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CARBO Ceramics Inc. is the world’s

leading producer of ceramic proppants – high-

strength, spherical pellets used to stimulate production in

natural gas and oil wells during the hydraulic fracturing process.

Using high-pressure hydraulic pumps, large volumes of these

proppants are pumped into a natural gas or oil well at a pressure sufficient to

create a fracture. When the pressure is removed, the proppants remain in the

fracture, creating a highly permeable pathway through which gas or oil can flow

more readily. The combination of superior strength, uniform shape, and consistent size

of CARBO products not only increases production rates, it also results in improved

economics for well operators. 

CARBO’s sphere of influence is evident in drilling operations around the world,

where our ceramic proppants make it possible for customers to accelerate and increase

production. Our influence is also growing in the industrial sector, where our products

are used to fortify and stabilize cast-metal parts and components, resulting in

higher fill and compaction cycle rates with less expended energy. In 2002, we

will initiate new projects, continue successful programs, and expand our

facilities to serve our customers more efficiently and reach even more

of the market. Our most influential selling point, however,

remains the superior quality of our proppants – the

strength and shape of every single sphere.
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About the cover:  Pictured is a single proppant, greatly magnified and merged with a globe to visually represent
how we are “Expanding Our Shpere of Influence” for the use of ceramic proppants.



(In thousands, except pershare amounts) 2000 1999 1998 1997 1996

Summary Statement of Income Data

Revenues $ 93,324 $ 69,738 $ 84,095 $  85,122 $ 65,151

Gross profit 35,561 28,020 42,430 42,936 30,634

Operating profit 23,157 16,259 32,453 34,021 22,508

Income before income taxes 23,425 15,971 33,427 35,025 22,683

Net income (pro forma in 1996) 14,830 10,512 20,708 22,089 14,290

Diluted earnings per share $ 1.00 $     0.71 $     1.40 $     1.50 $     0.97

(pro forma in 1996)

Average shares outstanding - diluted 14,826 14,712 14,771 14,771 14,673

Summary Balance Sheet Data

Current Assets $ 47,415 $ 23,809 $ 23,783 $ 46,861 $ 38,158

Total assets 125,422 106,980 99,427 80,954 60,405

Current Liabilities 9,415 7,457 8,638 7,616 5,204

Shareholders’ Equity 106,140 93,400 87,269 70,942 53,234

Other Data

Depreciation $ 6,767 $   4,632 $   2,154 $   1,953 $   1,901

EBITDA 30,230 20,900 35,581 37,033 25,986

Capital Expenditures 1,603 14,027 41,837 13,799 3,010
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B I G  G A I N S  I N  2 0 0 1

A year ago, we told you that
despite a very successful 2000, 
we would demand more from our
business in 2001. We delivered. 
For the second consecutive year we
grew sales volume by more than 
30 percent, and set new company
records in net income and revenue.
Net income for 2001 was 26.2 million
– a 90 percent increase from the
previous year, leading to record
revenues of $137.2 million – a 
47 percent increase from 2000.

Driven by strong natural gas prices
through most of the year, the U.S.
natural gas rig count averaged a
record 939 rigs, a 30 percent increase
from 2000’s average. Our
performance outpaced overall market
growth, with U.S. sales volume
increasing by 49 percent for the year.
We achieved similar results in
Canada, where we generated a 46
percent increase in sales volume on
an average rig count that remained
unchanged from 2000 to 2001.  
We attribute our success in North
America to our expanded, education-
based marketing program.  Using
improved computer modeling
supported by field trials, we have
been able to demonstrate the
economic advantages of using
ceramic proppants to producers of oil
and gas. 

Internationally, sales volume was
down 18 percent – a decline we
attribute partially to increased
competition in these markets, and
partially to our decision to focus on
North America during the first three
quarters of the year when product
was in tight supply.  International

markets hold great promise for
CARBO Ceramics in the future, as
more regions of the world begin to
recognize the benefits of hydraulic
fracturing and increase their emphasis
on developing natural gas reserves.

C O N S T R U C T I O N

C O N T I N U E S

Construction and expansion
projects were high priorities for us in
2001. In September, we broke ground
in Luoyang, China, on our first
manufacturing plant outside North
America. This facility will be a key
operating asset that will enable us to
take advantage of future international
growth opportunities. The facility will
serve markets in Asia and Eastern
Europe and is expected to be
complete and operational in the
fourth quarter of 2002. 

In 2001, we also opened our second
distribution facility in western
Canada to help meet the growing
demand for our products in that
region. The addition of this new
facility, located in Grande Prairie,
Alberta, ensures that we can quickly
and efficiently deliver our product to
this increasingly important market.
Additionally, we increased storage
capacity at our distribution facility in
the Rocky Mountains, and completed
engineering for expansion at both our
New Iberia, Louisiana, and McIntyre,
Georgia, manufacturing facilities. 

