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Comfort Systems USA Reports Second Quarter Results
- Aug 02, 2006

--- Net Income Increases 69.3% on Strong Revenues ---

Houston, TX — August 2, 2006 — Comfort Systems USA, Inc. (NYSE: FIX), a leading provider of commercial, industrial and institutional heating, ventilation and air conditioning (“HVAC”) services,
today announced net income of $7,921,000 or $0.19 per diluted share, for the quarter ended June 30, 2006, as compared to net income of $4,678,000 or $0.12 per diluted share, in the second
quarter of 2005. Excluding the write off of debt costs, net income from continuing operations was $5,362,000 or $0.13 per diluted share for the quarter ended June 30, 2005.

Bill Murdy, Comfort Systems USA's Chairman and CEO, said, “We are pleased with our strong second quarter results and with the strength and improvement our operations continue to
demonstrate. Significant increases in profits and revenues in our second quarter build solidly on our strong first quarter, and they add to our optimism about the future.”

The Company reported revenues from continuing operations of $264,390,000 in the current quarter, an increase of 15.2% as compared to $229,547,000 in 2005. The Company also reported free
cash flow of $6,762,000 in the current quarter as compared to free cash flow of $10,808,000 in 2005. Backlog as of June 30, 2006 was $689,993,000, as compared to $726,726,000, as of March
31, 2006 on a same store basis. Backlog as of June 30, 2005 was $618,717,000 on a same store basis.

The Company reported net income for the six months ended June 30, 2006 of $12,248,000 or $0.30 per diluted share as compared to net income of $5,207,000 or $0.13 per diluted share in 2005.
The Company reported net income from continuing operations for the six months ended June 30, 2006 of $12,251,000 or $0.30 per diluted share as compared to net income from continuing
operations of $6,163,000 or $0.15 per diluted share. Excluding the write off of debt costs, net income from continuing operations was $6,642,000 or $0.17 per diluted share for the six months ended
June 30, 2005. The Company reported revenues of $500,775,000 from continuing operations for the first six months of 2006, as compared to $423,647,000 in 2005.

Murdy continued, “Net income essentially doubled for the first half of 2006 as compared to the first half of 2005. Our recent very high backlog levels continued, although we experienced a decrease
in backlog levels in our multi-family residential activities this quarter that resulted in a sequential decrease in total backlog, while total backlog was up significantly from the same quarter a year ago.
The decrease in multifamily residential backlog more than accounted for the drop in total backlog, and thus backlog levels for commercial work actually increased during the second quarter.”

Bill Murdy concluded, “In recent years Comfort Systems USA has successfully executed a strategy of developing our team members and strengthening our core operations. Although we continue
our focus on improving existing operations, we are also concentrating on making prudent investments in growth. With a strong balance sheet and continued strength in our core operations, we look
forward to a busy and successful third quarter and year.”

As previously announced, the Company will host a conference call to discuss its financial results and position in more depth on Thursday, August 3, 2006 at 10:00 a.m. Central Time. The call-in
number for this conference call is 1-210-234-0008. A replay of the entire call will be available until 6:00 p.m. Central Time, Thursday, August 10, 2006 by calling 1-402-220-0275.

Comfort Systems USA® is a premier provider of business solutions addressing workplace comfort, with 57 locations in 51 cities around the nation. For more information, visit the Company's
website at www.comfortsystemsusa.com.

This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements are based on the current plans and
expectations of Comfort Systems USA, Inc. and involve risks and uncertainties that could cause actual future activities and results of operations to be materially different from those set forth in the
forward-looking statements. Important factors that could cause actual results to differ include, among others, retention of key management, national or regional weakness in non-residential
construction activity, difficulty in obtaining or increased costs associated with bonding, shortages of labor and specialty building materials, seasonal fluctuations in the demand for HVAC systems
and the use of incorrect estimates for bidding a fixed price contract, the Company's backlog failing to translate into actual revenue or profits, errors in the Company's percentage of completion
method of accounting, the result of competition in the Company's markets, the imposition of past and future liability from environmental, safety, and health regulations including the inherent risk
associated with self-insurance, adverse litigation results and other risks detailed in the Company's reports filed with the Securities and Exchange Commission. Important factors that could cause
actual results to differ are discussed under “ltem 1A. Company Risk Factors” in the Company's Annual Report on Form 10-K for the year ended December 31, 2005. These forward-looking
statements speak only as of the date of this release. Comfort Systems USA, Inc. expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-
looking statement contained herein to reflect any change in Comfort Systems USA, Inc.'s expectations with regard thereto or any change in events, conditions or circumstances on which any such
statement is based.

