Our matching contributions are subject tocarpta five-year vesting schedule. We
recognized expense of $0.4 million, $0.3 milliord&®.3 million in 2013, 2012 and 2011, respectivédy contributions to the plan.
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13. Commitments and Contingencies

We lease certain land, buildings and equipment irsegerations. These leases are generally acabfmt@s operating leases with
initial terms ranging from one to 20 years and thegerally contain renewal options. Certain opegpkeases are subject to contingent rentals
based on various measures, primarily consumer préex increases. Total rent expense under opgriases was approximately $20.5
million, $19.0 million and $22.3 million for the ses ended December 31, 2013, 2012, and 2011, tesgec

In addition, we have residual value guaranteeseotain equipment leases. Under these leases wetliaweption of (a) purchasing the
equipment at the end of the lease term, (b) arngnigir the sale of the equipment to a third pasty(c) returning the equipment to the lessor to
sell the equipment. If the sales proceeds in asg aae less than the residual value, we are reduim reimburse the lessor for the deficienc'
to a specified level as stated in each lease agmeeiii the sales proceeds exceed the residuatyvele are entitled to all of such excess
amounts. The guarantees under these leases fiarsideal values of equipment at the end of theewtsge operating lease periods
approximated $1.9 million as of December 31, 2®:sed upon the expectation that none of thesedessseets will have a residual value at
end of the lease term that is materially less tharvalue specified in the related operating le@geement or that we will purchase the
equipment at the end of the lease term, we doel@ue it is probable that we will be required tmd any amounts under the terms of these
guarantee arrangements. Accordingly, no accruals haen recognized for these guarantees.

Future minimum commitments for noncancelable ojregdeases with initial or remaining lease termgxaess of one year are as
follows:

Related Party Total*
(In thousands)

Year ending December 3

2014 $ 644 $ 22,03
2015 20C 18,95!
2016 57 15,86¢
2017 57 12,57
2018 19 10,47:
Thereatftel — 18,05;

$ 977 $ 97,95(

* Includes related party future minimum commitmeatsibncancelable operating leas:

As of December 31, 2013, we had outstanding letteesedit totaling $13.9 million under our 2013ck#y that principally support our
self insurance programs.

We received $0.6 million from litigation settlemsmh 2012. These settlements were recorded asuatied of selling, general and
administrative expenses in the accompanying catest@ldl statement of operations and comprehensigend012.

We are a party to various legal proceedings irotldénary course of business. Although the ultindisposition of these proceedings
cannot be predicted with certainty, managemenebet the outcome of any claim that is pending @atened, either individually or on a
combined basis, will not have a material advergecebn our consolidated financial position, casiwé or results of operations. However, tt
can be no assurances that future costs would noiaberial to our results of operations or liquidity a particular period.

14. Segment and Product Information

We offer an integrated solution to our customeojoling manufacturing, supply, and installatioradull range of structural and related
building products. We provide a wide variety ofldirig products and services directly to homebuiltlestomers. We manufacture floor trus
roof trusses, wall panels, stairs, millwork, windgwind doors. We al so provide a full range of taeon services. We group our building
products and services into five product categopestabricated components, windows & doors, lungb&rmber sheet goods, millwork, and
other building products & services. We have oneaafigg segment with centralized financial and operal oversight.
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Sales by product category were as follows for sy ended December 31:

2013 2012 2011
(In thousands)
Prefabricated componer $ 294,006 $ 203,68 $ 147,60¢
Windows & doors 308,60° 233,11: 183,31:
Lumber & lumber sheet goo 526,63: 348,13: 225,00:
Millwork 136,88: 104,16! 81,571
Other building products & servici 223,76 181,58: 141,59
Total sales $ 1,489,89. $ 1,070,67¢ $ 779,09

15. Related Party Transactions

An affiliate of JLL Partners, Inc. is a principateficial owner of PGT, Inc. Floyd F. Sherman, prgsident and chief executive officer,
serves on the board of directors for PGT, Inc. Weelpased windows from PGT, Inc. totaling $ 5.0 imil] $4.4 million and $3.8 million in

2013, 2012 and 2011, respectively. We had accqaytable to PGT, Inc. in the amounts of $0.5 milléord $0.5 million as of December 31,
2013 and 2012, respectively.

In 2013, 2012 and 2011, we paid approximately $@ilBon, $1.2 million and $1.2 million, respectiyglin rental expense to employees
or our non-affiliate stockholders for leases ofdamd buildings.

16. Concentrations

We maintain cash at financial institutions in excetfederally insured limits. Accounts receivaptgentially expose us to concentrati
of credit risk. We provide credit in the normal c&iof business to customers in the residentiatcoction industry. We perform ongoing
credit evaluations of our customers and maintdowalnces for potential credit losses. Because ouste are dispersed among our various
markets, our credit risk to any one customer destaonomy is not significant.

Our customer mix is a balance of large national &lomilders, regional homebuilders and local homeleudl. For the year ended

December 31, 2013, our top 10 customers accountepproximately 22. 5% of our sales, and no siegltomer accounted for more than 5%
of sales.

We source products from a large number of supplidesmaterials purchased from any single suppéprasented more than 10% of our
total materials purchased in 2013 .

