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ABOUT TARGET HOSPITALITY

Target Hospitality Corp. (Nasdaq: TH) is one of the largest vertically integrated specialty rental
and hospitality services companies in North America. We have an extensive network of
geographically relocatable specialty rental accommodation units with 16,830 beds across
27 communities. We also operate 2 communities not owned or leased by the Company. The
majority of our revenues are generated under committed contracts which provide visibility to
future earnings and cash flows. We believe our customers enter into contracts with us because
of our differentiated scale and ability to deliver premier accommodations and in-house culinary
and hospitality services across many key geographies in which they operate. For the year ended
December 31, 2022, we generated revenues of approximately $502 million. Approximately
66.5% of our revenue was earned from specialty rental with vertically integrated hospitality,
specifically lodging and related ancillary services, whereas the remaining 33.5% of revenues
were earned through leasing of lodging facilities for the year ended December 31, 2022.

Target Hospitality, though initially founded in 1978, began operating as a specialty rental and
hospitality services company in 2006. Our company operates across the U.S., primarily in the
Southwest and the Midwest. We also own and operate the largest family residential center in the
U.S. Target Hospitality provides comprehensive turnkey solutions to customers’ unique needs,
from the initial planning stages through the full cycle of development and ongoing operations.
We provide cost-effective and customized specialty rental accommodations, culinary services
and hospitality solutions, including site design, construction, operations, security, housekeeping,
catering, concierge services and health and recreation facilities.

We have established a leadership position in providing a fully integrated service offering to our
large customer base, which is comprised of the United States government service providers,
major companies supporting natural resource developments, and large-scale infrastructure
projects throughout the United States. Our company is built on the foundation of the following
core values: safety, care, excellence, integrity and collaboration.

Youmay obtain copies of our annual report, and the 10-K included therein without charge

by contacting us. Written requests should be directed to our executive office located at

9320 Lakeside Blvd., Suite 300, The Woodlands, Texas 77381.
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Future Pipeline Services Plans
 



 
Segment information for December 31, 2022 and 2021 



Lease and Services Agreements





Health and safety:

Employee wellness:

Diversity & Inclusion (“D&I”):

Compensation programs and employee benefits:



Employee experience and retention:

Training and development:



Operational Risks

• Our operations are and will be exposed to operational, economic, political and regulatory risks. 

• We face significant competition in the specialty rental sector.  

• We depend on several significant customers. The loss of one or more such customers or the inability of one or 
more such customers to meet their obligations could adversely affect our results of operations. 

• Our business depends on the quality and reputation of the Company and its communities, and any deterioration 
in such quality or reputation could adversely impact its market share, business, financial condition or results of 
operations. 

• We derive a substantial portion of our revenue from the Government segment. The loss of, or a significant 
decrease in revenues from, any customer in this concentrated segment could seriously harm our financial 
condition and results of operations. 

• Our business may be adversely affected by periods of low commodity prices or unsuccessful exploration results 
which may decrease customers’ spending and our results. 

• Demand for our products and services is sensitive to changes in demand within a number of key industry end-
markets and geographic regions 

• Increased operating costs and obstacles to cost recovery due to the pricing and cancellation terms of our specialty 
rental and hospitality services contracts may constrain its ability to make a profit. 

• Our future operating results may fluctuate, fail to match past performance, or fail to meet expectations. 

• Public health crises such as the COVID-19 pandemic and their impact on business and economic conditions and 
government requirements could adversely affect our business, financial condition or results of operations. 

Financial Accounting Risks 

• If we determine that our goodwill and intangible assets have become impaired, we may incur impairment charges, 
which would negatively impact our reported operating results. 

• The valuation of our Private Warrants could cause volatility in our net income (loss). 

Social, Political and Regulatory Risks 

• Failure to comply with government regulations related to food and beverages may subject us to liability. 

• Unanticipated changes in our tax obligations, the adoption of a new tax legislation, or exposure to additional 
income tax liabilities could affect profitability. 

• We are subject to various laws and regulations including those governing our contractual relationships. 
Obligations and liabilities under these laws and regulations may materially harm our business. 

• We are subject to evolving public disclosure, financial reporting and corporate governance expectations and 
regulations that impact compliance costs and risks of noncompliance. 



Growth, Development and Financing Risks 

• We may not be able to successfully acquire and integrate new operations, which could cause our business to 
suffer.

• Global, national or local economic movements could have a material adverse effect on our business.

Information Technology and Privacy Risks

• Any failure of our management information systems could disrupt our business and result in decreased revenue 
and increased overhead costs. 

• Our business could be negatively impacted by security threats, including cyber-security threats. 

