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HYDRAULIC FRACTURING Oil and natural

gas are typically contained in the pores 

of hard rock reservoirs many thousands 

of feet below the surface of the earth. 

To reach these hydrocarbons, production

companies drill wells into the rock

formations and then often connect the 

well to the reservoir through a process

called hydraulic fracturing. The hydraulic

fracturing process consists of pumping

fluids down a natural gas or oil well at

pressures sufficient to create fractures in

the hydrocarbon-bearing rock formation.

A granular material, called proppant, 

is suspended and transported in the 

fluid to fill the fracture, thus "propping" 

it open once high-pressure pumping stops.

The proppant-filled fracture creates a

permeable channel through which the

hydrocarbons can flow more freely. 

CARBO CERAMICS IS THE WORLD’S LEADING PRODUCER OF CERAMIC PROPPANT, WHICH IS USED IN THE

HYDRAULIC FRACTURING OF NATURAL GAS AND OIL WELLS.  THE SUPERIOR ATTRIBUTES OF OUR

PRODUCTS, COUPLED WITH AN EXTENSIVE DISTRIBUTION NETWORK, STRONG TECHNICAL SUPPORT, AND

EXCEPTIONAL CUSTOMER SERVICE, HAVE MADE CARBO CERAMICS THE WORLDWIDE LEADER AMONG

CERAMIC PROPPANT SUPPLIERS.  SERVING MARKETS WORLDWIDE, WE ARE FOCUSED ON MEETING THE

INCREASING DEMANDS OF THE OIL AND NATURAL GAS INDUSTRY WITH CONTINUAL IMPROVEMENT IN

MANUFACTURING CAPACITY, DISTRIBUTION, AND TECHNICAL SUPPORT.  CARBO CERAMICS IS ALSO THE

WORLD’S LEADING PROVIDER OF FRACTURE DIAGNOSTIC SERVICES AND HYDRAULIC FRACTURE SIMULATION

SOFTWARE THROUGH OUR SUBSIDIARY, PINNACLE TECHNOLOGIES, INC.
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CARBO CERAMICS INC. 
FIVE-YEAR STOCK PERFORMANCE
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CRR — CARBO Ceramics Inc. Common Stock
SPX — S&P 500 Index
PEER Group — S&P SmallCap 600, Oil & Gas Equipment & Services

Sub-Industry Group

Source: STANDARD & POOR’s
Data reflects the total return including reinvestment of dividends.



Financial Highlights

(In thousands, except per share amounts)
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Years Ended December 31, 2004 2003 2002 2001 2000

Summary Statement of Income Data

Revenues $ 223,054 $ 169,936 $ 126,308 $ 137,226 $ 93,324

Gross profit 93,353 67,620 47,555 54,307 31,994

Operating profit 65,398 47,014 30,680 39,575 23,157

Income before income taxes 66,222 47,087 31,243 40,681 23,425

Net income 41,673 29,569 19,714 26,198 14,830

Diluted earnings per share $      2.60 $       1.88 $       1.28 $ 1.74 $     1.00

Average shares outstanding - diluted 16,043 15,689 15,375 15,042 14,826

Summary Balance Sheet Data

Current assets $   146,282 $   92,709 $   64,867 $ 76,502 $  47,415

Total assets 297,517 235,124 199,610 159,029 125,422

Current liabilities 29,192 16,432 17,940 11,127 9,415

Shareholders’ equity 244,367 200,139 168,585 136,942 106,140

Other Data

Depreciation and amortization $   12,177 $    10,393 $     7,815 $    6,776 $   6,767

Capital expenditures 21,950 21,975 27,356 11,296 1,603

 



A YEAR TO REMEMBER

For CARBO Ceramics, 2004 was an outstanding year.

Not only did we commemorate our twenty-fifth year in

operation, but we also celebrated the highest levels of

performance yet attained by this company and its

dedicated, skilled team of people.

