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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements (unaudited)

BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
         
  Three Months Ended  
  March 31,  
  2008   2007  
  (Unaudited)  
  (In thousands,  
  except per share amounts)  
Sales  $270,511  $ 411,143 
Cost of sales   210,110   306,592 
  

 
  

 
 

Gross margin   60,401   104,551 
Selling, general and administrative expenses   79,571   97,470 
  

 
  

 
 

(Loss) income from operations   (19,170)   7,081 
Interest expense, net   6,470   6,712 
  

 
  

 
 

(Loss) income before income taxes   (25,640)   369 
Income tax (benefit) expense   (9,794)   137 
  

 
  

 
 

Net (loss) income  $ (15,846)  $ 232 
  

 

  

 

 

         
Net (loss) income per share:         

Basic  $ (0.45)  $ 0.01 
  

 

  

 

 

Diluted  $ (0.45)  $ 0.01 
  

 

  

 

 

         
Weighted average common shares outstanding:         

Basic   35,460   34,633 
  

 

  

 

 

Diluted   35,460   36,206 
  

 

  

 

 

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

CONDENSED CONSOLIDATED BALANCE SHEETS
         
  March 31,   December 31, 
  2008   2007  
  (Unaudited)  
  (In thousands,  
  except per share amounts)  

ASSETS         
Current assets:         

Cash and cash equivalents  $ 81,825  $ 97,574 
Accounts receivable, less allowances of $6,504 and $7,209 at March 31, 2008 and December 31, 2007,

respectively   151,862   149,482 
Inventories   95,719   95,038 
Other current assets   24,509   26,672 

  
 
  

 
 

Total current assets   353,915   368,766 
Property, plant and equipment, net   91,809   96,358 
Goodwill   155,588   155,588 
Other assets, net   25,932   26,711 
  

 
  

 
 

Total assets  $ 627,244  $ 647,423 
  

 

  

 

 

LIABILITIES AND STOCKHOLDERS’ EQUITY         
Current liabilities:         

Accounts payable  $ 71,272  $ 65,811 
Accrued liabilities   36,178   47,626 
Current maturities of long-term debt   41   40 

  
 
  

 
 

Total current liabilities   107,491   113,477 
Long-term debt, net of current maturities   279,216   279,226 
Other long-term liabilities   14,579   13,173 
  

 
  

 
 

Total liabilities   401,286   405,876 
Commitments and contingencies (Note 7)         
Stockholders’ equity:         

Preferred stock, $0.01 par value, 10,000 shares authorized; zero shares issued and outstanding at March 31,
2008 and December 31, 2007, respectively   —   — 

Common stock, $0.01 par value, 200,000 shares authorized; 36,038 and 35,701 shares issued and outstanding at
March 31, 2008 and December 31, 2007, respectively   356   351 

Additional paid-in capital   140,729   138,476 
Retained earnings   86,529   102,375 
Accumulated other comprehensive (loss) income   (1,656)   345 

  
 
  

 
 

Total stockholders’ equity   225,958   241,547 
  

 
  

 
 

Total liabilities and stockholders’ equity  $ 627,244  $ 647,423 
  

 

  

 

 

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

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
         
  Three Months Ended  
  March 31,  
  2008   2007  
  (Unaudited)  
  (In thousands)  
Cash flows from operating activities:         
Net (loss) income  $ (15,846)  $ 232 
Adjustments to reconcile net (loss) income to net cash (used in) provided by operating activities:         

Depreciation and amortization   5,930   6,068 
Amortization of deferred loan costs   703   659 
Bad debt expense   298   201 
Non-cash stock based compensation   2,107   1,598 
Deferred income taxes   44   8 
Net gain on sales of assets   (400)   (288)

Changes in assets and liabilities:         
Accounts receivable   (3,695)   1,417 
Inventories   (681)   2,899 
Other current assets   1,953   2,675 
Other assets and liabilities   (745)   (2,340)
Accounts payable   5,461   22,751 
Accrued liabilities   (11,218)   (14,168)

  
 
  

 
 

Net cash (used in) provided by operating activities   (16,089)   21,712 
  

 
  

 
 

Cash flows from investing activities:         
Purchases of property, plant and equipment   (1,246)   (2,573)
Proceeds from sale of property, plant and equipment   577   493 

  
 
  

 
 

Net cash used in investing activities   (669)   (2,080)
  

 
  

 
 

Cash flows from financing activities:         
Payments on long-term debt   (9)   (110)
Deferred loan costs   (245)   — 
Exercise of stock options   1,662   2,319 
Repurchase of common stock   (399)   (483)

  
 
  

 
 

Net cash provided by financing activities   1,009   1,726 
  

 
  

 
 

Net (decrease) increase in cash and cash equivalents   (15,749)   21,358 
Cash and cash equivalents at beginning of period   97,574   93,258 
  

 
  

 
 

Cash and cash equivalents at end of period  $ 81,825  $114,616 
  

 

  

 

 

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

1. Basis of Presentation

     Builders FirstSource, Inc., a Delaware corporation formed in 1998, is a leading supplier and manufacturer of structural and related building products for
residential new construction in the United States. In this quarterly report, references to the “company,” “we,” “our,” “ours” or “us” refer to Builders
FirstSource, Inc. and its consolidated subsidiaries, unless otherwise stated or the context otherwise requires.

     In the opinion of management, the accompanying unaudited condensed consolidated financial statements include all recurring adjustments and normal
accruals necessary for a fair statement of the company’s financial position, results of operations and cash flows for the dates and periods presented. Results
for interim periods are not necessarily indicative of the results to be expected during the remainder of the current year or for any future period. All significant
intercompany accounts and transactions have been eliminated in consolidation.

     The condensed consolidated balance sheet as of December 31, 2007 is derived from the audited consolidated financial statements but does not include all
disclosures required by accounting principles generally accepted in the United States of America. This condensed consolidated balance sheet as of
December 31, 2007 and the unaudited condensed consolidated financial statements included herein should be read in conjunction with the more detailed
audited consolidated financial statements for the years ended December 31, 2007 included in our most recent annual report on Form 10-K. Accounting
policies used in the preparation of these unaudited condensed consolidated financial statements are consistent with the accounting policies described in the
Notes to Consolidated Financial Statements included in our Form 10-K.

2. Net (Loss) Income per Common Share

     Net (loss) income per common share (“EPS”) is calculated in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 128, Earnings
per Share, which requires the presentation of basic and diluted EPS. Basic EPS is computed using the weighted average number of common shares
outstanding during the period. Diluted EPS is computed using the weighted average number of common shares outstanding during the period, plus the
dilutive effect of potential common shares.

     The table below presents a reconciliation of weighted average common shares used in the calculation of basic and diluted EPS (in thousands):
         
  Three Months Ended
  March 31,
  2008  2007
Weighted average shares for basic EPS   35,460   34,633 
Dilutive effect of stock awards and options   —   1,573 
   

 
   

 
 

Weighted average shares for diluted EPS   35,460   36,206 
   

 

   

 

 

     For the purpose of computing diluted EPS, weighted average shares outstanding have been adjusted for common shares underlying options of 2.3 million
for the three months ended March 31, 2007. Weighted average shares outstanding for the three months ended March 31, 2007 have also been adjusted for
242,000 shares of restricted stock. Options to purchase 3.0 million and 1.2 million shares of common stock were not included in the computations of diluted
EPS for the three months ended March 31, 2008 and 2007, respectively, because their effect was anti-dilutive. There were 394,000 and 366,000 restricted
stock shares excluded from the computations of diluted EPS for the three months ended March 31, 2008 and 2007, respectively, because their effect was anti-
dilutive.
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(unaudited)

3. Accounts Receivable

     Accounts receivable consisted of the following (in thousands):
         
  March 31,   December 31, 
  2008   2007  
Trade receivables  $ 129,253  $ 133,639 
Other   29,113   23,052 
  

 
  

 
 

Accounts receivable   158,366   156,691 
         
Less: allowance for returns and doubtful accounts   6,504   7,209 
  

 
  

 
 

Accounts receivable, net  $ 151,862  $ 149,482 
  

 

  

 

 

4. Debt

     Long-term debt consisted of the following (in thousands):
         
  March 31,   December 31, 
  2008   2007  
Floating rate notes  $ 275,000  $ 275,000 
Other   4,257   4,266 
  

 
  

 
 

   279,257   279,266 
Less: current portion of long-term debt   41   40 
  

 
  

 
 

Total long-term debt, net of current maturities  $ 279,216  $ 279,226 
  

 

  

 