Risks Related to Our Indebtedness

• Our leverage may make it difficult for us to service our debt and operate our business.

• Global capital and credit markets conditions could materially adversely affect our ability to access the capital 
and credit markets or the ability of key counterparties to perform their obligations to it. 

• We are, and may in the future become, subject to covenants that limit our operating and financial flexibility and, 
if we default under our debt covenants, we may not be able to meet our payment obligations. 

Risks Related to Ownership of Our Common Stock

• We have incurred and expect to continue to incur significantly increased costs as a result of operating as a public 
company, and our management is required to devote substantial time to compliance efforts. 

• Our principal stockholder has substantial control over our business, which may be disadvantageous to other 
stockholders. 

• We are an “emerging growth company” and as a result of the reduced disclosure and governance requirements 
applicable to emerging growth companies, our Common Stock may be less attractive. 
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We face significant competition as a provider of specialty rental and hospitality services in the specialty rental sector. 
If we are unable to compete successfully, we could lose customers and our revenue and profitability could decline. 

 

We depend on several significant customers. The loss of one or more such customers or the inability of one or more 
such customers to meet their obligations could adversely affect our results of operations. 

 



 

Our business depends on the quality and reputation of the Company and its communities. Any deterioration in the 
quality and reputation of the Company or public resistance, potential legal challenges to, and increasing scrutiny of 
our industry, could affect our ability to obtain new contracts or result in the loss of existing contracts and negatively 
impact our brand or reputation, each of which could have a material adverse effect on our business, financial condition 
and results of operations.  

 

 

 

We derive a substantial portion of our revenue from the Government segment. The loss of, or a significant decrease in 
revenues from, any customer in this concentrated segment could seriously harm our financial condition and results of 
operations. 



 

 

Our natural resource development customers are exposed to a number of unique operating risks and challenges which 
could also adversely affect us. 
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Our business is contract intensive. Servicing existing contracts may lead to customer disputes or delays in receipt of 
payments, and failure to retain our current customers, renew existing customer contracts, and obtain new customer 
contracts, or the termination of existing contracts, could adversely affect our business. 

We may be adversely affected if customers reduce their specialty rental and hospitality services outsourcing. 



Our operations could be subject to natural disasters and other business disruptions, which could materially adversely 
affect our future revenue and financial condition and increase its costs and expenses. 

We are exposed to various possible claims relating to our business and our insurance may not fully protect us.
Management’s Discussion and Analysis of Financial Condition and Results of Operations—Factors Affecting Results of 

Operations—Natural Disasters or Other Significant Disruption

Construction risks exist which may adversely affect our results of operations. 
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Demand for our products and services is sensitive to changes in demand within a number of key industry end-markets 
and geographic regions. 

Certain of our major communities are located on land subject to leases. If we are unable to renew a lease, we could be 
materially and adversely affected. 

 

Third parties may fail to provide necessary services and materials for our communities and other sites. 

 

It may become difficult for us to find and retain qualified employees, and failure to do so could impede our ability to 
execute our business plan and growth strategy.

 



 

Significant increases in operating costs, including raw material and labor costs, could increase our operating costs 
significantly and harm our profitability. 

Our future operating results may fluctuate, fail to match past performance, or fail to meet expectations. 

•

•

•

•

•

•

•

•



•

•

•

•

•

•

•

•

•

•

•

We are exposed to various possible claims relating to our business, and our insurance may not fully protect us. 

 

Public health crises such as the COVID-19 pandemic and their impact on business and economic conditions and 
government requirements could adversely affect our business, financial condition or results of operations. 
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Financial Accounting Risks 

If we determine that our goodwill and intangible assets have become impaired, we may incur impairment charges, 
which would negatively impact our reported operating results. 

The valuation of our Private Warrants could increase the volatility in our net income (loss) in our consolidated 
statements of comprehensive income (loss). 



Social, Political, Regulatory and Litigation Risks 

A failure to maintain food safety or comply with government regulations related to food and beverages may subject us 
to liability. 

 

 

 

Unanticipated changes in our tax obligations, the adoption of a new tax legislation, or exposure to additional income 
tax liabilities could affect profitability. 

 

We may be unable to recognize deferred tax assets and, as a result, lose future tax savings, which could have a negative 
impact on our liquidity and financial position. 

 

 



We are subject to various laws and regulations including those governing our contractual relationships with the U.S. 
government and U.S. government contractors and the health and safety of our workforce and our customers. 
Obligations and liabilities under these laws and regulations may materially harm our business. 
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We are subject to various anti-corruption laws and we may be subject to other liabilities which could have a material 
adverse effect on our business, results of operations and financial condition. 