A PROVEN STRATEGY, WITH RECORD RESULTS

In 2004, CARBO achieved new records in terms of

product volume sold, revenue, and net income.  These

new levels of performance were attained by following

the proven approach that has given CARBO a

consistent track record of profitable growth.

In last year’s Annual Report, we described a plan to

continue the pursuit of our strategy of expanding our

manufacturing base, growing global distribution,

developing new products, and building our business

across North America and throughout the world.

While the following pages will elaborate on our

achievements in each of those areas, this letter contains

a brief overview of the significant highlights of 2004.

New levels of sales and production

In 2004, our sales team sold an unprecedented 726

million pounds of proppant and industrial products, a

26 percent increase over the 578 million pounds sold in

2003.  Our manufacturing facilities supported their

efforts by producing a record 715 million pounds of

product.

International markets continue to increase in

importance as we grow globally.  International sales

accounted for 47 percent of revenue in 2004, with the

emerging Russian market playing a particularly

significant role.  To better serve these areas, during

2004, we established a sales office in Moscow and

opened a stocking location in the western Siberian 

town of Tyumen.

Record-setting financial performance

Revenue for 2004 was a record $223.1 million,

including $22.0 million from Pinnacle Technologies.

This represents an increase in total revenue of 31

percent compared to 2003.  Net income increased 41

percent from the previous year to $41.7 million 

while earnings per share were $2.60, up from 

$1.88 a year earlier.

In July, our Board of Directors voted to increase the

quarterly dividend paid to shareholders for the second

consecutive year.  The quarterly dividend increased by

20 percent, reflecting both the company’s strong

financial condition and the confidence of our Board in

the company’s ability to fund future growth

opportunities.

Expanding capacity

In June, we completed construction of a second

manufacturing line at our plant in Luoyang, China.  

By year end, this new production line was operating

near full capacity, serving both the domestic market in

China and the growing market in Russia. 

Pinnacle Technologies

Pinnacle Technologies continued to operate as the

world leader in fracture diagnostic and mapping

services.  Pinnacle’s innovative, proprietary technology

helps oil and natural gas producers increase well

productivity by optimizing the effectiveness of the

hydraulic fracturing process.  In 2004, Pinnacle’s

revenue grew 55 percent compared to the previous

year.

BUILDING FOR AN EVEN STRONGER FUTURE

Throughout 2004, our manufacturing facilities

operated at nearly 100 percent of capacity in order to

meet the growing demand for our products.  In order

to continue to grow our business, we must add new

production capacity.  In 2005, our focus will be on the

addition of manufacturing capability – on schedule and

within budget.

In 2004, our Board approved the construction of a

new manufacturing facility in Wilkinson County,

Georgia.  The groundbreaking for this facility took

place on October 11, and the plant is expected to be

operational by the end of 2005.  The new Georgia

facility will have annual production capacity of 250

million pounds, increasing CARBO’s total production

capacity by 33 percent to more than 1 billion pounds

per year.  We have continued to make progress in

evaluating the opportunity to add manufacturing

capacity in Russia and hope to move forward with a

project in 2005.  We will also add the marketing,

distribution, research, development, and administrative

resources necessary to support our long term growth.

Letter to Shareholders
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OUTLOOK FOR GROWTH

Given our capacity constraints, we will not see the

same level of sales growth in 2005 that we have

enjoyed in recent years.  However, we are optimistic

about the growing demand for our products and

expect to see more rapid growth once new

manufacturing capacity is in place. 

There are three primary factors that will fuel

CARBO’s future growth.

1. An increasing demand for oil and natural gas –

Given the projected increases in the global demand for

oil and gas, we expect strong drilling activity

worldwide. The Energy Information Administration

(EIA) projects that end-use sector energy consumption

in the U.S. will show higher growth for oil and

natural gas from now through the year 2025 than

occurred between 1980 and 2002.  Worldwide, EIA

projections show that, while oil will remain the

dominant energy fuel throughout the forecast period,

natural gas is projected to be the fastest growing

primary energy source, maintaining average growth

of 2.2 percent annually over the 2001-2025 period.