17. Supplemental Cash Flow Information

Supplemental cash flow information was as folloassthe years ended December 31.:

2013 2012 2011

(In thousands)
Cash payments for intere $ 78,23. % 37,84¢ % 22,75¢
Cash payments (refunds) for income ta 407 281 257
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18. Unaudited Quarterly Financial Data

The following tables summarize the consolidatedriguly results of operations for 2013 and 2012tliousands, except per share

amounts):
2013
First Quarter Second Quartel Third Quarter Fourth Quarter

Net sales $ 319,70: $ 398,14t $ 402,93: $ 369,11
Gross margir 62,34’ 82,23: 92,49¢ 82,84,
Income (loss) from continuing operatic (12,605(1) (48,289(2) 12,95%3) 4,574(4)
Loss from discontinued operations, net of (203) 83 (15¢) (48)
Net income (loss (12,809 (48,20¢) 12,79« 4,52¢
Basic net income (loss) per shi

Income (loss) from continuing operatic $ (0.19(2) $ 0.50(2) $ 0.1:3) $ 0.05(4)

Income (loss) from discontinued operatic (0.00 (0.00 (0.00 (0.00

Net income (loss $ (0.12) $ (0.50) $ 0.1z $ 0.0t
Diluted net income (loss) per sh:

Income (loss) from continuing operatic $ (0.19(2) $ 0.50(2) $ 0.153) $ 0.05(4)

Income (loss) from discontinued operatic (0.00 (0.00 (0.00 (0.00)

Net income (loss $ 0120 % (050 $ 0.12 $ 0.0F

2012
First Quarter Second Quartel Third Quarter Fourth Quarter

Net sales $ 219,38¢ $ 271,91 $ 291,78( $ 287,58
Gross margin 45,11¢ 53,66¢ 57,71 58,07(
Loss from continuing operation (29,129)(5) (12,977)(6) (22,280(7) (12,045)(8)
Loss from discontinued operations, net of - (67) (78) (1,28%) (2,007
Net loss (29,189 (12,05% (13,565 (12,04
Basic and diluted net loss per sh

Loss from continuing operation $ (0.20(5) $ (0.13)(6) $ (0.19)(7) $ (0.12)(8)

Loss from discontinued operatiot (0.00 (0.00 (0.07) (0.07)

Net loss $ 020 $ 019 % 019 % (0.19)

1)

(2)

3)
(4)
()
(6)
(7)

(8)

Includes fair value adjustments for the watsasf $0.4 million as discussed in Note 8 and aatdn allowance of $4.4 million as
discussed in Note 1.

Includes a pre-payment premium on the term lafa$39.5 million as discussed in Note 8, debtalisit write-off of $6.8 million as
discussed in Note 8, debt issuance cost writefdpal million as discussed in Note 8, fair valaguatments for the warrants of $0.3
million as discussed in Note 8, and a valuatioovedince of $17.0 million as discussed in Note

Includes fair value adjustments for the warrant$(6f2) million as discussed in Note 8, facilitpslire costs of $(0.2) million as discus
in Note 10, and a valuation allowance of $(3.4)ioml as discussed in Note 1

Includes fair value adjustments for the watsasf $0.9 million as discussed in Note 8, facititgsure costs of $0.1 million as discussed i
Note 10, and a valuation allowance of $(2.6) millas discussed in Note 1

Includes fair value adjustments for the watsasf $3.1 million as discussed in Note 8 and aatdn allowance of $7.0 million as
discussed in Note 1.

Includes fair value adjustments for the watsasf $0.6 million as discussed in Note 8, faciitpsure costs of $0.1 million as discussed i
Note 10, and a valuation allowance of $4.3 milléandiscussed in Note 1

Includes fair value adjustments for the watsasf $0.7 million as discussed in Note 8, facititgsure costs of $0.7 million as discussed i
Note 10, and a valuation allowance of $4.6 millaandiscussed in Note 1

Includes fair value adjustments for the watsasf $0.6 million as discussed in Note 8, facititgsure costs of $0.1 million as discussed i
Note 10, receipt of proceeds from a litigationlsetent of $0.6 million as discussed in Note 13, amv@luation allowance of $3.6 millic
as discussed in Note 1

Earnings per share is computed independently fdn eathe quarters presented; therefore, the sutmeofuarterly earnings per share

may not equal the annual earnings per share.
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Item 9. Changes in and Disagreements with Accountants arcéunting and Financial Disclosure
None.

Iltem 9A. Controls and Procedures

Disclosure Controls Evaluation and Related CEO @D Certifications. Our management, with the participation of our pipal
executive officer (“CEO”) and principal financiaffizcer (“CFO”), conducted an evaluation of the efigeness of the design and operation of
our disclosure controls and procedures as of thdeoéthe period covered by this annual report. Gtwtrols evaluation was conducted by our
Disclosure Committee, comprised of senior repregeas from our finance, accounting, internal aualitd legal departments under the
supervision of our CEO and CFO.

Certifications of our CEO and our CFO, which arguieed in accordance with Rule 13a-14 of the SéiesrExchange Act of 1934, as
amended (“Exchange Act”), are attached as exhibitsis annual report. This “Controls and Procedusection includes the information
concerning the controls evaluation referred tdmdertifications, and it should be read in conjiamcwith the certifications for a more
complete understanding of the topics presented.

Limitations on the Effectiveness of Control¥e do not expect that our disclosure controls@nodedures will prevent all errors and all
fraud. A system of controls and procedures, noenabw well conceived and operated, can providg mdsonable, not absolute, assurance
that the objectives of the system are met. Becatigee limitations in all such systems, no evaluattan provide absolute assurance that all
control issues and instances of fraud, if any, withe Company have been detected. Furthermorelgbign of any system of controls and
procedures is based in part upon certain assunsptibout the likelihood of future events, and there be no assurance that any design will
succeed in achieving its stated goals under adirgit! future conditions, regardless of how unlkd@ecause of these inherent limitations in a
cost-effective system of controls and procedurésstatements or omissions due to error or fraud ocayr and not be detected.

Scope of the Controls Evaluatioithe evaluation of our disclosure controls and pduce s included a review of their objectives and
design, the Company'implementation of the controls and proceduresthadffect of the controls and procedures onrfarination generate
for use in this annual report. In the course ofdhaluation, we sought to identify whether we hag data errors, control problems or acts of
fraud and to confirm that appropriate correctiviéaa; including process improvements, were beingeutaken if needed. This type of
evaluation is performed on a quarterly basis sbabaclusions concerning the effectiveness of éseldsure controls and procedures can be
reported in our quarterly reports on Form 10-Q. iahthe components of our disclosure controls mmetedures are also evaluated by our
internal audit department, our legal departmenttangdersonnel in our finance organization. The allgoals of these various evaluation
activities are to monitor our disclosure contratsl @rocedures on an ongoing basis, and to maititain as dynamic systems that change as
conditions warrant.