 

     In 2005, we entered into two interest rate swap agreements in order to obtain a fixed rate with respect to $200.0 million of our outstanding floating rate
debt and thereby reduce our exposure to interest rate volatility. In January 2008, we cancelled one of the $100.0 million interest rate swap agreements. We
cancelled the agreement that started July 1, 2005 whereby we paid a fixed rate of 4.12% and received a variable rate at 90 day LIBOR. The settlement fees
related to the cancellation of this interest rate swap agreement were minimal. Additionally, we de-designated $25.0 million of the remaining swap as a cash
flow hedge. The change in fair value on this portion of the swap will be recorded through earnings. We also entered into three new interest rate swap
agreements in the first quarter of 2008 with notional amounts of $100.0 million, $50.0 million, and $50.0 million. The swap agreements are three year swaps
that fix $200.0 million of our outstanding floating rate notes at a weighted average interest rate of 7.41%, including an applicable margin. We will pay a fixed
rate at 3.25%, 3.17% and 2.99%, respectively, on the swaps and receive a variable rate at 90 day LIBOR. The swaps are effective on May 15, 2008. The
swaps are designated and qualify as fully effective cash flow hedges. All changes in fair value will be recorded in accumulated other comprehensive
(loss) income and subsequently reclassified into earnings when the related interest expense on the underlying borrowing is recognized.

          On January 1, 2008, we partially adopted the provisions of SFAS No. 157, Fair Value Measurements (“SFAS No. 157”) for financial assets and
liabilities. SFAS No. 157 became effective for financial assets and liabilities on January 1, 2008. On January 1, 2009, we will apply the provisions of SFAS
No. 157 for non-recurring fair value measurements of non-financial assets and liabilities, such as goodwill, indefinite-lived intangible assets, and property,
plant and equipment. SFAS No. 157 defines fair value, thereby eliminating inconsistencies in guidance found in various prior accounting pronouncements,
and increases disclosures surrounding fair value calculations.

          SFAS No. 157 establishes a three-tiered fair value hierarchy that prioritizes inputs to valuation techniques used in fair value calculations. The three
levels of inputs are defined as follows:

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

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

          Level 3 — inputs that are unobservable in the marketplace and significant to the valuation
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(unaudited)

          SFAS No. 157 requires us to maximize the use of observable inputs and minimize the use of unobservable inputs. If a financial instrument uses inputs
that fall in different levels of the hierarchy, the instrument will be categorized based upon the lowest level of input that is significant to the fair value
calculation.

          The only financial instruments measured at fair value on a recurring basis are our interest rate swaps. The interest rate swaps are valued in the market
using discounted cash flow techniques. These techniques incorporate Level 1 and Level 2 inputs. These market inputs are utilized in the discounted cash flow
calculation considering the term, notional amount, discount rate, yield curve and credit risk of the financial instrument. Significant inputs to the derivative
valuation for interest rate swaps are observable in the active markets and are classified as Level 2 in the hierarchy.

          The following fair value hierarchy table presents information about the Company’s financial instruments measured at fair value on a recurring basis
using significant other observable inputs (Level 2):
         
      Fair Value  
  As of March 31,  Measurement as of 
  2008   March 31, 2008  
Current interest rate swap (included in Accrued liabilities)  $ 238  $ 238 
Long-term interest rate swaps (included in Other long-term liabilities)   2,422   2,422 
  

 
  

 
 

Total  $ 2,660  $ 2,660 
  

 

  

 

 

          We have elected to continue to report the value of our floating rate notes at amortized cost. The floating rate notes are registered and publicly traded.
The fair value of the floating rate notes at March 31, 2008 based on the most recent trade price was approximately $195,938.

5. Comprehensive Loss

     The following table presents the components of comprehensive loss for the three months ended March 31, 2008 and 2007 (in thousands):
         
  Three Months Ended  
  March 31,  
  2008   2007  
Net (loss) income  $ (15,846)  $ 232 
Other comprehensive loss — change in fair value of interest rate swap agreements, net of related tax effect   (2,001)   (407)
  

 
  

 
 

Total comprehensive loss  $ (17,847)  $ (175)
  

 

  

 

 

6. Employee Stock-based Compensation

     Our board of directors granted 430,634 stock options and 28,850 shares of restricted stock to employees on February 26, 2008. The grants were made
primarily under our 2007 Incentive Plan with 6,850 shares of restricted stock under our 2005 Equity Incentive Plan and all vest ratably over three years. We
estimate that this grant will result in incremental stock-based compensation of approximately $0.4 million for the year ended December 31, 2008. The grant
date fair value for the restricted stock and the exercise price for the options was $6.70 per share, which was the closing stock price on that date. The grant date
fair value of the options was $2.75 and was determined using the following assumptions:
     
Expected life  5 years
Expected volatility   42.28%
Expected dividend yield   0.00%
Risk-free rate   2.89%

7. Commitments and Contingencies

     We are a party to various legal proceedings in the ordinary course of business. Although the ultimate disposition of these proceedings cannot be predicted
with certainty, management believes the outcome of any claim that is pending or threatened, either
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BUILDERS FIRSTSOURCE, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(unaudited)

individually or on a combined basis, will not have a material adverse effect on our consolidated financial position, cash flows or results of operations.
However, there can be no assurances that future costs would not be material to our results of operations or liquidity for a particular period.

8. Segment and Product Information

     We have three regional operating segments — Atlantic, Southeast and Central — with centralized financial and operational oversight. We believe that
these operating segments meet the aggregation criteria prescribed in SFAS No. 131, Disclosure about Segments of an Enterprise and Related Information, and
thus have one reportable segment.

     Sales by product category for the three month periods ended March 31, 2008 and 2007 were as follows (in thousands):
         
  Three Months Ended  
  March 31,  
  2008   2007  
Prefabricated components  $ 53,832  $ 84,155 
Windows & doors   68,237   92,611 
Lumber & lumber sheet goods   64,517   114,683 
Millwork   28,630   39,242 
Other building products & services   55,295   80,452 
  

 
  

 
 

Total sales  $270,511  $411,143 
  

 

  

 

 

9. Recent Accounting Pronouncements

     In September 2006, the FASB issued SFAS 157, Fair Value Measurements (“SFAS 157”), which defines fair value, establishes a framework for measuring
fair value, and expands disclosures about fair value measurements. The provisions for financial instruments were effective for us as of January 1, 2008. In
February 2008, the FASB issued FASB Staff Position No. FAS 157-2, Effective Date of FASB Statement No, 157, which deferred the effective date of SFAS
157, Fair Value Measurements (“SFAS 157”), for all non-financial assets and non-financial liabilities except those that are recognized or disclosed at fair
value in the financial statements on a recurring basis. We partially adopted SFAS 157 as of January 1, 2008, as it relates to financial instruments, and the
partial adoption did not have a material impact on our consolidated financial statements. (See Note 4) We are still assessing the impact that SFAS 157 will
have on our nonrecurring measurements for non-financial assets and liabilities in 2009.

     In February 2007, the FASB issued SFAS 159, The Fair Value Option for Financial Assets and Liabilities — Including an amendment of FASB Statement
No. 115 (“SFAS 159”) which permits entities to choose to measure many financial instruments and certain other items at fair value. SFAS 159 was effective
as of the January 1, 2008. We adopted SFAS 159, and we are not electing the fair value option for any of our eligible financial instruments and other items
that are not already measured at fair value under existing standards.

     In December 2007, the FASB issued SFAS No. 141 (revised 2007) (“SFAS 141R”), Business Combinations, which will change the accounting for business
combinations. Under SFAS 141R, an acquiring entity will be required to recognize all the assets acquired and liabilities assumed in a transaction at the
acquisition date fair value with limited exceptions. Additionally, SFAS 141R will change the accounting treatment and disclosure for certain specific items in
a business combination. This pronouncement requires prospective application and will be effective for us for acquisitions on or after January 1, 2009. Any
acquisitions that we enter into prior to that date will follow the accounting and disclosure required under existing GAAP until January 1, 2009. We expect the
application of SFAS 141R will have an impact on how we account for business combinations once adopted, but the effect of the impact on our consolidated
financial statements will depend upon the acquisitions that occur after the effective date.