2. Increasing market share of ceramic proppant

versus sand – Our products create value for the

owners of oil and natural gas reserves.  Our technical

marketing program continues to effectively

demonstrate that, under a variety of well conditions,

ceramic proppants yield greater productivity than

sand-based proppants, helping oil and gas operators

increase production rates from wells and more fully

drain reservoirs.

3. Technological optimization – Pinnacle

Technologies is the undisputed leader in services and

software products that help producers electronically

“see” what is happening in their reservoirs; this is

invaluable both in optimally engineering hydraulic

fractures and in monitoring the ongoing flow of oil

and gas within the reservoirs.  With only two to three

percent of all hydraulic fractures currently being

mapped, we believe this valuable technology is

underutilized in a market that provides tremendous

opportunities for growth.

We are seeing strong positive trends continuing in

all three of these areas.  As our new production

capacity comes on line, we anticipate being able to

satisfy an increasing share of the escalating worldwide

demand, with the potential for invigorated sales

growth in 2006.

CREATING VALUE

A fundamental truth is that the products and

services of CARBO Ceramics create value.  Expressed

quite simply, our products and services make it

possible for our customers to increase production rates

from individual wells, and to do it cost-effectively, thus

maximizing their return on investment.  By

consistently meeting their needs with high quality

products, innovative business practices, and responsive

service, CARBO has been the world’s leading supplier

of ceramic proppant for more than two decades.

Building value for our customers, we have in turn

increased value for our shareholders.

We are proud to have been listed in Forbes list of 

“200 Best Small Companies,” for the third consecutive

year.  In 2004, CARBO ranked #22, up from #170 the

prior year.  

TEAM CARBO

CARBO’s success – past and future – is possible

because of outstanding teamwork within our company.

In a high-demand environment, it is essential that our

sales, manufacturing, and distribution operations work

closely together, with a single focus on serving our

customers.  Our commitment to enhance our

customers’ profitability by consistently providing high

quality, cost effective products and services can only be

achieved by having people performing at their peak.  

In conclusion, I’m proud of our performance in 2004,

and I’m confident in our plan and our people as we

look to the future.

Sincerely,

C. Mark Pearson

President and Chief Executive Officer

C. Mark Pearson
President and 
Chief Executive Officer

Mark Edmunds
Vice President, 
Operations

Chris Wright
President, Pinnacle
Technologies, and Vice President,
CARBO Ceramics

Paul Vitek
Senior Vice President and 
Chief Financial Officer
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THE USE OF CERAMIC
PROPPANT ALLOWS
OWNERS OF OIL 
AND NATURAL GAS
WELLS TO INCREASE
PRODUCTION RATES
AND MORE FULLY
DRAIN RESERVOIRS.

 



For CARBO Ceramics, the year 2004 can be summarized simply: the

world demanded, and we delivered.

The company established new records by any measure—from the

volume of product sold, produced, and delivered, to financial results

including revenue, net income, and dividends paid. Further, we took

strategic steps that provide the resources for continued growth in 

the future.

By achieving new levels of performance throughout our organization,

CARBO Ceramics strengthened its position as the world leader in the

ceramic proppant industry.

UNPRECEDENTED DEMAND, MAXIMIZED PRODUCTION

CARBO Ceramics is committed to enhancing the profitability of oil 

and gas companies by consistently providing the industry with high

quality, cost effective products and services. We believe that improving 

the performance of the fractures that connect oil and gas wells to their

surrounding reservoirs provides the industry with a significant

opportunity to increase production rates from individual wells and

improve ultimate recovery rates from reservoirs. The uniform size and

shape of our ceramic proppants, and their ability to withstand high

temperatures and pressures, often result in significant increases in

production rates when compared to less expensive sand and resin-coated

sand proppants. In addition, the unique products and services of Pinnacle

Technologies help oil and gas companies understand the effectiveness of

their fracturing programs to both improve individual fracture job design

and optimize well placement and reservoir development.