Conclusions regarding Disclosure ControlBased on the required evaluation of our disclosordrols and procedures, our CEO and
CFO have concluded that, as of December 31, 20&3naintained disclosure controls and procedurdsatbie effective in providing
reasonable assurance that informati on requirée tisclosed by us in the reports that we fileutimsit under the Exchange Act is recorded,
processed, summarized and reported within the pieniods specified in the SEC’s rules and forms, thatl such information is accumulated
and communicated to our management, including &® @nd CFO, as appropriate, to allow timely deaisigegarding required disclosure.

Management’s Report on Internal Control Over Finah&eporting. Our management is responsible for establishingnaaidtaining
adequate internal control over financial reportiag such term is defined in Rule 1B&{) of the Exchange Act. Under the supervisiod aith
the participation of our management, including 6&0O and CFO, we conducted an evaluation of thetffness of our internal control over
financial reporting based on the framework setfamtinternal Control —ntegrated Framework (1992) issued by the Commifegponsoring
Organizations of the Treadway Commission. Basedusrevaluation under the framework set forth irrfnal Control — Integrated
Framework, our management concluded that our iateantrol over financial reporting was effectivea December 31, 2013.

The effectiveness of the Company’s internal cortka@r financial reporting as of December 31, 20%3 been audited by
PricewaterhouseCoopers LLP, an independent registmiblic accounting firm, as stated in their rémdrich appears herein.

Changes in Internal Control over Financial RepoginDuring the quarter ended December 3 1, 2013, tlere no changes in our

internal control over financial reporting identiién connection with the evaluation described alibed have materially affected, or are
reasonably likely to materially affect, our interoantrol over financial reporting.
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Item 9B. Other Information
Disclosure pursuant to Section 13(r) of the Securés Exchange Act of 1934

Pursuant to Section 13(r) of the Exchange Act, vag be required to disclose in our annual and qugnteports to the SEC whether we or any
of our “affiliates” knowingly engaged in certaintatties, transactions or dealings relating to lmarwith certain individuals or entities targeted
by US economic sanctions. Disclosure is generaliyired even where the activities, transactiordeatings were conducted in compliance
with applicable law. Because the SEC definesehm t'affiliate” broadly, it includes any entity uadcommon “control” with us (and the term
“control” is also construed broadly by the SEC).

The description of the activities below has beavigted to us by Warburg Pincus LLC (“WP”), affilest of which: (i) beneficially own more
than 10% of our outstanding common stock and/onambers of our board of directors and (ii) benalliz own more than 10% of the equity
interests of, and have the right to designate mesniifethe board of directors of, Endurance Inteomatl Group (“EIG”) and Santander Asset
Management Investment Holdings Limited, (“SAMIH"EIG and SAMIH may therefore be deemed to be undermon “control” with us;
however, this statement is not meant to be an aimishat common control exists.

As to EIG:

The disclosure below relates solely to activitierducted by EIG and its affiliates. The disclosdioes not relate to any activities conducte:
us or by WP and does not involve our or WP’s mamaegg. Neither we nor WP has had any involvement icontrol over the disclosed
activities of EIG, and neither we nor WP has indejently verified or participated in the preparatadrthe disclosure. Neither we nor WP is
representing as to the accuracy or completene$e afisclosure nor do we or WP undertake any otiigdo correct or update it.

We understand that EIG’s affiliates intend to disel in their next annual or quarterly SEC repaat:th

“[EIG’s] business activities are subject to varisastrictions under U.S. export controls and trané economic sanctions laws, including the
U.S. Commerce DepartmestExport Administration Regulations and economid tade sanctions regulations maintained by the Tr&sun
Department’s Office of Foreign Assets Control, ¢tAT. If [EIG] fail[s] to comply with these laws amdgulations, [EIG] could be subject to
civil or criminal penalties and reputational haimaddition, if [EIG’s] third-party resellers faid comply with these laws and regulations in
their dealings, [EIG] could face potential liahjlior penalties for violations. Furthermore, U.Spe@st control laws and economic sanctions law:
prohibit certain transactions with U.S. embargoedamctioned countries, governments, persons ditteen

Although [EIG] take[s] precautions to prevent tractions with U.S. sanctions targets, [EIG hashm past identified limited instances of non-
compliance with these rules and believe[s] [EIG balsen appropriate corrective actions in suchainsés. For example, on May 1, 2013,
during a routine compliance scan of [EIG’s] new amnesting subscriber accounts, [EIG] discovere@a subscriber account that was created
on April 6, 2013 with information matching ORT Framn identified by OFAC as a Specially Designatetidwial, or SDN, under the Global
Terrorism Sanctions Regulations, 31 C.F.R. Part §84G] charged the subscriber $114.10 for weltihgsand domain name registration
services at the time the account was opened amdutiknowledge of any SDN issue. Upon discoverthefpotential SDN match, [EIG]
promptly suspended the subscriber account, de&etithe website, locked the domain name to prevémm being transferred and ceased
providing services to the subscriber. [EIG] alsorpptly reported the potential SDN match to OFAT® date, [EIG has] not received any
correspondence from OFAC regarding the matter.

Although [EIG has] implemented compliance measthiatare designed to prevent transactions with §aBction targets, there is risk that in
the future [EIG] or [EIG’s] resellers could proviflelG’s] solutions or services to such targets desguch compliance measures. This could
result in negative consequences to [EIG], inclugjogernment investigations, penalties and reputatibarm.