O U R  S T R A T E G Y  F O R  

L O N G - T E R M  S U C C E S S

In recent months, North American
natural gas prices and natural gas
drilling activity have fallen
considerably. At year’s end, the U.S.

natural gas rig count was down nearly
30 percent from the peak reached in
July 2001. Despite a strengthening
international market, we anticipate a
decline in worldwide demand for our
products in 2002 due to high natural
gas inventories and sluggish
consumer demand in North America.
It’s important to note, however, that
short-term peaks and valleys are to be
expected in cyclical industries such as
ours. Our primary concern will
continue to be the long-term outlook
for our industry and our business. As
we demonstrated in the last market
downturn, our focus on the future can
certainly work to our advantage.
Despite a downturn in energy markets
in 1999, we moved forward with the
construction and startup of our
McIntyre, Georgia, production
facility.  That commitment paid off in
2000 and 2001 as our expanded
production capacity allowed us to
meet the record demand for our
products. 

In keeping with our belief that
long-term gains should not be
sacrificed for short-term benefit,
CARBO Ceramics will continue to
pursue manufacturing expansion, with
new construction in the United States
and beyond. By building capacity
during down periods, we will be
positioned to reap the full benefits of
increased demand on the upswing.

E X P A N D I N G  O U R  

S P H E R E  O F  I N F L U E N C E

We believe that the demand for
natural gas will increase in the future.
According to the Energy Information
Administration, total natural gas
demand in the U.S. is expected to
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increase nearly 50 percent over
current usage by 2020.  However, 
a positive outlook for natural gas
demand is not the only reason we
believe CARBO is poised to grow.

Our sales volume hit record levels
last year, thanks in part to our
expanded technical marketing
program. We will continue to use this
program to broaden our sphere of
influence in 2002, using our
sophisticated computer modeling
software to educate the industry about
the economic advantages of ceramics
over other proppants.

In addition to our successful
marketing efforts, CARBO is literally
breaking new ground internationally.
Once our China facility comes on line
in late 2002, we’ll be well equipped
to serve the developing Asian and
Eastern European markets.

We also plan to increase our efforts
in the R&D arena – with new
facilities and team members
dedicated solely to supporting our
commitment to innovation and
ingenuity. If we plan to maintain our
position as the world’s leading
producer of ceramic proppants, we
must focus on developing the
products and processes that will set us
apart from our competitors.

B U I L D I N G  O N  A

L E G A C Y

When Jesse P. Orsini retired as
President and CEO in April 2001, it
became our job to determine how
best to build upon the company’s
long history of steady growth and
solid performance. 

First and foremost, we plan to stay

the course with construction and
expansion projects. This is a company
driven by its vision and dedication to
growth over the long term, not by the
whims of a cyclical market. It is our
intention to continue to add
production and distribution capacity
to support our growth strategy in the
oil field and industrial markets. By
persevering with our plans for
progress even during lean years, I’m
confident that CARBO will continue
to strengthen its momentum in the
marketplace.

Second, we’ve made a commitment
to increase our investment in research
and development. We expect this
added focus on R&D to lay the
groundwork for the next generation of
CARBO products.

Third, we plan to step up the
programs and products that are
proving to be profitable for us, such
as our technical marketing program
and our industrial product initiatives.
We already have a history of success
with these programs, so we believe
that dedicating additional resources in
these areas will accelerate our results.

No matter what 2002 may have in
store for our industry and the
economy, CARBO will remain
committed to strategic long-term
development as our sphere of
influence continues to grow – 
both within the industry and 
around the world.

Sincerely,

Mark Pearson
President and Chief Executive Officer
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President and 
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H E  S H A P E  

O F  T H I N G S  

T O  C O M E

2001 was a record year for

CARBO Ceramics. Driven

by high natural gas prices

and active natural gas

drilling in North America,

we established new

records for sales volume,

revenue, production, and

net income. With a 47

percent increase in

revenues and a 90

percent jump in net

income over 2000, our

growing influence in the

industry is clear.

Nevertheless, 

there’s still much more of

the market to be won.

Each year, our sphere of

influence continues to

expand. In 2001, we broke

ground on our first overseas

production facility, which will

put us in position to establish an

early presence in the developing

Asian and Eastern European markets.

We announced plans to assemble a

research and development team,

marking a new era of innovation and

invention. CARBO also continued to

reap the rewards of our education-

based technical marketing program,

which has proven to be our most

effective sales vehicle. 

Over the short term, it’s true that

analysts predict a lean year ahead.

Natural gas prices have fallen, rig

counts are down, and the U.S.

economy has tipped into recession.