An increasing worldwide demand for oil and natural gas 

The key factors that led to record demand for CARBO products and

services in 2004 were continued demand for oil and gas worldwide and

increasing difficulty in finding and producing natural gas in the U.S. As

we look to the future, these trends are projected to continue. 

The Energy Information Administration (EIA) analyzes and forecasts

both U.S. and worldwide energy supply, demand, and prices. In the 

U.S., the primary use of our products is in the hydraulic fracturing of 

natural gas wells. The EIA Annual Energy Outlook 2004 projects that

end-use sector energy consumption in the U.S. will show higher 

growth for oil and natural gas from now through the year 2025 than

occurred between 1980 and 2002. Natural gas consumption is expected 

to increase in the residential, commercial, and industrial sectors as

environmental and economic pressures benefit natural gas at the 

expense of other fuel sources. 

"With operations running at full

capacity throughout 2004, CARBO’s

multi-functional teamwork and a

high level of communication were

more important than ever.  Within

our manufacturing plants, the level

of teamwork and the focus on

process data to drive output and

efficiency have never been stronger.

Daily production meetings play a

prominent role in bringing all the

key stakeholders at the plants

together to resolve any issues and

break down barriers to higher

performance."

Mark Edmunds

Vice President, Operations

BY ACHIEVING NEW LEVELS OF PERFORMANCE

THROUGHOUT OUR ORGANIZATION, CARBO

STRENGTHENED ITS POSITION AS THE WORLD

LEADER IN THE CERAMIC PROPPANT INDUSTRY.

New Levels of Performance
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"Early in 2004, we were presented

with ambitious production goals at

the McIntyre plant.  The

maintenance, engineering,

production and quality control

departments worked together to

develop ideas for process and

operating improvements.  As a

result, we exceeded our production

goals by more than 10 percent and

established a new annual

production record for the facility.  

I am proud to say that we

accomplished this safely."

Chris DiBiase

Plant Manager, McIntyre, Georgia

In addition, the EIA projects

that as current conventional

natural gas wells become

depleted, and as gas prices rise

and industry technology

improves, natural gas

production from

unconventional sources will

increase more rapidly than

conventional production. These

unconventional sources are generally deeper, tighter reservoirs that

require extensive hydraulic fracturing and are ideal applications for

ceramic proppants.

Internationally, we serve both oil and natural gas markets. The EIA’s

International Energy Outlook through 2025 projects increased worldwide

consumption of all primary energy sources. While oil is expected to

remain the dominant energy source throughout the forecast period,

natural gas is projected to be the fastest growing primary energy source

worldwide, maintaining average growth of 2.2 percent annually during

the period. Natural gas is expected to remain an important supply source

for new electric power generation in the forecast, given its efficiency

relative to other energy sources and the fact that it burns more cleanly

than either coal or oil, making it a more attractive choice for countries

committed to improving air quality.

Total world natural gas consumption is projected to rise from 90 trillion

cubic feet in 2001 to 151 trillion cubic feet in 2025.

Gaining market share through superior performance

While growing demand for oil and gas will generate increased demand

for all proppant, CARBO is not content to ride the waves of the energy

marketplace. We are continuing to actively educate the industry on the

value created through the use of our products and services in order to

increase our share of the overall proppant market.

Historically, sand-based proppants have been more widely used than

ceramic proppants. However, CARBO’s ceramic proppants are stronger,

more durable, and more uniform in size and shape than sand-based

products. Our technical marketing program demonstrates the superiority

and cost-effectiveness of ceramic proppants in a variety of applications. 

By using computer models to analyze the well depth, closure stress,

permeability, and other reservoir characteristics specific to any given 

well, we can forecast and compare the cost and performance of various

proppants (both ceramic and sand-based). The results of these analyses 

can show the potential increase in well productivity and return on

investment by utilizing ceramic proppants.