     In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities — an amendment of FASB Statement
No. 133 (“SFAS 161”) which requires expanded disclosures about an entity’s derivative instruments and hedging activities. SFAS 161 requires qualitative
disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of gains and losses on derivative
instruments, and disclosures about credit-risk-related contingent features in derivative instruments. This pronouncement requires comparative disclosures only
for periods subsequent to initial adoption and is effective for us beginning January 1, 2009. We are currently assessing the impact SFAS 161 will have on our
consolidated financial statements.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

     The following discussion of our financial condition and results of operations should be read in conjunction with the Management’s Discussion and
Analysis of Financial Condition and Results of Operation and the consolidated financial statements and notes thereto for the year ended December 31, 2007
included in our most recent annual report on Form 10-K. The following discussion and analysis should also be read in conjunction with the unaudited
condensed consolidated financial statements appearing elsewhere in this report. In this quarterly report on Form 10-Q, references to the “company,” “we,”
“our,” “ours” or “us” refer to Builders FirstSource, Inc. and its consolidated subsidiaries, unless otherwise stated or the context otherwise requires.

Cautionary Statement

     Statements in this report which are not purely historical facts or which necessarily depend upon future events, including statements regarding our
anticipations, beliefs, expectations, hopes, intentions or strategies for the future, may be forward-looking statements within the meaning of Section 21E of the
Securities Exchange Act of 1934, as amended. All forward-looking statements in this report are based upon information available to us on the date of this
report. We undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. Any forward-looking statements made in this report involve risks and uncertainties that could cause actual events or results to differ materially
from the events or results described in the forward-looking statements. Readers are cautioned not to place undue reliance on these forward-looking
statements. In addition, oral statements made by our directors, officers and employees to the investor and analyst communities, media representatives and
others, depending upon their nature, may also constitute forward-looking statements. As with the forward-looking statements included in this report, these
forward-looking statements are by nature inherently uncertain, and actual results may differ materially as a result of many factors. Further information
regarding the risk factors that could affect our financial and other results are included as Item 1A of our annual report on Form 10-K.

COMPANY OVERVIEW

     We are a leading supplier and manufacturer of structural and related building products for residential new construction in the U.S. Our manufactured
products include our factory-built roof and floor trusses, wall panels and stairs, as well as engineered wood that we design and cut for each home. We also
manufacture custom millwork and trim that we market under the SynboardTM brand name, and aluminum and vinyl windows. We also assemble interior and
exterior doors into pre-hung units. In addition, we supply our customers with a broad offering of professional grade building products not manufactured by us,
such as dimensional lumber and lumber sheet goods, various window, door and millwork lines, as well as cabinets, roofing and gypsum wallboard. Our full
range of construction-related services includes professional installation, turn-key framing and shell construction, and spans all our product categories.

     We group our building products and services into five product categories: prefabricated components, windows & doors, lumber & lumber sheet goods,
millwork, and other building products & services. Prefabricated components consist of floor trusses, roof trusses, wall panels, stairs, and engineered wood.
The windows & doors category is comprised of the manufacturing, assembly and distribution of windows and the assembly and distribution of interior and
exterior door units. Lumber & lumber sheet goods include dimensional lumber, plywood and OSB products used in on-site house framing. Millwork includes
interior trim, exterior trim, columns and posts that we distribute, as well as custom exterior features that we manufacture under the Synboard brand name. The
other building products & services category is comprised of products such as cabinets, gypsum, roofing and insulation, and services such as turn-key framing,
shell construction, design assistance, and professional installation of products, spanning all of our product categories.

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

 •  Homebuilding Industry. Our business is driven primarily by the residential new construction market, which is in turn dependent upon a number of
factors, including interest rates, consumer confidence, and the health of the economy and mortgage markets. Over the past several quarters, many
homebuilders significantly decreased their starts because of lower demand and an excess of home inventory. Due to the decline in housing starts and
increased competition for homebuilder business, we expect increasing pressure on our margins. The decline in housing starts continues to be
widespread affecting all our markets. However, we still believe there are several meaningful trends that indicate U.S. housing demand will likely
remain healthy in the long term and that the current pullback in the housing industry is likely a trough in the cyclical nature of the residential
construction industry. These trends include rising immigration rates, the growing prevalence of second homes, relatively low interest rates, and the
aging of the housing stock.
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 •  Targeting Large Production Homebuilders. In recent years, the homebuilding industry has undergone significant consolidation, with the larger
homebuilders substantially increasing their market share. In accordance with this trend, our customer base has increasingly shifted to production
homebuilders — the fastest growing segment of the residential homebuilders. However, during the three months ended March 31, 2008, our sales to
the top 10 homebuilders in the country declined 44.9% compared to the three months ended March 31, 2007. This decline is slightly higher than the
overall decline in housing activity in our markets. We attribute this to the highly competitive pricing in our markets as we believe a number of our
competitors are selling at or below cost as they become more liquidity constrained. We expect that our ability to maintain strong relationships with
the largest builders will be vital to our ability to grow and expand into new markets as well as maintain our current market share through the
downturn. Additionally, during the downturn, we plan to further expand our customer base including our custom homebuilder base.

 

 •  Expand into Multi-Family and Light Commercial Business. We believe we can diversify our customer base and grow our sales by expanding into
multi-family and light commercial business. While we primarily serve the single family new home construction market, we believe we can enter the
multi-family and/or light commercial market in certain regions with limited incremental costs as these end markets are especially conducive for sales
of prefabricated components. In the third quarter of 2007, we purchased Bama Truss and Components, Inc. (“Bama”) which is a market leader in
multi-family and light commercial manufactured structural components based in Shelby, Alabama. The Bama location also gives us the ability to
manufacture steel roof trusses often used in multi-family and light commercial construction.

 

 •  Use of Prefabricated Components. Prior to the current housing downturn, homebuilders were increasingly using prefabricated components in order
to realize increased efficiency and improved quality. Shortening cycle time from start to completion was a key imperative of the homebuilders
during periods of strong consumer demand. With the current housing downturn, that trend has decelerated as cycle time has less relevance.
Customers who traditionally used prefabricated components, for the most part, still do. However the conversion of customers to this product offering
has slowed. We expect this trend to continue at least for the duration of this downturn. In response, we have reduced our manufacturing capacity and
delayed plans to open new facilities.

 

 •  Expansion of Existing and New Facilities. We are seeking to increase our market penetration through the introduction of additional distribution and
manufacturing facilities in markets that are underserved. In light of the current operating conditions, however, we have delayed plans to open new
manufacturing facilities and distribution centers in the short-term until economic conditions improve. New facilities, including acquisitions,
generated incremental sales of approximately $6.3 million for the three months ended March 31, 2008, compared to the same period in 2007.

 

 •  Economic Conditions. Economic changes both nationally and locally in our markets impact our financial performance. The building products supply
industry is dependent on new home construction and subject to cyclical market changes. Our operations are subject to fluctuations arising from
changes in supply and demand, national and international economic conditions, labor costs, competition, government regulation, trade policies and
other factors that affect the homebuilding industry such as demographic trends, interest rates, single-family housing starts, employment levels,
consumer confidence, and the availability of credit to homebuilders, contractors and homeowners. During the last half of 2007, the mortgage
markets experienced substantial disruption related to “subprime mortgages.” This mortgage market disruption is continuing and has now had a three-
fold effect on the current homebuilder market. First, lenders have tightened the qualification criteria for mortgages, effectively taking a substantial
number of potential home buyers out of the market and therefore reducing the demand for new homes. Second, a number of mortgage lenders and
buyers of mortgage securities have exited the mortgage market, thereby reducing available funds for new mortgages and the demand for mortgage
securities which also reduces the number of potential home buyers. Finally, the increase in defaults as a result of the “subprime mortgage” crisis has
increased the inventory of homes for sale, creating more competition for homebuilders. Although the federal government is enacting legislation to
assist with the “subprime mortgage” crisis and interest rates have decreased since the end of the year, given the substantial number of potential
foreclosures nationwide, more meaningful legislation may need to be enacted and liquidity in the mortgage market will need to be restored before a
long-term recovery occurs in the residential construction industry and therefore our industry.

 

 •  Cost of Materials. Prices of wood products, which are subject to cyclical market fluctuations, may adversely impact operating income when prices
rapidly rise or fall within a relatively short period of time. We purchase certain materials, including lumber products, which are then sold to
customers as well as used as direct production inputs for our manufactured and prefabricated products. Short-term changes in the cost of these
materials, some of which are subject to significant fluctuations, are sometimes passed on to our customers, but our pricing quotation periods may
limit our ability to pass on such price changes. Our inability to pass on material price increases to our customers could adversely impact our
operating income.
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 •  Controlling Expenses. Another important aspect of our strategy is controlling costs and enhancing our status as a low-cost building materials
supplier in the markets we serve. We pay close attention to managing our working capital and operating expenses. We have a “best practices”
operating philosophy, which encourages increasing efficiency, lowering costs, improving working capital, and maximizing profitability and cash
flow. We constantly analyze our workforce productivity to achieve the optimum, cost-efficient labor mix for our facilities. Further, we pay careful
attention to our logistics function and its effect on our shipping and handling costs.