Changes in [EIG’s] solutions or changes in expod enport regulations may create delays in theoghiction and sale of [EIG’s] solutions in
international markets, prevent [EIG’s] subscribeith international operations from deploying [EIG&®lutions or, in some cases, prevent the
export or import of [EIGS] solutions to certain countries, governmentsass@ns altogether. Any change in export or impagufations, shift i
the enforcement or scope of existing regulationghange in the countries, governments, persotecbnologies targeted by such regulations,
could result in decreased use of [EIG’s] solutiongecreased ability to export or sell [EIG’s] g@us to existing or potential subscribers with
international operations. Any decreased use of [gI&blutions or limitation on [EIG’s] ability toxgort or sell [EIG’s] solutions could
adversely affect [EIG’s] business, financial coimitand operating results.”
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As to SAMIH:

The disclosure below relates solely to activitieeducted by SAMIH and its non-U.S. affiliates. Tdisclosure does not relate to any activities
conducted by us or by WP and does not involve oMWB’'s management. Neither we nor WP has hadrarghiement in or control over the
disclosed activities of SAMIH, and neither we noPWas independently verified or participated ingheparation of the disclosure. Neither
nor WP is representing to the accuracy or compésteof the disclosure nor do we or WP undertakephtigation to correct or update it.

We understand that SAMIH’s affiliates intend todiise in their next annual or quarterly SEC reflmat an Iranian national, resident in the
U.K., who is currently designated by the U.S. @melW.K. under the Iran Sanctions regime, holdsitwestment accounts with Santander A
Management UK Limited, a subsidiary of SAMIH andtp# the Banco Santander group. We have been edltigt the accounts have
remained frozen throughout 2013, the investmentmstare being automatically reinvested, and noulsements have been made to the
customer. We have also been advised that thertatahue in connection with the investment accoim®913 was 247 and net profits in 20:
were negligible relative to the overall profitsRdnco Santander, S.A.
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PART IlI

Item 10. Directors, Executive Officers and Corporate Govarrce

The information required by this item appears in aefinitive proxy statement for our annual meetirigtockholders to be held May 2
1, 2014 under the captions “Proposal 1 — ElectioDicectors,” “Continuing Directors,” “InformatioRRegarding the Board and Its
Committees,” “Corporate Governance,” “Section 1@aheficial Ownership Reporting Compliance,” ancé&Eutive Officers of the
Registrant,” which information is incorporated harky reference.

Code of Business Conduct and Ethics

Builders FirstSource, Inc. and its subsidiarieseavor to do business according to the highestadthitd legal standards, complying v
both the letter and spirit of the law. Our boardiwéctors approved a Code of Business ConducEamids that applies to oulirectors, officer:
(including our principal executive officer, prinaipfinancial officer and controller) and employe@sir Code of Business Conduct and Ethics i
administered by a compliance committee made uppressentatives from our legal, human resourcesnéi@ and internal audit departments.

Our employees are encouraged to report any susbeiciations of laws, regulations and the Code o$iBess Conduct and Ethics, and
all unethical business practices. We provide cawtirsly monitored hotlines for anonymous reportiggemployees.

Our board of directors has also approved a Suppisah€ode of Ethics for the Chief Executive OfficBresident, and Senior Financial
Officers of Builders FirstSource, Inc., which isw@idistered by our general counsel.

Both of these policies are listed as exhibits te #mnual report on Form 10-K and can be foundién“investors’section of our corpora
Web site at: www.bldr.com.

Stockholders may request a free copy of theseipsllzy contacting the Corporate Secretary, Buil&&stSource, Inc., 2001 Bryan
Street, Suite 1600, Dallas, Texas 75201, UniteteStaf America.

In addition, within four business days of:

« Any amendment to a provision of our Code of Businésnduct and Ethics or our Supplemental Codelut&for Chief Executive
Officer, President and Senior Financial OfficerBoflders FirstSource, Inc. that applies to ouetleixecutive officer, our chief
financial officer or controller; o

« The grant of any waiver, including an implicit waiy from a provision of one of these policies te afi these officers that relates to
one or more of the items set forth in Item 406(biRegulation -K.

We will provide information regarding any such amerent or waiver (including the nature of any wajibe name of the person to
whom the waiver was granted and the date of theexpon our Web site at the Internet address akanwve such information will be available
on our Web site for at least a 12-month periocaddition, we will disclos e any amendments and e@&ito our Code of Business Conduct anc
Ethics or our Supplemental Code of Ethics for CEirécutive Officer, President and Senior Finan©fficers of Builders FirstSource, Inc. as
required by the listing standards of the NASDAQcRtMarket LLC.

Item 11. Executive Compensation

The information required by this item appears in aefinitive proxy statement for our annual meetirigtockholders to be held May 2
1, 2014 under the captions “Executive CompensatmhOther Information,” “Information Regarding tBeard and its Committees —
Compensation of Directors,” and “Compensation Cottamilnterlocks and Insider Participation,” whidlfiarmation is incorporated herein by
reference.

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

The information required by this item appears in @efinitive proxy statement for our annual meetirigtockholders to be held on
May 2 1, 2014 under the caption “Ownership of Siies’ and “Equity Compensation Plan Informatiomich information is incorporated
herein by reference.
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Item 13. Certain Relationships and Related Transactionsdairector Independence

The information required by this item appears inaefinitive proxy statement for our annual meetiriggtockholders to be held May 2
1, 2014 under the caption “Election of Directorsl dflanagement Information,” “Information Regardimg BBoard and its Committees,” and
“Certain Relationships and Related Party Transastiovhich information is incorporated herein bjerence.

Item 14. Principal Accountant Fees and Services

The information required by this item appears in aefinitive proxy statement for our annual meetifigtockholders to be heMay 21,
2014 under the caption “Proposal 4 — Ratificatibi$election of Independent Registered Public ActiognFirm — Fees Paid to
PricewaterhouseCoopers LLP,” which informatiomisarporated herein by reference.