— Financial table follows —

Comfort Systems USA, Ine.
Consclidated Statements of Operations
For the Three Months and 5ix Months Ended June 30, 2005 and 2003
(in thousands, except per share amounts)

(unaudired)
Three Months Ended Six Months Ended
June 30, June 30,
2006 % 2005 % 2008 % 2003 %

Fevenues 264390 100.0%  § 220547 100.0% S 300775 100.0% $423.647 100.0%
Cost of services 1 23.0% 833% ] 242% 9 84.3%
Gross profit 16.1% 16.7% 15.8% 66,368 15.7%
SG&A 30414 11.5% 12.4% 12.0% 54,348 12.8%
Gain on sale of assets (49) — —_ — (103 —
Income from operations 12,099 4.6% 2711 4.2% 3.8% 12,123 19%
Interest expense (income), net (416) (0.2)% 254 0.1% (0.2)% 301 0.1%
Write off of debt costs — — 870 04% — 870 0.2%
Other expense (income) — (65) — — (751 —
Income before taxes 4.T% B.632 3.8% 4.0% 10,827 1.6%
Income taxes 1769 4 664
Income from contmming operations 1717 29% 4.883 21% 24% 6.163 15%

Discontinued operations:
Operating loss, nat of income tax
benefit (expense) of $(6), $23,
5105, and 3413 » (342 (212) (1.093)
Estimated gain on disposition,
meluding meome tax benefit
(expense) of $200, $(82),
$209. and $(82) 209 137 209 137

Net income b 7921 § 4672 § 12248




Income per share:

Basic-
Income from contimung operations $ 0.19 5 D.12 5 031 § 016
Discontinued cperations -
Loss from operations — — (0.01) (0.03)
Estimated gain on disposition 0.01 — 0.01 —
Net income b 0.20 5 012 b1 D31 3 013
Diluted -
Income from contimung operations $ 0.19 5 0.12 1 030 1 0.13
Discontinued operations -
Loss from operations — — (0.01) (0.0
Estimated gain on disposition = = 0.01 =
Net income 3 019 5 012 § 030 ] 013
Shares used in computing mcoms per
share:
Basic 40,244 39173 40,060 39,082
Diluted 41,200 40,107 41.045 40,131

Note 1: The diluted eanungs per share data presented above reflects the dilutive effect, 1f anv, of stock options and contngently issnable restricted
stock which were outstanding during the periods presented.

Supplemental Non-GAAP Information (unandited):

Three Months Ended Smx Months Ended
June 30. June 30
2006 % 2003 % 2006 % 2005 %

Income from contimung operations

(after tax) $ 7717 § 4883 $ 12251 $ 6163
Write off of debt costs (after tax) —t 479 =5 479
Income from continuing operations

(after tax). excluding the write off

of debt costs $§ 7717 29% § 5362 23% 225 24% 5 6642 1.6%
Diluted eamings per share —

income from continning operations

(after tax). excluding the wnte off

of debt costs § 01@ s 013 3 030 $ 0.17

Note 1: Operating results from contimung operations, excludmg the wnte off of debt costs, 15 presented because the Company believes it reflects the
results of the core ongomg operations of the Company. and because we believe it is responsive to frequent questions we receive about the Company
from third parties. However, this measure is not considered a primary measure of an entity’s financial results under generally accepted aceounting
principles, and accordingly. this amount should not be considered an altemmative to operating results as determined under generally accepted
accounting principles and as reported by the Company.