CURRENT OPERATING CONDITIONS AND OUTLOOK

     Housing starts continued to experience year-over-year declines during the first quarter 2008. According to the U.S. Census Bureau, housing starts for
March 2008 were at a seasonally adjusted annual rate of 0.927 million, which is 40.9% below the March 2007 rate of 1.569 million and 14.2% below the
December 2007 rate of 1.080 million. First quarter 2008 housing starts for our markets decreased approximately 39.1% compared to the first quarter 2007.
Sequentially, housing starts in our markets decreased 17.9% from the fourth quarter of 2007. In addition, market prices for lumber and lumber sheet goods in
the first quarter 2008 were on average 12.8% lower than a year ago. As the housing downturn continues, we are trying to expand our customer base to
generate incremental sales. Conserving capital is also a main focus. As the utilization of our plants declines, we will need to invest our capital into our
existing operations. We feel this investment is worthwhile as once the housing market turns around, we will be able to effectively increase our utilization to
quickly meet increasing customer demand.

     In this environment, we are managing our business day-to-day, adjusting to customer demand. We believe we can mitigate a portion of the non-
controllable macroeconomic factors by continuing to grow our market share and by diligently managing our cost structure. We are beginning to be limited on
reducing our largest controllable costs, salaries and benefits, as we are at core staffing levels at many of our locations given our current locations and
operations. Additional declines in housing activity in our markets and increased competitive pressure could make it more difficult for us to maintain our
margins which could result in additional impairment of our goodwill and the need for a valuation allowance against some or all of our deferred tax assets.
Given the current market weakness, we think difficult market conditions affecting our business will continue to have a negative effect on our operating results
through the first half of 2009.

     While the homebuilding industry is currently in a down cycle, we still believe that the long-term outlook for the housing industry is positive due to growth
in the underlying demographics. We believe our market leadership and financial strength afford us the ability to manage through the downturn and outperform
our peers. We will continue to work diligently to achieve the appropriate balance of short-term cost reductions while maintaining the expertise to grow the
business when market conditions improve. We want to avoid taking steps that will limit our ability to compete and create long-term shareholder value.

SEASONALITY AND OTHER FACTORS

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

 •  The volatility of lumber prices;
 

 •  The cyclical nature of the homebuilding industry;
 

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

 •  The pricing policies of our competitors;
 

 •  The production schedules of our customers; and
 

 •  The effects of weather.

     The composition and level of working capital typically change during periods of increasing sales as we carry more inventory and receivables. Working
capital levels typically increase in the second and third quarters of the year due to higher sales during the peak residential construction season. These increases
have in the past resulted in lower or negative operating cash flows during this peak
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season, which generally have been financed through our revolving credit facility or cash on hand. Collection of receivables and reduction in inventory levels
following the peak building and construction season have more than offset this negative cash flow. More recently, we have relied less on our revolving credit
facility due to our ability to generate sufficient operating cash flows. Currently, we have nothing drawn on our credit facility. We believe our revolving credit
facility and our available cash on hand will continue to be sufficient to cover seasonal working capital needs.

RESULTS OF OPERATIONS

     The following table sets forth, for the three months ended March 31, 2008 and 2007, the percentage relationship to sales of certain costs, expenses and
income items:
         
  Three Months Ended
  March 31,
  2008  2007
Sales   100.0%   100.0%
Cost of sales   77.7%   74.6%
   

 
   

 
 

Gross margin   22.3%   25.4%
Selling, general and administrative expenses   29.4%   23.7%
   

 
   

 
 

(Loss) income from operations   (7.1)%   1.7%
Interest expense, net   2.4%   1.6%
Income tax (benefit) expense   (3.6)%   0.0%
   

 
   

 
 

Net (loss) income   (5.9)%   0.1%
   

 

   

 

 

Three Months Ended March 31, 2008 Compared with the Three Months Ended March 31, 2007

     Sales. Sales for the three months ended March 31, 2008 were $270.5 million, a 34.2% decrease from sales of $411.1 million for the three months ended
March 31, 2007. In the three months ended March 31, 2008, housing starts in our markets decreased approximately 39.1%. In addition, lower market prices
for commodity lumber and lumber sheet goods had a 0.7% negative impact on our sales. As the declining housing activity within our markets continues, we
are experiencing increased competitive conditions. We have responded by lowering prices on virtually all of our product categories. Market share gains and,
to a lesser extent, sales from new operations partially offset the decline in housing starts and market prices for commodity lumber products.

     The following table shows sales classified by product category (dollars in millions):
                     
  Three Months Ended March 31,     
  2008   2007     
  Sales   % of Sales   Sales   % of Sales   % Change  
Prefabricated components  $ 53.8   19.9% $ 84.2   20.5%  (36.1)%
Windows & doors   68.2   25.2%  92.6   22.5%  (26.3)%
Lumber & lumber sheet goods   64.5   23.9%  114.7   27.9%  (43.8)%
Millwork   28.7   10.6%  39.2   9.5%  (26.8)%
Other building products & services   55.3   20.4%  80.4   19.6%  (31.2)%
  

 
  

 
  

 
  

 
  

 
 

Total sales  $ 270.5   100.0% $ 411.1   100.0%  (34.2)%
  

 

  

 

  

 

  

 

  

 

 

     We continued to improve our sales mix during the quarter, transitioning from commodity items to higher margin, value-added products. We have also seen
an increase in our other building products & services category as a percentage of our total sales. As our homebuilder customers continue to downsize their
operations, they have increasingly utilized our turn-key installation services. We felt the negative impact of decreased housing starts across all our product
categories. For the lumber & lumber sheet goods category, our unit volume accounted for 88.8% of our sales decline in this category while our prices
accounted for 11.2% of the decline. This equates to $44.5 million and $5.6 million in sales declines due to unit volumes and price, respectively.

     Our focus on growing our windows & doors and installation business has mitigated some of the downward pressure from decreased housing activity. Our
installation business has grown during the downturn and is a value-added service as we only install products we sell. We believe our value-added products
and services give us a competitive advantage helping us attract new business during this down cycle.

     Gross Margin. Gross margin decreased $44.2 million, or 42.2%. Our gross margin dollars decreased primarily due to lower sales volume and price
concessions to our customers in response to increasingly competitive conditions. The gross margin percentage
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decreased from 25.4% in 2007 to 22.3% in 2008. The de-leveraging of lower sales volumes to fixed costs of sales lowered our gross margins by
approximately 157 basis points. In addition, the rising percentage of installed sales, which traditionally carry lower gross margins, had a negative impact on
our gross margins during the quarter. The balance of the decline is primarily related to lower pricing on all of our products. If market conditions continue to
create increased competitive pressure, we may continue to see margin compression during the remainder of 2008.

     Selling, General and Administrative Expenses. Selling, general and administrative expenses decreased $17.9 million, or 18.4%. Our salaries and benefits
expense, excluding the stock-based compensation expense, decreased 23.8% while our full-time equivalent employee headcount decreased 23.6%.
Professional services fees decreased $1.6 million, the result of the company managing this semi-variable cost in response to current market conditions.

     As a percent of sales, selling, general and administrative expenses increased from 23.7% in 2007 to 29.4% in 2008. Our fixed costs did not adjust with the
lower sales volume and had a negative impact on our selling, general and administrative expenses as a percent of sales. We continue to monitor our operating
cost structure closely and plan to make adjustments as necessary.

     Interest Expense, Net. Net interest expense was $6.5 million for the three months ended March 31, 2008, a decrease of $0.2 million. The decrease was
primarily attributable to higher average debt balances in the first quarter of 2007 compared to the first quarter of 2008. This decrease was partially offset by a
decrease in interest income due to lower average cash balances and lower interest rates in the first quarter of 2008 compared to the first quarter of 2007.

     Income Tax (Benefit) Expense. We had an income tax benefit with an effective tax rate of 38.2% for the three months ended March 31, 2008 compared to
income tax expense with an effective tax rate of 37.1% for the three months ended March 31, 2007.

LIQUIDITY AND CAPITAL RESOURCES

     For information regarding our liquidity and capital resources see our annual report on Form 10-K for the year ended December 31, 2007. We anticipate
receiving $12 to $17 million in income tax refunds in subsequent quarters in 2008. There have been no other material changes in our liquidity, commitments
for capital expenditures or sources and mix of capital resources.