CARBO’S CERAMIC PROPPANTS ARE STRONGER,

MORE DURABLE, AND MORE UNIFORM IN SIZE

AND SHAPE THAN SAND-BASED PROPPANTS.

WORLD NATURAL GAS CONSUMPTION
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World Natural Gas Consumption, 2001-2025
Source: EIA/International Energy Outlook 2004.

World Primary Energy Consumption by Energy
Source, 1970-2025
Source: EIA/International Energy Outlook 2004.



OUR TECHNICAL
MARKETING TEAM
HAS IDENTIFIED
OPPORTUNITIES FOR
OUR CUSTOMERS 
TO MAXIMIZE 
THEIR RETURN ON
INVESTMENT
ACROSS A 
WIDE RANGE 
OF RESERVOIR
CONDITIONS.



SERVING MARKETS
WORLDWIDE, 
WE ARE FOCUSED 
ON MEETING THE
INCREASING
DEMANDS OF THE 
OIL AND NATURAL
GAS INDUSTRY.



"With unprecedented demand 

for our products, increasing

production capacity has become a

top priority.  As we build our

second plant in Georgia, CARBO

will draw upon the experience of

people who have done this before.

Bringing this new manufacturing

facility online successfully will be

a direct result of experienced and

effective teamwork."

Tim Stafford

Plant Manager, New Iberia,

Louisiana

To validate the economic benefits predicted by these computer models,

we have conducted field trials in strategic areas of drilling activity such

as the U.S. Rocky Mountains, East Texas, and Canada. The results clearly

demonstrate the increased productivity and improved economic return

that ceramic proppants provide in many reservoirs. 

We currently estimate the volume of sand-based proppants used by the

industry at four times that of ceramic proppants; we see this as the

primary growth opportunity for our products in the future.  We believe

many oil and gas reservoirs that currently utilize sand would benefit from

the use of ceramic proppant, and we will continue to leverage our

technical marketing program to demonstrate the superior performance of

CARBO proppants for our customers.

Working non-stop to satisfy our customers

Our manufacturing facilities operated at full capacity for most of 2004

and produced a record volume of product. We continued to invest

additional capital to grow our manufacturing capacity, adding a second

production line in China and adding incremental capacity in the U.S.  In

2005, we expect our plants to continue to operate at full capacity, looking

to improve upon last year’s impressive performance.

In spite of the need to produce at the record levels of output in 2004,

CARBO Ceramics’ team members continued to work efficiently and

without compromise regarding quality or safety. Throughout 2004, each

of our plants operated without a lost-time accident. 

All of CARBO’s manufacturing facilities continue to be ISO certified,

including our new China facility. Certification by the International

Organization for Standardization is a demonstration of our ongoing

commitment to quality processes.

BUILDING FOR THE FUTURE

Recognizing the need for additional manufacturing capability, in

January 2004, CARBO Ceramics’ Board of Directors approved the

construction of a new plant to be located in Wilkinson County, Georgia.

This location will complement our existing facility in McIntyre, Georgia,

and will take advantage of the significant raw material deposits we have

acquired in this area.

The new plant is designed to have an initial capacity of 250 million

pounds per year, giving CARBO a total manufacturing capacity of over

one billion pounds annually upon its projected completion at the end of

this year. This strategic expansion is vital for satisfying increasing

demand across our product lines, specifically for our cost-effective,

lightweight CARBOECONOPROP ®.

CONSTRUCTION OF OUR NEW PLANT IS PROCEEDING ON

SCHEDULE AND ON BUDGET.  THE FACILITY IS DESIGNED TO

ACCOMMODATE FURTHER EXPANSION IN THE FUTURE.

DAYS WITHOUT A LOST-TIME ACCIDENT
as of December 31, 2004

China Eufaula New Iberia McIntyre
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1000
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CARBOECONOPROP ®is a registered trademark of CARBO Ceramics Inc.



