
 
    

 

 

Comfort Systems USA, Inc.’s headquarters is in Houston, TX. They are a leading provider of mechanical 
services including HVAC (heating, ventilation, and air conditioning). Comfort Systems USA’s commercial 
and industrial markets include office buildings, retail centers, apartment complexes, hotels, manufacturing 
plants, and government offices.      

 

BUY 
Current Price: $42.45 
Target Price: $46.77 
Market Cap: 1.4B 
ROIC:              15.33% 
WACC:             10.23% 
Gross Margin:   20.99% 
 

 

 
 

Thesis: Comfort Systems USA, Inc. is in an 

industry that will always be around and has secured 
its spot as one of the top leaders. FIX recently 
released their third quarter 2017 results, and have 
proved to their investors that they are growing in 
revenue and cash flow performance. CEO Brian 
Lane says in Q3 results, “We are pleased to report 
third quarter results marked by strong earnings and 
cash flow performance. Margins continued to 
benefit from solid field execution, and we are 
reporting the highest third quarter cash flow in our 
history.” With the south having major disasters in 
the recent months, Comfort Systems USA will have 
plenty of business because every building you see 
needs the work done that Comfort Systems USA 
provides.       

Catalysts:  
 Short Term(within the year): Win 

contracts for new buildings or buildings that 
need repairing due to destruction from the 
Hurricanes that hit this summer. 

 Mid Term(1-2 years): Continue to 

have a strong backlog and think about 
expanding into the last few states that they 
are not already in.  

 Long Term(3+):  Complete their recent 

acquisition with BCH Holdings    
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Earnings Performance: 
Comfort Systems USA was pleased to come out with positive results in their recent third quarter 

earnings report. CEO Brian Lane was happy to say this morning that net income of $22.3 million or $0.59 per 

diluted share, for the third quarter of 2017, grew from $20.5 million or $0.54 per diluted share, for the third 

quarter of 2016. The Company reported revenue of $480.9 million in the quarter three, as compared to $428.8 

million in 2016. The Company also reported free cash flow of $39.5 million in the current quarter, as compared 

to $7.3 million in 2016. Backlog as of September 30, 2017 was $901.2 million as compared to $937.8 million as 

of June 30, 2017 and $719.3 million as of September 30, 2016. Lane said that he thinks their backlog is very 

strong and that they will be able to use it effectively in the future. For nine months ending at September 30, 

2017, the company reported net income of $47.7 million or $1.27 per diluted share compared to $48.0 million 

or $1.27 per diluted share, in 2016. The Company also reported revenue of $1.33 billion, as compared to $1.24 

billion in 2016. Free cash flow for the nine months ended September 30, 2017 was $49.6 million, as compared 

to $33.3 million in 2016.  

 

 

 

 

 

 

 

 

 

 

 

 

Company Description: 
 Comfort Systems USA provides mechanical contracting services, which is broken down to what they 

call HVAC. HVAC is heating, ventilation, and air conditioning. FIX also offers plumbing, piping and controls, 

off site construction, electrical, monitoring and fire protection. FIX does not only do installing projects. They 

can also offer maintaining, repairing, and replacement of their products and systems. FIX is all through the 

United States besides a few states in the norther mid-west states. FIX’s revenue is broken down into four 

different sections, which are new construction, existing building construction, service projects, and service and 

maintenance. New construction makes up 37% of the revenue made. Existing building construction makes up 

32%. Service projects only bring in 11%. Lastly, service and maintenance is at 20% of the revenue made by 

FIX. Comfort Systems USA also breaks down the lifecycle of their business when dealing with buildings in 



 
    

 

their slides. This involves a 10-20 year replacement cycle, recurring service, and increase in technical and energy 

efficiency.  

  

 

 

 

 

 

 

 

 

 

 

Market Sector: 

Comfort Systems USA sector is considered Industrials, but this can be broken down even further. 

When dealing with projects they break down their business into three different sectors. The three sectors are 

industrial, commercial, and institutional. These three sectors get broken down even further. In the industrial 

sector, they will do projects with 

office building and industrial 

distribution. The commercial sector 

involves multi-family/residential, 

retail/restaurant/entertainment, and 

other. The institutional sector can be 

broken down into Health Care, 

Government, and Education.  For 

the revenue YTD of June 2017, 

which was $846 million, industrial 

makes up 35%of the revenue. The 

sector commercial makes up 24%, 

and the institutional sector is 39%. 

FIX does a great job on keeping all 

three sectors diverse so if one is not 

performing well they can fall back on 

the other two.  



 
    

 

   

   

 

Debt: 

Comfort Systems USA’s total debt now is $81.96 million. FIX does not usually take on a lot of debt. 

$30 thousand of it is capital leases and the rest are acquisitions. The most recent acquisition happened on 

April 1, 2017. On that date, FIX acquired all of the issued and outstanding stock of BCH Holdings, Inc. and 

its subsidiaries for $100 million, comprised of $85.7 million in cash at closing and $14.3 million in a note 

payable to the former owners. This is not the first time that FIX has acquired another company. They just 

recently completed two acquisitions. The first one being Environmental Air Systems, LLC on January 1, 2016 

for $46.6 million. The second one was ShoffnerKalthoff family of companies (collectively, “Shoffner”) for 

$19.8 million, of which $14.8 million was allocated to goodwill and identifiable intangible assets. Acquisitions 

are not something new to this company and have been proving to their investors that they know how to 

handle them, which also makes investors less worried about their debt because almost all of it is through 

acquisitions.  

     

 

Competitors: 

When it comes to competitors Comfort Systems will always have to deal with small family owned businesses 

for the minor tasks that they complete. Heating and air conditioning projects for family homes, restaurants, 

and small offices can be completed by these family owned businesses. This may also be why FIX has been 

acquiring the family owned businesses that are at the top. When it comes to major projects, FIX has all the 

advantages. When comparing to competitors on Bloomberg it shows that, a major company like FIX does 

not exist in the United States and are all located over in Asia. This makes it that FIX should almost get every 

major building project in the United States. FIX even beats every medium when talking about market cap, 

EBITDA, profit margins, gross margins, and operating margin. This goes to show that FIX is one of the 

leaders in this business.  



 
    

 

     

 

 

Conclusion:  

Comfort Systems USA, Inc. is at the top in its field of work and has secured a great place there by 

bringing in great numbers almost every quarter and doing the best work compared to competitors. They just 

recently announced the best earnings report in their history and they do not plan to slow down. They are 

showing great growth in revenue. They have complete control over the debt, so there is no issue there. Lastly, 

they have a great business model. Everything they do evolves over time, which will continue to give them 

business. I believe this company is a very strong and stable company that will continue to grow in all of its 

sectors of business and be a good long-term buy.     

 

 

 

 



 
    

  