Consolidated Cash Flows

     Cash used in operating activities was $16.1 million for the three months ended March 31, 2008 compared to cash provided by operating activities of
$21.7 million for the three months ended March 31, 2007. The decrease was primarily due to the net loss in the first quarter of 2008 and changes in working
capital. During the three months ended March 31, 2008, we experienced a slight build in our inventories in March as our sales per ship day increased 6.7%
over December 2007 levels. The increase in accounts receivable is primarily related to an increase in other receivables, specifically an $11.5 million increase
in income tax receivable, which was partially offset by collections of our trade and rebates receivable. During the three months ended March 31, 2007, we
collected accounts receivable and reduced inventory levels as our sales volume trended downward.

     During the three months ended March 31, 2008 and 2007, cash flows used for investing activities were $0.7 million and $2.1 million, respectively. Capital
expenditures decreased $1.4 million from $2.6 million for the three months ended March 31, 2007 to $1.2 million for the three months ended March 31, 2008
as we strive to conserve capital in the current operating environment.

     Net cash provided by financing activities was $1.0 million for the three months ended March 31, 2008 compared to $1.7 million for the three months
ended March 31, 2007. The decrease was primarily due to a reduction in cash received from stock option exercises.

RECENT ACCOUNTING PRONOUNCEMENTS

     In September 2006, the FASB issued SFAS 157, Fair Value Measurements (“SFAS 157”), which defines fair value, establishes a framework for measuring
fair value, and expands disclosures about fair value measurements. The provisions for financial instruments were effective for us as of January 1, 2008. In
February 2008, the FASB issued FASB Staff Position No. FAS 157-2, Effective Date of FASB Statement No, 157, which deferred the effective date of SFAS
157, Fair Value Measurements (“SFAS 157”), for all non-financial assets and non-financial liabilities except those that are recognized or disclosed at fair
value in the financial statements on a recurring basis. We partially adopted SFAS 157 as of January 1, 2008, as it relates to financial instruments, and the
partial adoption
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did not have a material impact on our consolidated financial statements. (See Note 4) We are still assessing the impact that SFAS 157 will have on our
nonrecurring measurements for non-financial assets and liabilities in 2009.

     In February 2007, the FASB issued SFAS 159, The Fair Value Option for Financial Assets and Liabilities — Including an amendment of FASB Statement
No. 115 (“SFAS 159”) which permits entities to choose to measure many financial instruments and certain other items at fair value. SFAS 159 was effective
as of the January 1, 2008. We adopted SFAS 159, and we are not electing the fair value option for any of our eligible financial instruments and other items
that are not already measured at fair value under existing standards.

     In December 2007, the FASB issued SFAS No. 141 (revised 2007) (“SFAS 141R”), Business Combinations, which will change the accounting for business
combinations. Under SFAS 141R, an acquiring entity will be required to recognize all the assets acquired and liabilities assumed in a transaction at the
acquisition date fair value with limited exceptions. Additionally, SFAS 141R will change the accounting treatment and disclosure for certain specific items in
a business combination. This pronouncement requires prospective application and will be effective for us for acquisitions on or after January 1, 2009. Any
acquisitions that we enter into prior to that date will follow the accounting and disclosure required under existing GAAP until January 1, 2009. We expect the
application of SFAS 141R will have an impact on how we account for business combinations once adopted, but the effect of the impact on our consolidated
financial statements will depend upon the acquisitions that occur after the effective date.

     In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities — an amendment of FASB Statement
No. 133 (“SFAS 161”) which requires expanded disclosures about an entity’s derivative instruments and hedging activities. SFAS 161 requires qualitative
disclosures about objectives and strategies for using derivatives, quantitative disclosures about fair value amounts of gains and losses on derivative
instruments, and disclosures about credit -risk-related contingent features in derivative instruments. This pronouncement requires comparative disclosures
only for periods subsequent to initial adoption and is effective for us beginning January 1, 2009. We are currently assessing the impact SFAS 161 will have on
our consolidated financial statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

     We experience changes in interest expense when market interest rates change. Changes in our debt could also increase these risks. We utilize interest rate
swap contracts to fix interest rates on a portion of our outstanding long-term debt balances. Based on debt outstanding on March 31, 2008, the interest rate
swap contract in place at March 31, 2008, and the interest rate swap contracts that will be effective on May 15, 2008, a 1.0% increase in interest rates would
result in approximately $0.7 million of additional interest expense annually. A discussion of the new interest rate swap agreements entered into the first
quarter of 2008 is contained in Note 4.

     We purchase certain materials, including lumber products, which are then sold to customers as well as used as direct production inputs for our
manufactured products that we deliver. Short-term changes in the cost of these materials, some of which are subject to significant fluctuations, are sometimes,
but not always, passed on to our customers. Our delayed ability to pass on material price increases to our customers can adversely impact our operating
income.

Item 4. Controls and Procedures

     Controls Evaluation and Related CEO and CFO Certifications. Our management, with the participation of our principal executive officer (“CEO”) and
principal financial officer (“CFO”), conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures as of
the end of the period covered by this quarterly report. The controls evaluation was conducted by our Disclosure Committee, comprised of senior
representatives from our finance, accounting, internal audit, and legal departments under the supervision of our CEO and CFO.

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

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

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

     Conclusions regarding Disclosure Controls. Based on the required evaluation of our disclosure controls and procedures, our CEO and CFO have
concluded that, as of March 31, 2008, we maintain disclosure controls and procedures that are effective in providing reasonable assurance that information
required to be disclosed by us in the reports that we file or submit under the Securities Exchange Act of 1934 is recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to our management,
including our CEO and CFO, as appropriate, to allow timely decisions regarding required disclosure.

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

PART II — OTHER INFORMATION

Item 1. Legal Proceedings

     We are involved in various claims and lawsuits incidental to the conduct of our business in the ordinary course. We carry insurance coverage in such
amounts in excess of our self-insured retention as we believe to be reasonable under the circumstances and that may or may not cover any or all of our
liabilities in respect of claims and lawsuits. We do not believe that the ultimate resolution of these matters will have a material adverse impact on our
consolidated financial position, cash flows or results of operations.

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

Item 1A. Risk Factors

     In addition to the other information set forth in this report, you should carefully consider the factors discussed in Part 1, “Item 1A. Risk Factors” in our
annual report on Form 10-K for the year ended December 31, 2007, which could materially affect our business, financial condition or future results. The risks
described in our annual report on Form 10-K are not the only risks facing our company. Additional risks and uncertainties not currently known to us or that
we currently deem to be immaterial also may materially adversely affect our business, financial condition and/or operating results.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Unregistered Sales of Equity Securities

     (a) None
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Use of Proceeds

     (b) Not applicable

Company Stock Repurchases

     (c) The following table provides information with respect to our purchases of Builders FirstSource, Inc. common stock during the first quarter of fiscal
year 2008:
                 
              Maximum  
          Total Number of   Number of  
  Total       Shares Purchased   Shares That May 
  Number of  Average   as Part of Publicly  Yet be Purchased 
  Shares   Price Paid   Announced Plans   Under the Plans  
Period  Purchased   per Share   or Programs   or Programs  
January 1, 2008 — January 31, 2008   —   —   —   — 
February 1, 2008 — February 28, 2008   58,281  $ 6.85   —   — 
March 1, 2008 — March 31, 2008   —   —   —   — 
  

 
  

 
  

 
  

 
 

Total   58,281  $ 6.85   —   — 
  

 

  

 

  

 

  

 

 

     The shares presented in the above table represent restricted stock tendered in order to meet minimum withholding tax requirements for shares vested.