62




PART IV

Iltem 15. Exhibits and Financial Statement Schedules

(a) (1) See the index to consolidated financiakstents provided in Item 8 for a list of the finestatements filed as part of this rep

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

(3) The following documents are filed, furnishedrosorporated by reference as exhibits to this rea® required by Item 601 of
Regulation S-K.

Exhibit
Number Description
3.1 Amended and Restated Certificate of IncorporatioBuilders FirstSource, Inc. (incorporated by refere to Exhibit 3.1 to

3.2

4.1

4.2

10.1

10.2

10.3

10.4

10.5

10.6

10.7

Amendment No. 4 to the Registration Statement ®CQbmpany on Form S-1, filed with the Securitied Brchange Commission on
June 6, 2005, File Number -122788)

Amended and Restated By-Laws of Builders FirstSeurc. (incorporated by reference to Exhibit 2he Company’s Current
Report on Form-K, filed with the Securities and Exchange Commissia March 5, 2007, File Numbe-51357)

Registration Rights Agreement, dated as of Jan2&ay2010, among Builders FirstSource, Inc., JLUiRas Fund V, L.P., and
Warburg Pincus Private Equity IX, L.P. (incorporatey reference to Exhibit 10.2 to the Company’sr€nir Report on Form 8-K, filed
with the Securities and Exchange Commission onalgri22, 2010, File Numbel-51357)

Indenture, dated as of May 29, 2013, among Buil#@stSource, Inc., the guarantors party theratd,Wilmington Trust Company, i
trustee (form of Note included therein) (incorperhby reference to Exhibit 4.1 to the Company’sréurReport on Form 8-K, filed
with the Securities Exchange Commission on Jur2®33, File Number-51357)

Credit Agreement, dated as of May 29, 2013, amanitfiBrs FirstSource, Inc., as borrower, the addéldorrowers party thereto, the
lenders party thereto, and SunTrust Bank, as adirative agent, swing line lender, and letter eddrissuer (incorporated by
reference to Exhibit 10.1 to the Company’s CuriReport on Form 8-K, filed with the Securities Exaga Commission on June 3,
2013, File Number-51357)

ABL/Bond Intercreditor Agreement, dated as of M&y 2013, among Builders FirstSource, Inc. and gedhits subsidiaries, as
grantors, SunTrust Bank, as ABL agent, and WilnongErust, National Association, as notes collataggnt (incorporated by
reference to Exhibit 10.2 to the Company’s CuriReport on Form 8-K, filed with the Securities Exaga Commission on June 3,
2013, File Number-51357)

Notes Collateral Agreement, dated as of May 29320% and among Builders FirstSource, Inc. andagedf its subsidiaries, ¢
grantors, and Wilmington Trust, National Associafias collateral agent (incorporated by referendexhibit 10.3 to the Company’s
Current Report on Formr-K, filed with the Securities Exchange CommissionJane 3, 2013, File Numbe-51357)

Security Agreement, dated as of May 29, 2013, layaanong Builders FirstSource, Inc. and certairto$ubsidiaries, as grantors, and
SunTrust Bank, as administrative agent and colidtegent (incorporated by reference to Exhibit 16.the Company’s Current Report
on Form &K, filed with the Securities Exchange CommissionJane 3, 2013, File Numbe-51357)

Guaranty, dated as of May 29, 2013, among BuilB&stSource, Inc., the other guarantors party toerem time to time, and
SunTrust Bank, as administrative agent and colidtegent (incorporated by reference to Exhibit 16.8he Company’s Current Report
on Form &K, filed with the Securities Exchange CommissionJane 3, 2013, File Numbe-51357)

Warrant Issuance Agreement, dated as of Decemi2812, by and among Builders FirstSource, Inc. hHiglge Principal Strategies —
Senior Loan Fund Il, L.P., Highbridge Onshore Seteestments, LLC, and Highbridge Senior Loan 8eét Investment Fund, L.P.
(incorporated by reference to Exhibit 4.1 to ther@any’s Current Report on Form 8-K, filed with tBecurities and Exchange
Commission on December 8, 2011, File Numk-51357)

Form of Warrant issued pursuant to the Warrantaisse Agreement dated December 2, 2011 (incorpobateeference to Exhibit 4.2
to the Company’s Current Report on Form 8-K, fikgith the Securities and Exchange Commission on BDbee 8, 2011, File Number
0-51357)
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Exhibit
Number

Description

10.8+

10.9+

10.10+

10.11+

10.12+

10.13+

10.14+

10.15+

10.16+

10.17+

10.18*+
10.19+

10.20+

10.21+

10.22+

10.23+

Builders FirstSource, Inc. 1998 Stock IncentivenPls amended, effective March 1, 2004 (incorpdrhiereference to Exhibit 10.4
to Amendment No. 1 to the Registration Statememi®@iCompany on Form S-1, filed with the Securitied Exchange Commission
on April 27, 2005, File Number 3-122788)

Amendment No. 7 to Builders FirstSource, Inc. 1888k Incentive Plan (incorporated by referencEsthibit 10.6 to the Company’
Annual Report on Form 1B-for the year ended December 31, 2006, filed whth Securities and Exchange Commission on Marc
2007, File Number-51357)

2004 Form of Builders FirstSource, Inc. 1998 Sthdentive Plan Nonqualified Stock Option Agreem@nt¢orporated by reference
to Exhibit 10.5 to Amendment No. 1 to the RegistraStatement of the Company on Form S-1, filedhwlie Securities and
Exchange Commission on April 27, 2005, File Numii&i-122788)

Builders FirstSource, Inc. 2005 Equity IncentivarP(incorporated by reference to Exhibit 10.14 toehdment No. 4 to the
Registration Statement of the Company on Form féet], with the Securities and Exchange Commissiodane 6, 2005, File
Number 33-122788)