By focusing our marketing efforts on

customers who currently use sand or

resin-coated sand, however, we

believe we can hold our sales figures

at a steady level, even during industry

downturns. In any economic

atmosphere, the uniform shape and

superior strength of ceramic

proppants make CARBO a wise

choice for the operators of deep and

shallow wells alike.

Domestic natural gas

demand is expected

to grow at an

average annual rate

of 2 percent,

reaching 33.8 trillion

cubic feet by 2020.
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We provide just-in-time delivery to our customers’ wellsites from

storage and distribution facilities in all major North American markets.

Shown is one of our dedicated haulers in the South Texas Hill Country.
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S E L L I N G  T H E  B E N E F I T S

O F  C E R A M I C S

It’s a fact that CARBO is the

leading player in the ceramic

proppant market. CARBO proppants

provide the optimal strength, size, and

uniformity to maximize gas or oil

flow during the hydraulic fracturing

process, making it possible for

companies to boost production

quickly and efficiently. When prices

and demand are at their peak, our

products enable natural gas and oil-

drilling companies to reap added

financial benefits by stimulating

increased production. Even when

demand is low, however, CARBO

proppants enhance our customers’

profitability by providing a cost-

effective, higher-yield alternative to

other proppants. 

Because many in the industry

don’t yet understand the dramatic

difference that ceramic

proppants can make in their

production levels and profit

margins, ceramics account

for only a fraction of the

total market. Rather than

aiming to increase our

share of a limited

ceramics market, we

intend to expand our

market opportunities

by growing the

ceramics category as a

whole.

We believe that our

most promising method

for stimulating market

growth begins with

education-based

marketing – selling

potential customers on the

benefits of ceramics over

alternative proppants. Our

strategy is to continue to

deliver these important

messages directly to those who

own and operate wells, using

advanced modeling software to

demonstrate the projected production

increases they can expect with

CARBO products versus sand.Natural gas well site near 
Pinedale, Wyoming.
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Recent field trials in the Green River Basin area of Wyoming have shown

that the strength, uniform size and shape of our ceramic proppants have

helped produce dramatic increases in productivity from natural gas wells.





Each of our products is specifically

engineered to fill a targeted need –

from high-strength proppants with the

capacity to stand up to severe well

conditions, to lightweight proppants

that make it affordable and practical to

use ceramics in shallower wells.

CARBOHSP™ 2000 and

CARBOProp® are specially engineered

to stand up to the stress of very deep

wells, far better than sand. These two

products are invaluable in helping users

realize improved production and return

on investment.

Operators have also experienced

considerable success with

CARBOLite® and

CARBOEconoprop®, lightweight

ceramic proppants that are specifically

designed to make ceramics a more cost-

effective option. The consistent size

and shape of these products results in

increased production in wells where

strength isn’t the top concern.

I N C R E A S I N G  C A P A C I T Y  

I N  N O R T H  A M E R I C A

Despite the economic slowdown

of 2001, our biggest challenge

was having enough product

to meet demand, and

being able to get it to

market efficiently

and affordably. By taking advantage of

low construction costs and moving

forward with construction and

expansion projects in the coming year,

we expect to turn the sluggish economy

in our favor.

One important project for 2002

involves optimizing the throughput for

two production lines in our newest

plant in McIntyre, Georgia.

With the

completion

of this

project, we anticipate adding up to 50

million pounds of capacity at this three-

year-old facility. We’re also preparing

to add a third kiln at our original plant

in New Iberia, Louisiana, which we

expect to increase manufacturing

capacity by as much as 30 million

pounds.

Increased natural gas drilling in

western Canada has put our products in

high demand in this region. With the

opening of our second Canadian

distribution facility in 2001, we are in

an even better position to provide

responsive service and delivery to this

market. We are currently in the process

of expanding our stocking capacity in

Rock Springs,

World Natural Gas Reserves

Total: 145.18 trillion cubic meters

Middle East
34%

Africa 7%

Latin America &
Caribbean 5%

Asia
Pacific

7%

U.S. 4%

Europe 4%

Former
Soviet Union
39%
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Wyoming, to help the distribution and

delivery of our products in the Rocky

Mountain area.

These projects mark the beginning of

a long-term plan for growth and

expansion at CARBO Ceramics. 

We’ve signed a strategic agreement with

BE&K Inc. of Birmingham, Alabama,

which provides us with in-house access

to the engineering resources we need to

properly research potential construction

projects and pursue them most

efficiently. The agreement will also

enable us to avoid repeating the learning

curve with each new project. Once the

engineering team and construction crew

becomes familiar with our exacting

construction

requirements, we will

be able to move

forward rapidly while

assuring the quality of

our highly specialized

facilities.