Item 3. Defaults upon Senior Securities

     (a) None

     (b) None

Item 4. Submission of Matters to a Vote of Security Holders

     None

Item 5. Other Information

     (a) None

     (b) None
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Item 6. Exhibits
   
Exhibit   
Number  Description

3.1

 

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

   
3.2

 
Amended and Restated By-Laws of Builders FirstSource, Inc. (incorporated by reference to Exhibit 3.2 to the Company’s current report on
Form 8-K, filed with the Securities and Exchange Commission on March 5, 2007, File Number 0-51357)

   
4.1

 

Second Amended and Restated Stockholders Agreement, dated as of June 2, 2005, among JLL Building Products, LLC, Builders
FirstSource, Inc., Floyd F. Sherman, Charles L. Horn, Kevin P. O’Meara, and Donald F. McAleenan (incorporated by reference to
Exhibit 4.1 to the Company’s quarterly report on Form 10-Q for the quarter ended June 30, 2005, filed with the Securities and Exchange
Commission on August 4, 2005, File Number 0-51357)

   
4.2

 

Registration Rights Agreement, dated as of February 11, 2005, among Builders FirstSource, Inc., the Guarantors named therein, and UBS
Securities LLC and Deutsche Bank Securities Inc. (incorporated by reference to Exhibit 4.3 to Amendment No. 1 to the Company’s
registration statement on Form S-1, filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
4.3

 

Stockholders Agreement, dated as of June 11, 1999, among Stonegate Resources Holdings, LLC, BSL Holdings, Inc., Holmes Lumber
Company, and Lockwood Holmes (incorporated by reference to Exhibit 4.5 to Amendment No. 2 to the Company’s registration statement
on Form S-1, filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
4.4

 

Stock Purchase Agreement, dated as of March 3, 2000, among Stonegate Resources Holdings, LLC, Builders FirstSource, Inc., and
William A. Schwartz (incorporated by reference to Exhibit 4.6 to Amendment No. 2 to the Company’s registration statement on Form S-1,
filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
4.5

 

Indenture, dated as of February 11, 2005, among Builders FirstSource, Inc., the Subsidiary Guarantors thereto, and Wilmington Trust
Company, as Trustee (incorporated by reference to Exhibit 4.1 to Amendment No. 1 to the Company’s registration statement on Form S-1,
filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
10.1*+  2008 Form of Builders FirstSource, Inc. 2007 Incentive Plan Nonqualified Stock Option Agreement

   
10.2*+  2008 Form of Builders FirstSource, Inc. 2007 Incentive Plan Restricted Stock Award Agreement

   
31.1*

 
Written statement pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, signed by
Floyd F. Sherman as chief executive officer

   
31.2*

 
Written statement pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, signed by
Charles L. Horn as chief financial officer

   
32.1**

 
Written statement pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by
Floyd F. Sherman as chief executive officer and Charles L. Horn as chief financial officer

 

*  Filed herewith.
 

**  Builders FirstSource, Inc. is furnishing, but not filing, the written statements pursuant to Title 18 United States Code 1350, as added by Section 906 of
the Sarbanes-Oxley Act of 2002, of Floyd F. Sherman, our chief executive officer, and Charles L. Horn, our chief financial officer.

 

+  Indicates a management contract or compensatory plan or arrangement.
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SIGNATURES

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
     
 BUILDERS FIRSTSOURCE, INC.

  

 /s/ FLOYD F. SHERMAN   
 Floyd F. Sherman  

 Chief Executive Officer
(Principal Executive Officer)  

 

May 1, 2008
     
   
 /s/ CHARLES L. HORN   
 Charles L. Horn  

 Senior Vice President — Chief Financial Officer
(Principal Financial Officer)  

 

May 1, 2008
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EXHIBIT INDEX
   
Exhibit   
Number  Description

3.1

 

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

   
3.2

 
Amended and Restated By-Laws of Builders FirstSource, Inc. (incorporated by reference to Exhibit 3.2 to the Company’s current report on
Form 8-K, filed with the Securities and Exchange Commission on March 5, 2007, File Number 0-51357)

   
4.1

 

Second Amended and Restated Stockholders Agreement, dated as of June 2, 2005, among JLL Building Products, LLC, Builders
FirstSource, Inc., Floyd F. Sherman, Charles L. Horn, Kevin P. O’Meara, and Donald F. McAleenan (incorporated by reference to
Exhibit 4.1 to the Company’s quarterly report on Form 10-Q for the quarter ended June 30, 2005, filed with the Securities and Exchange
Commission on August 4, 2005, File Number 0-51357)

   
4.2

 

Registration Rights Agreement, dated as of February 11, 2005, among Builders FirstSource, Inc., the Guarantors named therein, and UBS
Securities LLC and Deutsche Bank Securities Inc. (incorporated by reference to Exhibit 4.3 to Amendment No. 1 to the Company’s
registration statement on Form S-1, filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
4.3

 

Stockholders Agreement, dated as of June 11, 1999, among Stonegate Resources Holdings, LLC, BSL Holdings, Inc., Holmes Lumber
Company, and Lockwood Holmes (incorporated by reference to Exhibit 4.5 to Amendment No. 2 to the Company’s registration statement
on Form S-1, filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
4.4

 

Stock Purchase Agreement, dated as of March 3, 2000, among Stonegate Resources Holdings, LLC, Builders FirstSource, Inc., and
William A. Schwartz (incorporated by reference to Exhibit 4.6 to Amendment No. 2 to the Company’s registration statement on Form S-1,
filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
4.5

 

Indenture, dated as of February 11, 2005, among Builders FirstSource, Inc., the Subsidiary Guarantors thereto, and Wilmington Trust
Company, as Trustee (incorporated by reference to Exhibit 4.1 to Amendment No. 1 to the Company’s registration statement on Form S-1,
filed with the Securities and Exchange Commission on April 27, 2005, File Number 333-122788)

   
10.1*+  2008 Form of Builders FirstSource, Inc. 2007 Incentive Plan Nonqualified Stock Option Agreement

   
10.2*+  2008 Form of Builders FirstSource, Inc. 2007 Incentive Plan Restricted Stock Award Agreement

   
31.1*

 
Written statement pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, signed by
Floyd F. Sherman as chief executive officer

   
31.2*

 
Written statement pursuant to 17 CFR 240.13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, signed by
Charles L. Horn as chief financial officer

   
32.1**

 
Written statement pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by
Floyd F. Sherman as chief executive officer and Charles L. Horn as chief financial officer

 

*  Filed herewith.
 

**  Builders FirstSource, Inc. is furnishing, but not filing, the written statements pursuant to Title 18 United States Code 1350, as added by Section 906 of
the Sarbanes-Oxley Act of 2002, of Floyd F. Sherman, our chief executive officer, and Charles L. Horn, our chief financial officer.

 

+  Indicates a management contract or compensatory plan or arrangement.
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Exhibit 10.1

BUILDERS FIRSTSOURCE, INC.
2007 INCENTIVE PLAN

NON-QUALIFIED STOCK OPTION AGREEMENT

     THIS NON-QUALIFIED STOCK OPTION AGREEMENT (the “Agreement”), dated as of                                         , is made by and between Builders
FirstSource, Inc., a Delaware corporation (the “Company”), and                                          (the “Optionee”).

     WHEREAS, the Company has adopted the Builders FirstSource Inc., 2007 Incentive Plan (as amended from time to time, the “Plan”), pursuant to which
options may be granted to purchase Stock; and

     WHEREAS, the Company desires to grant to the Optionee a non-qualified stock option (or “NQSO”) to purchase the number of shares of Stock provided
for herein;

     NOW, THEREFORE, in consideration of the recitals and the mutual agreements herein contained, the parties hereto agree as follows:

Section 1. Grant of Option

     (a) Grant of Option. The Company hereby grants to the Optionee an Option to purchase                      shares of Stock on the terms and conditions set forth
in this Agreement and as otherwise provided in the Plan. The Option is not intended to be treated, and shall not be construed, as an ISO.

     (b) Incorporation of Plan. The provisions of the Plan are hereby incorporated herein by reference. Except as otherwise expressly set forth herein, this
Agreement shall be construed in accordance with the provisions of the Plan and any capitalized terms not otherwise defined in this Agreement shall have the
definitions set forth in the Plan. The Committee shall have final authority to interpret and construe the Plan and this Agreement and to make any and all
determinations under them, and its decision shall be binding and conclusive upon the Optionee and his/her legal representative in respect of any questions
arising under the Plan or this Agreement.

Section 2. Terms and Conditions of Option

     (a) Exercise Price. The price at which the Optionee shall be entitled to purchase shares of Stock upon the exercise of all or any portion of the Option shall
be $  per share.

     (b) Expiration Date. The Option shall expire at the close of business on the tenth anniversary of the date of this Agreement.

 



 

     (c) Exercisability of Option. Subject to the other terms of this Agreement regarding the exercisability of the Option, the Option shall become exercisable as
of the dates set forth below for the cumulative percentages of shares of Stock set forth below, provided the Optionee is employed by the Company or an
Affiliate as of each such date:

                                        Date                     Percentage of Shares

The Committee may, but shall not be required to, provide at any time for the acceleration of the schedule set forth above.