 

We may be exposed to certain regulatory and financial risks related to climate change and other environmental laws 
and regulations. 
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We may be subject to litigation, judgments, orders or regulatory proceedings that could materially harm our business. 

We are subject to evolving public disclosure, financial reporting and corporate governance expectations and 
regulations that impact compliance costs and risks of noncompliance. 

Growth, Development and Financing Risks 

We may not be able to successfully acquire and integrate new operations, which could cause our business to suffer. 
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Global, national or local economic movements could have a material adverse effect on our business. 



Information Technology and Privacy Risks 

Any failure of our management information systems could disrupt our business and result in decreased revenue and 
increased overhead costs. 

 

 

Our business could be negatively impacted by security threats, including cyber-security threats and other disruptions. 

Risks Related to Our Indebtedness 

Our leverage may make it difficult for us to service our debt and operate our business. 
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Global capital and credit markets conditions could materially adversely affect our ability to access the capital and credit 
markets or the ability of key counterparties to perform their obligations to it. 

 



 

We are, and may in the future become, subject to covenants that limit our operating and financial flexibility and, if we 
default under our debt covenants, we may not be able to meet our payment obligations. 
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Restrictions in Arrow Bidco’s existing and future debt agreements could limit our growth and our ability to respond to 
changing conditions. 

Credit rating downgrades could adversely affect our businesses, cash flows, financial condition and operating results. 

 

Risks Related to Ownership of Our Common Stock   

We have incurred and expect to continue to incur significantly increased costs as a result of operating as a public 
company, and our management is required to devote substantial time to compliance efforts. 



Our principal stockholder has substantial control over our business, which may be disadvantageous to other 
stockholders. 

We are an “emerging growth company” and as a result of the reduced disclosure and governance requirements 
applicable to emerging growth companies, our Common Stock may be less attractive to investors. 







Derivatives and Hedging—Contracts in Entity’s Own Equity
Derivatives and Hedging—Contracts in Entity’s Own Equity
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Economic Update 
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Risk Factors

Public health threats or outbreaks of communicable diseases, including COVID-19, could have a material adverse effect 
on the Company’s operations and financial results.

“Risk Factors”

Supply and Demand for Natural Resources 

Availability and Cost of Capital 

Regulatory Compliance 



Natural Disasters or Other Significant Disruption 

Revenue 



Adjusted Gross Profit 

Hospitality & Facilities Services - South 

Hospitality & Facilities Services - Midwest 

Government 

TCPL Keystone 

All Other



COVID-19 and Commodity Price Volatility 

Termination of the TCPL Keystone Contract 

Government Segment Growth 



 
Consolidated Results of Operations for the years ended December 31, 2022, 2021 and 2020 ($ in thousands)

 
Total Revenue. 

Cost of services. 



Specialty rental costs. 

Depreciation of specialty rental assets. 

Selling, general and administrative. 

Other depreciation and amortization. 

Other expense, net. 

Interest expense, net. 

Change in fair value of warrant liabilities. 



Income tax expense.  

Note: Adjusted gross profit for the chief operating decision maker’s (“CODM”) analysis includes the services and rental 
costs recognized in the financial statements and excludes depreciation on specialty rental assets, certain severance costs, 
and loss on impairment. Average daily rate is calculated based on specialty rental income and services income received 
over the period indicated, divided by utilized bed nights. 





Risk Factors

Capital Requirements 

 
Cash flows provided by operating activities



Cash flows used in investing activities

Cash flows used in financing activities

Indebtedness 

ABL Facility 



Senior Secured Notes 

Cash requirements 



• Other expense, net: 

• Transaction expenses:

• Stock-based compensation: 

• Change in fair value of warrant liabilities: 

• Other adjustments: 

 



 





 





Ernst & Young LLP

  



See accompanying notes which are an integral part of these consolidated financial statements. 



See accompanying notes which are an integral part of these consolidated financial statements 
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See accompanying notes which are an integral part of these consolidated financial statements. 



(Amounts in Thousands, Unless Stated Otherwise) 













Derivatives and 
Hedging—Contracts in Entity’s Own Equity

. 



Leases (Topic 842)
Leases (ASC 840)
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Lessee Perspective:



Lessor Perspective:



Financial Instruments - Credit Losses ASU 2016-13 or Topic 326

Codification Improvements to Topic 326, Financial Instruments - Credit Losses
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Derivatives and Hedging—Contracts in Entity’s Own 
Equity





Level 1 & 2 Disclosures: 

Level 3 Disclosures: 



Lessee Accounting 







Lessor Accounting 













Accelerated Vesting of Restricted Stock Unit Grants 
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