2007 Form of Builders FirstSource, Inc. 2005 Equitgentive Plan Nonqualified Stock Option AgreemiemtEmployee Directors
(incorporated by reference to Exhibit 10.1 to tlmmpany’s Current Report on Form 8-K, filed with tBecurities and Exchange
Commission on March 5, 2007, File Numb-51357)

2012 Form of Builders FirstSource, Inc. 2005 Equitgentive Plan Director Restricted Stock Agreen{a@rmorporated by reference
Exhibit 10.2 to the Company’s Quarterly Report amr 10-Q for the quarter ended June 30, 2012, il the Securities and
Exchange Commission on August 1, 2012, File Nun®-51357)

Builders FirstSource, Inc. 2007 Incentive Plan diporated by reference to Annex D of the Compadgfnitive Proxy Statement on
Schedule 14A, filed with the Securities and Exclea@gmmission on December 15, 2009, File Numi51357)

2008 Form of Builders FirstSource, Inc. 2007 InsenPlan Nonqualified Stock Option Agreement (inmmated by reference to
Exhibit 10.1 to the Company’s Quarterly Report amrt 10-Q for the quarter ended March 31, 2008 filéth the Securities and
Exchange Commission on May 1, 2008, File Numt-51357)

2008 Form of Builders FirstSource, Inc. 2007 InsenPlan Restricted Stock Award Agreement (incoaped by reference to
Exhibit 10.2 to the Company’s Quarterly Report amr 10-Q for the quarter ended March 31, 2008 filéth the Securities and
Exchange Commission on May 1, 2008, File Numt-51357)

2010 Form of Builders FirstSource, Inc. 2007 InsenPlan Nonqualified Stock Option Agreement forfifayee Directors
(incorporated by reference to Exhibit 10.21 to@wmmpany’s Annual Report on Form 10-K for the yeadled December 31, 2009,
filed with the Securities and Exchange Commissioiarch 4, 2010, File Numbe-51357)

Builders FirstSource, Inc. Amended and Restateddbar Compensation Polic

Builders FirstSource, Inc. Form of Director Indefiggtion Agreement (incorporated by reference thiBi 10.13 to Amendment
No. 3 to the Registration Statement of the Companirorm -1, filed with the Securities and Exchange Comrissin May 26,
2005, File Number 3:-122788)

Employment Agreement, dated September 1, 2001 dset\Builders FirstSource, Inc. and Floyd F. Shertirarorporated by
reference to Exhibit 10.9 to Amendment No. 1 toRgistration Statement of the Company on Forin fled with the Securities al
Exchange Commission on April 27, 2005, File Numi&i-122788)

Amendment to Employment Agreement, dated Juned5,28etween Builders FirstSource, Inc. and Floy8terman (incorporated
by reference to Exhibit 10.15 to Amendment No. th Registration Statement of the Company on Fa#imfiled with the Securitie
and Exchange Commission on June 6, 2005, File NuB®4-122788)

Second Amendment to Employment Agreement, dateda@c29, 2008, between Builders FirstSource, Ind.Royd F. Sherman
(incorporated by reference to Exhibit 10.27 to@wmmpany’s Annual Report on Form 10-K for the yezdled December 31, 2008,
filed with the Securities and Exchange Commissioiarch 2, 2009, File Numbe-51357)

Employment Agreement, dated February 23, 2010, detvBuilders FirstSource, Inc. and M. Chad Crowdiporated by reference
Exhibit 10.1 to the Company’s Current Report onfk&-K, filed with the Securities and Exchange Cossiun on February 26,
2010, File Number-51357)

64




Exhibit

Number Description

10.244 Employment Agreement, dated January 15, 2004, leetBeiilders FirstSource, Inc. and Morris E. Tollycorporated by reference to

Exhibit 10.22 to the Company’s Annual Report onrRdi0-K for the year ended December 31, 2007, fi@H the Securities and
Exchange Commission on March 5, 2008, File NumI-51357)

10.251 Amendment to Employment Agreement, dated OctobePQ98, between Builders FirstSource, Inc. and MdéEr Tolly (incorporated

by reference to Exhibit 10.31 to the Company’s AalriReport on Form 10-K for the year ended Decer3tie2008, filed with the
Securities and Exchange Commission on March 2, 20i0®Number -51357)

10.264 Employment Agreement, dated January 15, 2004, leet\Beilders FirstSource, Inc. and Donald F. McAke(incorporated by

reference to Exhibit 10.3 to the Company’s QuaytB&port on Form 10-Q for the quarter ended Septerdd, 2005, filed with the
Securities Exchange Commission on November 2, 286 Number -51357)

10.274 Amendment to Employment Agreement, dated OctobeP@98, between Builders FirstSource, Inc. and lbRaMcAleenan

141

14.2

211

23.1*
24.1*
31.1*

31.2*

(incorporated by reference to Exhibit 10.33 to@wmmpany’s Annual Report on Form KkOfor the year ended December 31, 2008, 1
with the Securities and Exchange Commission on Mar2009, File Number-51357)

Builders FirstSource, Inc. Code of Business Conduct Ethics (incorporated by reference to ExhiBitLito the Company’s Annual
Report on Form 10-K for the year ended DecembeRBQ@5, filed with the Securities and Exchange Cossion on March 13, 2006,
File Number -51357)

Builders FirstSource, Inc. Supplemental Code ofdstfincorporated by reference to Exhibit 14.2hte €Company’s Annual Report on
Form 10K for the year ended December 31, 2005, filed whithSecurities and Exchange Commission on Marc2Q@5, File Numbe
0-51357)

Subsidiaries of the Registrant (incorporated bgnarice to Exhibit 21.1 to the Company’s Annual Repo Form 10-K for the year
ended December 31, 2009, filed with the Securéies Exchange Commission on March 4, 2010, File Narrf-51357)

Consent of PricewaterhouseCoopers LLP, IndeperiRlegistered Public Accounting Fir
Power of Attorney (included as part of signaturge):