     (d) Method of Exercise. The Option may be exercised only by written notice in such form as the Company may adopt from time to time, delivered in
person or by mail in accordance with Section 3(a) and accompanied by payment therefor or pursuant to such other procedure as the Company may adopt from
time to time. The purchase price of the shares of Stock shall be paid to the Company (i) in cash or its equivalent, (ii) if outside of a period in which Company
policy prohibits the Optionee from trading in the Company’s securities (a “Blackout Period”), by tendering to the Company shares of Stock already owned by
the Optionee that have been held by the Optionee for no less than six months following the date of their purchase and have a total Fair Market Value less than
or equal to the aggregate exercise price, (iii) if outside a Blackout Period, to the extent permitted by law, by a “broker cashless exercise” procedure approved
by the Committee, or (iv) by a combination of the foregoing methods. If requested by the Committee, the Optionee shall deliver this Agreement evidencing
the Option to the Secretary of the Company who shall endorse thereon a notation of such exercise and return such Agreement to the Optionee. A minimum of
100 shares of Stock must be purchased upon the exercise of the Option unless a lesser number of shares of Stock so purchased constitute the total number of
shares of Stock then purchasable under the Option.

     (e) Exercise Following Termination of Employment. Subject to Section 2(g), in the event that the Optionee ceases to be employed by the Company or an
Affiliate, that portion of the Option that is not then exercisable shall immediately terminate and that portion of the Option that is exercisable at the time of the
Optionee’s termination of employment shall terminate as follows:

     (i) If the Optionee’s termination of employment is due to his/her death or disability, as determined by the Committee, the Option (to the extent
exercisable at the time of the Optionee’s termination of employment) shall be exercisable for a period of six months following such termination of
employment, and shall thereafter terminate;
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     (ii) If the Optionee’s termination of employment is by the Company or an Affiliate for Cause (as defined below), the Option shall terminate on the date
of the Optionee’s termination of employment;

     (iii) If the Optionee voluntarily terminates his/her employment (other than by retirement), the Option (to the extent exercisable at the time of the
Optionee’s termination) shall be exercisable for a period of 60 days following such termination of employment, and shall thereafter terminate; and

     (iv) If the Optionee’s termination of employment is for any other reason, the Option (to the extent exercisable at the time of the Optionee’s termination
of employment) shall be exercisable for a period of 60 days following such termination of employment, and shall thereafter terminate.

For purposes of this Agreement, “Cause” means (i) any act of fraud, gross negligence, or dishonesty in the performance of the Optionee’s duties or the willful
failure by the Optionee to perform Optionee’s duties, (ii) engaging in any action with the intention of causing harm or damage to any of the Company’s
operations, (iii) conviction of a felony, or (iv) obtaining personal gain from a transaction in which the Optionee has a conflict of interest with the Company.

Notwithstanding the foregoing, no provision in this Section 2(e) shall extend the exercise period of an Option beyond its original term set forth in
Section 2(b).

     (f) Nontransferability. The Option shall not be transferable by the Optionee other than by will or the laws of descent and distribution.

     (g) Rights as a Stockholder. The Optionee shall not be deemed for any purpose to be the owner of any shares of Stock subject to the Option unless, until,
and to the extent that (i) the Option shall have been exercised pursuant to its terms, (ii) the Company shall have issued and delivered to the Optionee the
shares of Stock for which the Option shall have been exercised, and (iii) the Optionee’s name shall have been entered as a stockholder of record with respect
to such shares of Stock on the books of the Company.

     (h) Income Taxes. The Company may, in its discretion, require that the Optionee pay to the Company at or after (as determined by the Committee) the time
of exercise of any portion of the Option any such additional amount as the Company deems necessary to satisfy its liability to withhold federal, state, or local
income tax or any other taxes incurred by reason of the exercise or the transfer of shares of Stock thereupon. Such taxes may be paid to the Company (i) in
cash or its equivalent, (ii) if outside of a Blackout Period, by tendering to the Company shares of Stock already owned by the Optionee having a Fair Market
Value less than or equal to the amount of such taxes, (iii) if outside a Blackout Period, by electing to have the Company withhold a portion of the shares of
Stock
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to be received upon exercise of such Option having a Fair Market Value less than or equal to the amount of such taxes, (iv) if outside a Blackout Period, to the
extent permitted by law, by a “broker cashless exercise” procedure approved by the Committee, or (v) by a combination of the foregoing methods.

Section 3. Miscellaneous

     (a) Notices. Any notice by the Optionee to the Company hereunder shall be in writing and shall be deemed duly given only upon receipt thereof by the
General Counsel of the Company at its principal offices. Any notice by the Company to the Optionee shall be in writing and shall deemed duly given if
mailed or sent by overnight service to the Optionee at the address last specified to the Company by the Optionee, Optionee’s residence, or Optionee’s address
appearing on the books of the Company.

     (b) No Right to Continued Employment. Nothing in the Plan or in this Agreement shall confer upon the Optionee any right to continue in the employ of the
Company or any Affiliate or shall interfere with or restrict in any way the right of the Company and its Affiliates, which are hereby expressly reserved, to
remove, terminate, or discharge the Optionee at any time for any reason whatsoever, with or without Cause.

     (c) Bound by Plan and Company Policy. By signing this Agreement, the Optionee (i) acknowledges that Optionee has received a copy of the Plan and has
had an opportunity to review the Plan, (ii) agrees to be bound by all the terms and provisions of the Plan and, (iii) agrees not to sell any Stock received upon
exercise of an Option at a time when any law, rule, regulation, or Company policy prohibits a sale.

     (d) Successors. The terms of this Agreement shall be binding upon and inure to the benefit of the Company and its successors and assigns and of the
Optionee and the beneficiaries, executors, administrators, heirs, and successors of the Optionee.

     (e) Validity/Invalidity. The invalidity or unenforceability of any particular provision hereof shall not affect the other provisions hereof, and this Agreement
shall be construed in all respects as if such invalid or unenforceable provision had been omitted.

     (f) Modifications. No change, modification, or waiver of any provision of this Agreement shall be valid unless the same be in writing and signed by the
parties hereto.

     (g) Entire Agreement. This Agreement and the Plan contain the entire agreement and understanding of the parties hereto with respect to the subject matter
contained herein and therein and supersede all prior communications, representations, and negotiations in respect thereto.
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     (h) Governing Law. This Agreement and the rights of the Optionee hereunder shall be construed and determined in accordance with the laws of the State of
Delaware other than the conflicts of law provisions thereof.

     (i) Headings. The headings of the Sections hereof are provided for convenience only and are not to serve as a basis for interpretation or construction, and
shall not constitute a part, of this Agreement.

     (j) Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

     (k) Confidentiality. By signing this Agreement, Optionee agrees to keep confidential and not to disclose to any person or entity information concerning the
Company’s option program, the number of Options covered by this Agreement, or any transactions between the Optionee and the Company pursuant to this
Agreement, except as required by applicable law.

     IN WITNESS WHEREOF, this Agreement has been executed and delivered by the parties hereto on the                     day of                                         .
       
  BUILDERS FIRSTSOURCE, INC.   
       
  By:     
    

 

  
  By:     
    

 

  
  Address:    
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Exhibit 10.2

BUILDERS FIRSTSOURCE, INC.
2007 INCENTIVE PLAN

RESTRICTED STOCK AWARD AGREEMENT

     THIS RESTRICTED STOCK AWARD AGREEMENT, (the “Agreement”), dated as of                                          (the “Grant Date”), is made by and
between Builders FirstSource, Inc., a Delaware corporation (the “Company”), and                                         (the “Grantee”).

     WHEREAS, the Company has adopted the Builders FirstSource, Inc. 2007 Incentive Plan (as amended from time to time, the “Plan”), pursuant to which
the Company may grant shares of Stock that are restricted as to transfer (shares so restricted hereinafter referred to as “Restricted Stock”); and

     WHEREAS, the Company desires to grant to the Grantee the number of shares of Restricted Stock provided for herein;

     NOW, THEREFORE, in consideration of the recitals and the mutual agreements herein contained, the parties hereto agree as follows:

Section 1. Grant of Restricted Stock Award

          (a) Grant of Restricted Stock. The Company hereby grants to the Grantee                      shares of Restricted Stock on the terms and conditions set forth
in this Agreement and as otherwise provided in the Plan.

          (b) Incorporation of Plan. The provisions of the Plan are hereby incorporated herein by reference. Except as otherwise expressly set forth herein, this
Agreement shall be construed in accordance with the provisions of the Plan and any capitalized terms not otherwise defined in this Agreement shall have the
definitions set forth in the Plan. The Committee shall have final authority to interpret and construe the Plan and this Agreement and to make any and all
determinations thereunder, and its decision shall be binding and conclusive upon the Grantee and his/her legal representative in respect of any questions
arising under the Plan or this Agreement.