"Logistic and supply issues in

international markets can be

complex.  A coordinated effort

between CARBO team members in

China and the U.S. helped achieve

record production levels and meet

the growing demand for our

products in Europe and Asia

during 2004."

Stan Tan 

China Business Development

Manager

Following an October 2004 groundbreaking, construction of the $62

million plant has proceeded on schedule and on budget. The new facility

has been designed for quick and capital-efficient expansion if future

demand warrants. 

EXPANDING INTERNATIONAL HORIZONS

International operations continue to play an increasing role in 

CARBO Ceramics’ success and future strategy. In 2004, sales outside of

the U.S. accounted for 47 percent of total revenues. We have established

regional operations to serve key markets and continue our growth 

around the globe.

In China, CARBO has demonstrated the ability to translate our

standards of customer service, manufacturing capability, and operational

quality into new environments. Our facility in Luoyang completed

construction of a second production line in June 2004. The new line was

operating at 95 percent of design capacity within months of completion.

The Luoyang facility provides the ability to address the significant long-

term opportunity in the domestic Chinese market, and it is also positioned

advantageously to export proppant into the burgeoning Russian market.

In January 2004, CARBO established a sales office in Moscow and, by

the end of the year, we opened a warehouse stocking location in Tyumen,

located in western Siberia.

Russia has increased its oil production in five years from six million

barrels per day to nine million barrels per day. Much of this increase can

be attributed to hydraulic fracturing stimulation and the implementation

of improved oilfield technologies including the use of ceramic proppants.

According to the EIA, in 2003 Russia became the world’s second 

largest producer of crude oil, behind only Saudi Arabia.  The Russian

government and outside observers suggest that production should

continue to grow. Continued expansion of Russian production 

and modernization of development practices will both drive increased

demand for ceramic proppants.  

CARBO is uniquely positioned to take advantage of these and other

international opportunities. Our competitive advantages include: 

• Our consistently high-quality products;

• Our technical marketing campaign that demonstrates to owners of oil   

and natural gas wells the increased economic benefits;

• Our attention to service and personal contact with customers; and

• Our global distribution resources to facilitate rapid response worldwide.

CARBO HAS DEMONSTRATED THE ABILITY TO TRANSLATE OUR

STANDARDS OF CUSTOMER SERVICE, MANUFACTURING CAPABILITY,

AND OPERATIONAL QUALITY INTO NEW ENVIRONMENTS.
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WE HAVE OPTIMIZED
THE EFFICIENCY OF
OUR DISTRIBUTION
SYSTEM BY USING
OUR RAIL FLEET TO
MOVE MORE
PRODUCT COST
EFFECTIVELY.

 



WE CONTINUE 
TO INVEST
ADDITIONAL 
CAPITAL TO 
GROW OUR
MANUFACTURING
CAPACITY.

 



UNMATCHED DISTRIBUTION

CARBO has the most extensive distribution network in the 

proppant industry.

Throughout North America, our largest market, we provide just-in-time

delivery, and we have increased the capacity and efficiency of our

distribution system by expanding our rail fleet to move products more

cost-effectively.  In our three largest U.S. markets, we added team

members in 2004 whose singular focus is to ensure customer satisfaction

from the point of the order through delivery at the well site.

We serve our customers worldwide through a distribution network that

includes 11 stocking and distribution facilities strategically located in the

U.S., Canada, Europe, Asia, Australia, and the Middle East. We have

effectively met the challenges of managing an intricate international

supply chain. Customers in locations around the globe count on us to

deliver worldwide every day.

Simply put, we get our products where they’re needed, when 

they’re needed.

CARBO HAS THE MOST EXPANSIVE GLOBAL MANUFACTURING AND

DISTRIBUTION CAPABILITY IN THE PROPPANT INDUSTRY.