Certification of Chief Executive Officer pursuant17 CFR 240.13a-14(a), as adopted pursuant tao8e32 of the Sarbanes-Oxley
Act of 2002, signed by Floyd F. Sherman as Chieddttive Officet

Certification of Chief Financial Officer pursuant17 CFR 240.13a-14(a), as adopted pursuant tio8e&32 of the Sarbanes-Oxley
Act of 2002, signed by M. Chad Crow as Chief FinahOfficer

32.1** Certification of Chief Executive Officer and Chiginancial Officer pursuant to 18 U.S.C. Section@,3% adopted pursuant to

101*

Section 906 of the Sarbanes-Oxley Act of 2002, egigoy Floyd F. Sherman as Chief Executive Officet . Chad Crow as Chief
Financial Officet

The following financial information from BuilderdrstSource, Inc.’s Form 10-K filed on February 2814, formatted in eXtensible
Business Reporting Language (“XBRL"): (i) Consotield Statements of Operations and Comprehensivefbpfise years ended
December 31, 2013, 2012 and 2011, (ii) Consolid&&dnce Sheets at December 31, 2013 and 20)ZXCdiiisolidated Statements of
Cash Flows for the years ended December 31, 2@12 2nd 2011, (iv) Consolidated Statements of Casimg Stockholders’ Equity
for the years ended December 31, 2013, 2012 ant, 20 (v) the Notes to Consolidated Financialestants

* Filed herewitr

**  Builders FirstSource, Inc. is furnishing, bubtrfiling, the written statement pursuant to Titie United States Code 1350, as added by
Section 906 of the Sarbanes-Oxley Act of 2002,lo§dé F. Sherman, our Chief Executive Officer, and@had Crow, our Chief
Financial Officer.

+  Indicates a management contract or compensatomygolarrangemer

(b) A list of exhibits filed, furnished or incorpated by reference with this Form 10-K is providédwe under Item 15(a)(3) of this

report.Builders FirstSource, Inc. will fur nish a copy ofany exhibit listed above to any stockholder withoutharge upon written request
to Donald F. McAleenan, Senior Vice President and éeral Counsel, 2001 Bryan Street, Suite 1600, Dadl, Texas 75201.

(c) Not applicable
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatyp authorized.

February 28, 2014

BUILDERS FIRSTSOURCE, INC.

/s/ FLOYD F. SHERMAN

Floyd F. Sherma

President and Chief Executive Offic
(Principal Executive Officer

The undersigned hereby constitute and appoint RidhRaMcAleenan and his substitutes our true andubattorneys-in-fact with full
power to execute in our name and behalf in theatips indicated below any and all amendments i®réport and to file the same, with all
exhibits thereto and other documents in conn edtierewith, with the Securities and Exchange Corsioig and hereby ratify and confirm all
that such attorney-in-fact or his substitutes sla&lifully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélptie following persons on beh
of the registrant and in the capacities and ord#tes indicated.

Signature Title Date

/sl FLOYD F. SHERMAN

Floyd F. Sherma
/s M. CHAD CROW

President and Chief Executive Offic
(Principal Executive Officer and Directc

Senior Vice President and Chief Finant

February 28, 201

February 28, 201

M. Chad Crow Officer (Principal Financial and Accounting Offig«
/s/ PAUL S. LEVY Chairman and Directc February 28, 201
Paul S. Levy
/s/ DAVID A. BARR Director February 28, 201
David A. Barr
/s CLEVELAND A. CHRISTOPHE Director February 28, 201
Cleveland A. Christoph
/s/ DANIEL AGROSKIN Director February 28, 201
Daniel Agroskin
/s| MICHAEL GRAFF Director February 28, 201
Michael Graff
/s ROBERT C. GRIFFIM Director February 28, 201
Robert C. Griffin
/s/ KEVIN J. KRUSE Director February 28, 201
Kevin J. Kruse
/s/ BRETT N. MILGRIM Director February 28, 201
Brett N. Milgrim
/s/ CRAIG A. STEINKE Director February 28, 201

Craig A. Steinke
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Exhibit 10.18
BUILDERS FIRSTSOURCE, INC.
AMENDED AND RESTATED DIRECTOR COMPENSATION POLICY

The Board of Directors (the “Board”) of Builderg§tiSource, Inc. (the “Company”) has adopted thiefwhg amended and
restated compensation policy for purposes of cosguémg those directors of the Company who meegtligébility requirements described
herein (the “Eligible Directors”). This compensatipolicy has been developed to compensate thebldi§irectors of the Company for their
time, commitment and contributions to the Boardoider to qualify as an Eligible Director for puges of receiving compensation under this
policy (i) the director cannot concurrently be eaygld in any capacity by the Company or any ofutssidiaries; and (ii) unless otherwise
determined by the Nominating Committee of the Bp#rd director cannot concurrently be employed baffiliated with (a) JLL Partners, JL
Associates G.P. V, L.L.C, or JLL Building Holdindd,C or any of their affiliates, or (b) Warburg s & Co., Warburg Pincus LLC, or
Warburg Pincus Private Equity IX, L.P. or any adithaffiliates . For purposes of this policy, tleert “affiliate” shall have the meaning ascril
to it in Rule 12b-2 promulgated under the Secwgiigchange Act of 1934.

CASH COMPENSATION
Retainers for Serving on the Board

Eligible Directors shall be paid an annual retaioie$50,000, payable in quarterly installments,dach year of his or her service on the
Board (each a “Service Year”). Service Years walfmnence on August®land end on July 3lof each calendar year.