Section 2. Terms and Conditions of Award

          The grant of Restricted Stock provided in Section 1(a) shall be subject to the following terms, conditions and restrictions:

          (a) Ownership of Shares. Subject to the restrictions set forth in the Plan and this Agreement, the Grantee shall possess all incidents of ownership of the
Restricted Stock granted hereunder, including the right to receive dividends with respect to such Stock and the right to vote such Stock.

 



 

          (b) Restrictions. Restricted Stock, and any interest therein, may not be sold, assigned, transferred, pledged, hypothecated, or otherwise disposed of prior
to the lapse of restrictions set forth in this Agreement applicable thereto as set forth in Section 2(d). The Committee may, in its discretion, cancel all or any
portion of any outstanding restrictions prior to the expiration of the periods provided under Section 2(d).

          (c) Certificate; Restrictive Legend. The Grantee agrees that any certificate issued for Restricted Stock prior to the lapse of any outstanding restrictions
relating thereto shall be inscribed with the following legend:

This certificate and the shares of stock represented hereby are subject to the terms and conditions, including forfeiture provisions and restrictions against
transfer (the “Restrictions”), contained in the Builders FirstSource, Inc. 2007 Incentive Plan and an agreement entered into between the registered owner
and Builders FirstSource, Inc. Any attempt to dispose of these shares in contravention of the Restrictions, including by way of sale, assignment, transfer,
pledge, hypothecation, or otherwise, shall be null and void and without effect.

          (d) Lapse of Restrictions. Except as may otherwise be provided herein, the restrictions on transfer set forth in Section 2(b) shall lapse with respect to
                     of the shares (rounded down to the nearest whole share) of Restricted Stock granted hereunder on each of the                                         
anniversaries of the Grant Date, so long as the Grantee continues to serve as an employee of the Company as of the relevant date.

               Upon each lapse of restrictions relating to Restricted Stock, the Company shall issue to the Grantee or the Grantee’s personal representative a stock
certificate representing a number of shares of Stock, free of the restrictive legend described in Section 2(c), equal to the number of shares subject to this
Restricted Stock award with respect to which such restrictions have lapsed. If certificates representing such Restricted Stock shall have theretofore been
delivered to the Grantee, such certificates shall be returned to the Company, complete with any necessary signatures or instruments of transfer prior to the
issuance by the Company of such unlegended shares of Stock.

          (e) Cessation of Service. In the event that the Grantee’s service to the Company, as an employee of the Company, ceases prior to the lapsing of
restrictions with respect to any portion of the Restricted Stock granted hereunder, such unvested portion of the Restricted Stock held by the Grantee shall be
immediately forfeited as of the date of such cessation of service.

               Restricted Stock forfeited pursuant to this Section 2(e) shall be transferred to, and reacquired by, the Company without payment of any consideration
by the Company, and neither the Grantee nor any of the Grantee’s successors, heirs, assigns, personal representatives, or Permitted Transferees shall thereafter
have any further rights or interests in such shares or certificates. If certificates containing restrictive legends shall have theretofore been delivered to the
Grantee (or his/her legatees, personal representative, or Permitted Transferee), such
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certificates shall be returned to the Company, complete with any necessary signatures or instruments of transfer.

          (g) Income Taxes. The Grantee shall pay to the Company promptly upon request, and in any event at the time the Grantee recognizes taxable income in
respect of the Restricted Stock (or, if the Grantee makes an election under Section 83(b) of the Code, in connection with such grant), an amount equal to the
taxes the Company determines it is required to withhold under applicable tax laws with respect to the Restricted Stock. Such payment shall be made in the
form of cash, shares of Stock already owned by the Grantee for at least six months prior to such lapse of restrictions, shares of Restricted Stock upon the lapse
of restrictions, or in a combination of such methods. The Grantee shall promptly notify the Company of any election made pursuant to Section 83(b) of the
Code.

Section 3. Miscellaneous

          (a) Notices. Any notice by the Grantee to the Company hereunder shall be in writing and shall be deemed duly given only upon receipt thereof by the
General Counsel of the Company at its principal offices. Any notice by the Company to the Grantee shall be in writing and shall deemed duly given if mailed
or sent by overnight service to the Grantee at the address last specified to the Company by the Grantee, Grantee’s residence, or Grantee’s address appearing
on the books of the Company.

          (b) No Right to Continued Service. Nothing in the Plan or in this Agreement shall confer upon the Grantee any right to continue to serve as an employee
of the Company.

          (c) Bound by Plan and Company Policy. By signing this Agreement, the Grantee (i) acknowledges that Grantee has received a copy of the Plan and has
had an opportunity to review the Plan, (ii) agrees to be bound by all the terms and provisions of the Plan, and (iii) agrees not to sell any Restricted Stock at a
time when any law, rule, regulation, or Company Policy prohibits a sale.

          (d) Successors. The terms of this Agreement shall be binding upon and inure to the benefit of the Company and its successors and assigns and of the
Grantee and the beneficiaries, executors, administrators, heirs, and successors of the Grantee.

          (e) Invalid Provision. The invalidity or unenforceability of any particular provision thereof shall not affect the other provisions hereof, and this
Agreement shall be construed in all respects as if such invalid or unenforceable provision had been omitted.

          (f) Modifications. No change, modification, or waiver of any provision of this Agreement shall be valid unless the same be in writing and signed by the
parties hereto.

          (g) Entire Agreement. This Agreement and the Plan contain the entire agreement and understanding of the parties hereto with respect to the subject
matter contained herein and therein and supersede all prior communications, representations, and negotiations in respect thereto.
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          (h) Governing Law. This Agreement and the rights of the Grantee hereunder shall be construed and determined in accordance with the laws of the State
of Delaware, other than the conflicts of law provisions thereof.

          (i) Headings. The headings of the Sections hereof are provided for convenience only and are not to serve as a basis for interpretation or construction,
and shall not constitute a part, of this Agreement.

          (j) Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed an original, but all of which together shall constitute
one and the same instrument.

          (k) Confidentiality. By signing this Agreement, Grantee agrees to keep confidential and not to disclose to any person or entity information concerning
the Company’s Restricted Stock, the number of shares of Restricted Stock covered by this Agreement, or any transactions between the Grantee and the
Company pursuant to this Agreement, except as required by applicable law.

     IN WITNESS WHEREOF, this Agreement has been executed and delivered by the parties hereto as of the                      day of
                                                            .
     
  BUILDERS FIRSTSOURCE, INC.   
 
     
  

 

By:   
  Its:   
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Exhibit 31.1

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

I, Floyd F. Sherman, certify that:

     1. I have reviewed this quarterly report on Form 10-Q for the three months ended March 31, 2008 of Builders FirstSource, Inc.;

     2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly
report;

     3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;

     4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

     (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this quarterly report is being prepared;

     (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

     (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this quarterly report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this quarterly report based on such evaluation; and

     (d) Disclosed in this quarterly report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

     5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

     (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

     (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

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

Date: May 1, 2008
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Exhibit 31.2

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

I, Charles L. Horn, certify that:

     1. I have reviewed this quarterly report on Form 10-Q for the three months ended March 31, 2008 of Builders FirstSource, Inc.;

     2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this quarterly
report;

     3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this quarterly report;

     4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

     (a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this quarterly report is being prepared;

     (b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

     (c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this quarterly report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this quarterly report based on such evaluation; and

     (d) Disclosed in this quarterly report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

     5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

     (a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

     (b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

     
   
 /s/ CHARLES L. HORN   
 Charles L. Horn  
 Senior Vice President and Chief Financial Officer  
 

Date: May 1, 2008
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Exhibit 32.1

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

     In connection with the quarterly report on Form 10-Q of Builders FirstSource, Inc. (the “Company”) for the quarterly period ended March 31, 2008 as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), Floyd F. Sherman, as Chief Executive Officer of the Company, and
Charles L. Horn, as Senior Vice President and Chief Financial Officer of the Company, each hereby certifies, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

     (1) The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and

     (2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
     
   
 /s/ FLOYD F. SHERMAN   
 Floyd F. Sherman  
 Chief Executive Officer  
 

Dated: May 1, 2008
     
   
 /s/ CHARLES L. HORN   
 Charles L. Horn  
 Senior Vice President and Chief Financial Officer  
 

     This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed by the Company for
purposes of Section 18 of the Securities Exchange Act of 1934, as amended.
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