B R E A K I N G

G R O U N D  I N  

T H E  A S I A N

M A R K E T

In 2001, we began construction on

our first overseas manufacturing plant in

Luoyang, China. This facility is

expected to be fully operational by late

2002, giving CARBO the opportunity to

build lucrative relationships with

potential customers in this large gas-

producing region. According to the

latest figures from the Energy

Information Administration, natural gas

now accounts for around 3

percent of energy

consumption in

China. But

with

Global natural gas

reserves have

doubled since 1980,

with estimates

growing especially

rapidly in the former

Soviet Union and in

developing markets

including the Asia

Pacific region.

New manufacturing plant in
Luogang, China.
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The natural gas market in China is rapidly expanding as

the infrastructure develops to transport gas to consumers.



the infrastructure now being

developed to transport gas to

consumers, usage there is expected to

more than triple by the year 2010.

That points to more exploration and

development, more drilling, and more

opportunities for CARBO.

With a working plant in China,

CARBO will no longer have to incur

the costs of overseas shipping, which

will enable us to compete with local

producers in the Asian-Pacific and

Eastern European markets – while

improving both customer service and

our own profitability. 

P R E M I U M  P R O D U C T S ,  

S U P E R I O R  S E R V I C E

Customer satisfaction is a top

priority at CARBO, and we know that

it takes both product quality and

dependable delivery to supply our

customers with the total package.

Our quality-assurance procedures

follow those outlined by the

American Petroleum Institute (API)

in its Recommended Practices for

Testing High-Strength Proppants

Used in Hydraulic Fracturing

Operations, and we pride ourselves

on exceeding API standards.  Every

half-hour, we test a composite

sample of our product for

permeability, apparent specific

gravity, crush resistance, and uniform

size.  If a composite sample falls

below recommended levels, the

batch is scrapped or reallocated. But

when a sample meets our stringent

guidelines for quality, the product

goes into a silo or onto a transport

vehicle. At this point, an

additional sample is

collected and tested as a

second quality-assurance

measure. Provided the

batch continues to

conform to our superior

standards, it then goes to

the customer, along with

a sample of the actual

product he or she is

receiving.

Quality-focused

distribution is another key

to customer satisfaction. Our

customers are paying for a premium

product, and they understandably

demand product purity. That’s why

CARBO uses dedicated equipment to

haul our proppants. This guards

against product contamination that

could compromise conductivity

during hydraulic fracturing and

negatively impact well production.

CARBO also has a broader

distribution network than any of our

competitors, which means CARBO

customers have fewer storage issues

and logistical problems to worry

about. We provide just-in-time

delivery – 24 hours a day, seven days

a week – directly to the well site

anywhere in North America. 

E N G I N E E R I N G  N E W

O P P O R T U N I T I E S

If CARBO is to continue to lead

the way in the ceramic media market,

we must keep learning, exploring,

and inventing to stay a step ahead of

industry developments and market

trends. We’re committed to building

on our legacy of quality and

innovation, and beginning in 2002,

we’re backing up that commitment

with increased funds and resources

earmarked for employee enrichment,

new product development, and

industrial market initiatives.

Employee training and

development will be a key factor in

helping CARBO create a work

environment that is conducive to

Natural gas well-site near
Rock Springs, Wyoming
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innovation.  

By equipping our team

members with the skills and the

permission to think critically and

approach their jobs proactively,

CARBO will benefit from the

increased input of individuals at every

level of our organization. 

In addition to our plans to step up

employee training in 2002, we’ve also

assembled a designated research and

development team to lead the

company toward intelligent risk-

taking and strategic thinking. We

believe that this team will prove

invaluable as we explore new

10

Carbo Ceramics

proppants are

performance tested

constantly to ensure

consistent

performance in the

field.  Shown is

Jimmy Woods, 

QC Tech, in our

Eufala, Alabama lab.



opportunities for product

development – not only in the 

natural gas and oil industries, but in

specialized industrial markets, as

well. CARBO’s Accucast™ products

are already used as a high-strength,

high-stability substitute for sand in

the manufacture of cast metal parts

and components. Due to its low

thermal expansion coefficient,

Accucast enables foundry operators

to produce parts with fewer

expansion-related defects than

components made with sand. We’ve

been quietly successful in our

targeted industrial markets for a

number of years, but in 2002, we

project that these sales will grow to

represent an even greater share of

business for CARBO Ceramics.

F O C U S E D  O N  T H E

F U T U R E

By all accounts, 2002 will be a

trying year for the energy sector. 

But by staying on course with our

long-term plans for business growth,

CARBO will continue to expand its

sphere of influence in this dynamic

industry. We already have a 23-year

history of success. And if the past 

is any indication, the future holds

even more opportunities for 

CARBO Ceramics.
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ACCUCAST ceramic

media products are

strong and durable for

casting applications.

Shown is Claude

Krause, Manager of

Market Development,

with a styrofoam

model that serves as 

a mold for casting

engine blocks.
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