"In 2004, flexibility was the key to

meeting customer needs.  Our sales,

manufacturing, and distribution

groups worked closely to supply

record amounts of products to the

market.  We exceeded our transfer

efficiency goals despite working

with shorter lead times between

production and sales, and we were

able to effectively shift resources

between regions as required to meet

surges in demand."

Rick Gibbs

Logistics and Customer Service

Manager

Rock Springs, Wyoming
Oklahoma City, Oklahoma

San Antonio, Texas
Denver, Colorado

Quito, Ecuador

McIntyre, Georgia
Eufaula, Alabama
New Iberia, Lousiana
Houston, Texas

IRVING, TEXAS

LEGEND

CORPORATE OFFICE - IRVING, TEXAS

MANUFACTURING FACILITY

PRODUCT STOCKING LOCATION

SALES OFFICE

Jebel Ali, U.A.E.

Adelaide, Australia

Singapore

Beijing, China
Tianjin, China
Luoyang, China

Rotterdam, Netherlands
Aberdeen, Scotland, U.K.

Moscow, Russia
Tyumen, Russia

Edmonton, Alberta
Grande Prairie, Alberta

19

 



PINNACLE TECHNOLOGIES: ADVANCED TOOLS TO OPTIMIZE PRODUCTION

Pinnacle Technologies is a key part of CARBO’s objective of creating

value for our customers and provides a perfect complement to our

proppant business.

There are several keys to minimizing development costs and

maximizing productivity from oil and gas reservoirs: first, proper

placement of wells within the field; second, optimized design and

placement of hydraulic fractures within each well; and third, maximized

hydrocarbon flowrate through the fractures.  Pinnacle’s industry-leading

fracture diagnostic technologies address the first two issues, while

CARBO’s versatile range of high-quality ceramic proppants addresses the

third.  Our team is uniquely positioned to enhance the economics of oil

and natural gas production worldwide.

The Barnett Shale in North Texas provides a notable example of the

impact Pinnacle’s technologies can have on natural gas production.  When

Pinnacle first worked in the Barnett Shale ten years ago, it was an

uneconomic, unconventional gas reservoir that didn’t even make the

USGS’s 1995 list of U.S. natural gas reserves.  However, Pinnacle’s novel

technologies and engineering helped lead a dramatic evolution in

production strategy which has made the Barnett Shale today the most

active natural gas play in North America and in the top five gas

producing fields.  Pinnacle has worked with over 30 operators in the

Barnett, including 8 of the top 10 players, first to pioneer drilling

economic vertical wells and now in helping operators extend the play

through novel horizontal drilling and completion practices.

Our success in the Barnett and elsewhere has not made Pinnacle

complacent.  We continue to aggressively enhance our existing

technologies and to develop new ones.  As we expand the limits of our

technologies, we continue to grow the potential market.  Last year, we

doubled our number of microseismic mapping units in the field.  We also

pushed ahead with several innovations that may soon help operators see

better where to place their wells, how to fracture stimulate their wells,

and, ultimately, to provide long-term monitoring of hydrocarbon flow.  In

2004, we added precision Global Positioning System (GPS) and satellite

radar reflection technologies (InSAR) to complement our tiltmeter and

microseismic reservoir monitoring technologies.

To date, Pinnacle has been the clear leader in far-field fracture mapping,

with a market share estimated greater than 75%.  Our business has

grown rapidly and our 2004 customer count has more than doubled from

what it was three years ago.  To date, the fracture mapping business has

PINNACLE IS THE CLEAR LEADER IN FAR-FIELD FRACTURE

MAPPING AND LONG-TERM RESERVOIR MONITORING SERVICES,

WITH MORE THAN 75 PERCENT MARKET SHARE WORLDWIDE.
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"We recruit the best talent in the

industry – people who are team

players and go-getters, who

understand our customers’ needs

and find innovative ways to meet

them.  Pinnacle is the only company

that provides fracture mapping,

consulting engineering, and

software for the stimulation

industry.  Paired with CARBO’s

quality ceramic proppants, it’s an

unmatched combination.  CARBO

not only has products and services

with tremendous potential for

growth, CARBO also has the

necessary vision and confidence to

make growth happen."