Retainers for Serving as Chairpersons or Members o Board Committee

An Eligible Director who serve as a chairpersom®a member of the Audit Committee, the Compens&@mmmittee or the Nominatil
Committee of the Board shall be paid additionalieatmetainers for service in such roles in theolwihg amounts:

Name of Committe Chairman Member

Audit Committee $ 30,000 $ 5,00(
Compensation Committe $ 20,000 $ 5,00(
Nominating Committe: $ 10,00 $ 5,00(

Such retainers shall be payable in quarterly itmtaits for each Service Year in which such Eligbleector serves as the chairperso
as a member of the foregoing Board committees.drphrson of a committee shall not be paid an @it retainer for also serving a
member of that committee. Eligible Directors shmalt be paid any additional retainers for attendaicaeetings of the Board or its
committees.

EQUITY -BASED COMPENSATION

At the start of each Service Year, Eligible Direst{'Grantees”) shall receive equity-based comp@msawards with a value at the time of
issuance of approximately $50,000. Such award$ Baahade in the

form of restricted stock units related to the Comps.common stock and shall be granted by the Bparduant to a form of restricted stock
unit award agreement under the Company’s 2005 ¥tnientive Plan or the 2007 Incentive Plan (or amgcessor plans), as amended from
time to time. The restricted stock units shall v@sthe first anniversary of the grant date, witly anvested units being forfeited to the
Company.

Initial Grants for New Eligible Directors

Following (i) the initial appointment or electio @ach new Eligible Director to the Board, or @irhange in status which causes an
ineligible director to qualify as an Eligible Direc under this policy, a grant of restricted stockts related to the Company’s common
stock will be made to such Eligible Director foathnitial partial Service Year with a value at tirae of issuance of approximately
$50,000, prorated for that portion of the Servi@alrin which such Eligible Director will serve dretBoard. Such grants shall be made
as of (i) the date of commencement of Board serfdca new Eligible Director, or (ii) the date adgeg director becomes an Eligible
Director, or (iii) such other date as the Boardllsthetermine. The restricted stock units will vestthe first anniversary of the grant date,
with any unvested restricted stock units beingeitetl to the Company.




Vesting Upon Departure of a Director

If a Grantee shall cease to be a Director of then@my due to death, disability or retirement dutimg one-year vesting period
applicable to any restricted stock units grantesiweder, all restricted stock units shall immedyatest and the stock certificates
representing the shares underlying such restratteek units shall be promptly delivered to the Gearby the Company. If the Grantee
shall cease to be a Director of the Company forahgr reason during such one-year vesting peaiogunvested restricted stock units
shall be forfeited by the Grantee and such resftistock units shall be cancelled.

TRAVEL EXPENSE REIMBURSEMENT

Each of the Eligible Directors shall be entitled¢geive reimbursement for reasonable travel exggewhich they properly incur in
connection with their functions and duties as aator.

AMENDMENTS, REVISION AND TERMINATION

This policy may be amended, revised or terminatethb Board of Directors at any time and from titoeime.




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Forr8$333-192596) and Forms S-8 (Nos. 333-
128430, 333-147107, and 333-169001) of BuilderstEwurce, Inc. of our report dated February 2842@dlating to the financial
statements and the effectiveness of internal obater financial reporting, which appears in thim 16-K. We also consent to the
references to us under the heading “Selected FHaldbata” in this Form 10-K.

/sl PricewaterhouseCoopers LLP

Dallas, Texas
February 28, 2014



Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Floyd F. Sherman, certify that:
1. I have reviewed this report on Form-K of Builders FirstSource, Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omstéde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaard for, the periods presented in
this report;

4.  The registrant’s other certifying officer(s)danare responsible for establishing and maintgmiisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduties ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Designed such internal control over finanogdorting, or caused such internal control oveariitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) Evaluated the effectiveness of the registeaditsclosure controls and procedures and presentbis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; an

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportitttat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &

5.  The registran$ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the
equivalent functions

(@) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summaad report financial
information; anc

(b) Any fraud, whether or not material, that ined management or other employees who have aisagttifole in the
registran’s internal control over financial reportir

/s FLOYD F. SHERMAN
Floyd F. Sherman
Chief Executive Office

Date: February 28, 2014



Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, M. Chad Crow, certify that:
1. I have reviewed this report on Form-K of Builders FirstSource, Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omstéde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaard for, the periods presented in
this report;

4.  The registrant’s other certifying officer(s)danare responsible for establishing and maintgmiisclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresused such disclosure controls and proceduties ttesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) Designed such internal control over finanogdorting, or caused such internal control oveariitial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) Evaluated the effectiveness of the registeaditsclosure controls and procedures and presentbis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; an

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportitttat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeadf, the registra’s internal control over financial reporting; &

5.  The registran$ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the
equivalent functions

(@) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summaad report financial
information; anc

(b) Any fraud, whether or not material, that ined management or other employees who have aisagttifole in the
registran’s internal control over financial reportir

/s/ M. CHAD CROW
M. Chad Crow
Senior Vice President and Chief Financial Offi

Date: February 28, 2014



Exhibit 32.1

Certification of CEO and CFO Pursuant to 18 U.S.CSection 1350
(Adopted Pursuant to Section 906 of the Sarbanes-@y Act of 2002)

In connection with the annual report of BuilderssEsource, Inc. (the “Company”) on Form 10-K foe fieriod ended December 31, 2013 as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), we, Floyd F. $hem, as Chief Executive Officer of the
Company, and M. Chad Crow, as Senior Vice PresidedtChief Financial Officer of the Company, cerplursuant to 18 U.S.C. Section 13
as adopted pursuant to Section 906 of the Sarb@rkes- Act of 2002, that, to the best of our knovged

(1) The Report fully complies with the requirementsSetction 13(a) or Section 15(d) of the SecuritiesHaxge Act of 1934; ar
(2) The information contained in the Report fajphgsents, in all material respects, the finaremaldition and results of operations of
the Company

/s FLOYD F. SHERMAN
Floyd F. Sherman
Chief Executive Office

/s/ M. CHAD CROW
M. Chad Crow
Senior Vice President and Chief Financial Offi

Dated: February 28, 2014

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadyné| be retained by the
Company and furnished to the Securities and Exah&@ammission or its staff upon reque