Note 2: The tax rate on this item was computed using the pro forma effective tax rate of the Company exclusive of this charge.

Supplemental Non-GAAP Information — Adjusted Eammgs Before Interest. Taxes, Depreciation and Amoerization (“Adjusted EBITDA™)
(umandited):

Three Months Ended Six Months Ended
June 30 June 30.
2006 % 2005 % 2006 % 2003 Y

Net incomes § 7801 § 4678 § 12248 $ 5.207
Discontinued operations (204) 205 3 336

Income taxes 4,797 3,769 7.818 4.664

Wrte off of debt costs —. 270 e 870

Other expense (income) 1 (63) (18) (73)

Interest (income) expense, net (416) 254 20T 501

Gain on sale of assets (497 23 (69) (103)
Depraciation and amortization 1289 1.025 2313 1.979

Adjusted EBITDA §13330 5.0% $10.711 47% §21590 43% 513999 33%

Note 1: The Company defines adjusted earnings before mterest, taxes, depreciation and amortzation (Adjusted EBITDA) as net income, excluding
discontimued operations, income taxes, write off of debt costs, other expense (income). interest (income) expense, net, gain on sale of assets and
depreciation and amortization. Other companies may define Adjusted EBITDA differently. Adpsted EBITDA is presented because it 15 a financial
measure that 1s frequently requested by third parties. However, Adjusted EBITDA 15 not considered under generally accepted accounting principles
as a primary measure of an entity’s financial results, and accordingly, Adjusted EBITDA should not be considered an altemative to operating income,
net income, or cash flows as detemuned under generally accepted accounting principles and as reportad by the Company.



Comfort Systems USA. Inc.
Condensed Consolidated Balance Sheets
(in thousands)

Jume 30, December 31,
2006 2005
(unandited)
Cash and cash equivalents $ 7,091 3 33,393
Apccounts receivable, net 229 685 193,025
Pecevable from sale of operations = 23,800
Costs and estimated eamings in excess of billings 28923 22,512
Assets related to discontinued operations 992 3.996
Orher current assets 24.796 25.149
Total current aszets 351487 326,073
Property and equipment, net 14,063 12,703
Goodwill 62,954 62954
Other noncurrent assets 6421 6.949
Total assets £ 434925 P 408683
Current maturities of long-term debt $ — % —
Accounts payable 76,231 71,922
Billings in excess of costs and estimated earnings 70942 53,279
Liabilities related to discontinued operations 678 1.309
Other current hiabilities 39.302 68.650
Total current liabilities 207,153 195,160
Long-term debt — —
Total liahilities 207,153 195,160
Total equity 27712 213523
Total liabilities and equity § 434025 0§ 408683
Selected Cash Flow Data (in thousands) (unandited):
Three Months Ended Six Months Ended
June 30. June 30,
2006 2005 2006 2005
Cash flow from operating activities 8586 $ 11,929 § (11,922) % 6,382
Cash flow from investing activities (B45) $ (203) $ 21810 5 (4.836)
Cash flow from financing activities aga $ 0.9 13 1,610 5 (7.673)
Cash flow from operating activities 8,586 $ 11929 § (11921 $ 6,388
Purchases of property and equipment (1,904) (1,184) (4.043) (3,227)
Proceeds from sales of property and equipment 170 63 Ll m
Taxes paid related to the sale of business = = 7.020 =
Fre= cash flow § 6762 $ 10808 § (BG66) £ 331

Note 1: Free cash flow 1s defined as cash flow from operating activities excluding items related to sale of busimesses, less customary capital
expenditures, plos the proceeds from asset sales. Other companies may define free cash flow differently. Free cash flow is presented because it is a
financial measure that is frequently requested by third parties. However. free cash flow is not considered under generally accepted accounting
principles as a primary measure of an entify’s financial results, and accordmgly, free cash flow should not be considered an altermative to operating
mcome, net income, or cash flows as determined under generally accepted accounting principles and as reported by the Company.