Chris Wright

President, Pinnacle Technologies

and Vice President, CARBO

Ceramics



PINNACLE’S 
STATE-OF-THE-ART
TOOLS AND
SOFTWARE ALLOW
ACCURATE ANALYSIS
OF THE HYDRAULIC
FRACTURING
PROCESS THAT
OCCURS 
THOUSANDS OF FEET
UNDERGROUND.  



"Teamwork has been a critical part

of our past success and will

continue to be an asset in driving

future growth. Having a single

mission is a vital part of ensuring

that team members are all moving

in the same direction toward a

common goal. As we continue to

expand, our ability to

communicate and coordinate best

practices on a global scale will

provide us with a competitive

advantage. We are committed to

maintaining an environment that

allows people to enjoy their work

and perform at their highest level."

Paul Vitek

Senior Vice President, Finance and

Administration

mostly been in North America.  We estimate that only two to three

percent of fractures worldwide are currently being mapped, leaving

tremendous room for growth.  In 2004, we mapped our first fractures in

China.  The next few years should see significant growth in our fracture

mapping and reservoir monitoring business, both in North America and

overseas.

Pinnacle’s fracture diagnostic technologies and engineering services are

complemented by FracproPT®, the industry’s most widely used fracture

stimulation software. FracproPT allows oil and gas producers and service

companies to employ sophisticated fracture growth models that have been

"calibrated" by direct measurements of fracture growth from Pinnacle’s

fracture mapping technologies.  This real-world calibration provides a

critical advantage over uncalibrated fracture models.  FracproPT is now

available in English, Spanish, Chinese, and Russian.

RESEARCH AND DEVELOPMENT

At CARBO Ceramics, we never lose sight of the need to look ahead. Our

research and product development group based in New Iberia, Louisiana,

focuses on developing innovative new products and differentiating our

existing products that demonstrate potential value. Our R&D engineers

work closely with our sales team to develop market-driven products that

address specific issues, in a manner consistent with our manufacturing

constraints and capabilities.

In 2004, we applied for a number of new patents, one of which was for

a unique process to identify proppant in cases where wells are

commingled, or where "flowback" of proppant is an issue. The ability to

cost-effectively identify issues and test solutions from these wells can

provide information to improve fracture design and generate cost savings

for the operator.  In 2005, we will continue to work to develop value-

creating products and services.

LOOKING FORWARD

Thanks to the valuable contributions of every member of the CARBO

team, our company achieved new levels of performance in 2004. While we

are proud of our success, we continue to encourage innovation and

improvement to ensure future growth.  Looking forward, our

outstanding people, our value-creating products and services, and our

focused operating plans will position CARBO for new levels of

performance in the future. 

THANKS TO THE VALUABLE CONTRIBUTION OF EVERY MEMBER OF

THE CARBO TEAM, OUR COMPANY ACHIEVED NEW LEVELS OF

PERFORMANCE IN 2004.
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Our mission remains to be a global market leader in developing, producing, and delivering 
ceramic media and technical services to the energy and industrial markets.

•  We enhance our customers’ profitability by consistently providing high-quality, cost-effective products and services.

•  We provide a safe working environment that encourages, supports, and recognizes the contribution of each
individual employee.

• We strive to generate a superior return to our shareholders through growth and continuous improvement.

At CARBO Ceramics, our core values sustain our mission to succeed.

•  We conduct our business with the highest ethical standards. We are truthful and honor our commitments and
responsibilities.

•  We foster a supportive environment by treating each other with mutual respect and understanding.

•  We set aggressive goals and strive to exceed them.

•  We value and celebrate a high level of individual achievement and team performance.

•  We encourage innovation and continuous improvement to ensure future growth.
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