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investor relations

Shareholders, securities analysts, portfolio managers, or brokers 

seeking information about the Company are welcome to call Investor 

Relations at +1 281 933 3339.  If you prefer, you may send your 

requests to the Investor Relations’ email address: ir@i-o.com.  

Recent news releases, financial information, and SEC filings can be 

downloaded from the Company’s website at www.i-o.com. 

annual report on form 10-k

Input/Output’s Annual Report on Form 10-K for the fiscal year ended 

December 31, 2005, although furnished as an integral part of this 

Annual Report to Shareholders, is also available upon request 

without charge from:

Input/Output, Inc.

Attn: Investor Relations

12300 Parc Crest Drive

Stafford, Texas 77477

annual meeting

The Annual Meeting of Shareholders of Input/Output, Inc., will be 

held at the offices of GX Technology, located at 2101 City West 

Boulevard, Building III, Suite 900, Houston, Texas, on May 17, 2006, 

at 10:30a.m. CST.

stock transfer agent

Computershare Investor Service

2 North LaSalle St.

Chicago, Illinois 60602

+1 312 588 4991

independent auditors

Ernst & Young LLP

5 Houston Center

Suite 1200

1401 McKinney Street

Houston, Texas 77010

+1 713 750 1500

ceo & cfo certificates

The Company has included as Exhibit 31 to its Annual Report 

on Form 10-K for its fiscal year ended December 31, 2005, filed 

with the Securities and Exchange Commission, certificates of the 

Chief Executive Officer and Chief Financial Officer of the Company 

certifying the quality of the Company’s public disclosure, and the 

Company has submitted to the New York Stock Exchange a certificate 

of the Chief Executive Officer of the Company certifying that he is 

not aware of any violation by the Company of the New York Stock 

Exchange corporate governance listing standards.

A copy of the Company’s Annual Report on Form 10-K filed with 

the Securities and Exchange Commission will be furnished 

without charge to any shareholder upon written request to 

the address above.

statement for purpose of 
forward-looking statements

The information included herein contains certain forward-looking 

statements within the meaning of Section 27A of the Securities Act 

of 1933 and Section 21E of the Securities Exchange Act of 1934.  

These forward-looking statements include statements concerning 

expected future financial positions, segment sales, results of 

operations, cash flows, funds from operations, financing plans, gross 

margins, business strategy, budgets, projected costs and expenses, 

capital expenditures, competitive position, product offerings, 

technology developments, access to capital and growth opportunities, 

future sales and market growth, and other statements that are not 

of historical fact.  Actual results may vary materially from those 

described in these forward-looking statements.  All forward-looking 

statements reflect numerous assumptions and involve a number of 

risks and uncertainties.  These risks and uncertainties include the 

timing and development of the Company’s products and services 

and market acceptance of the Company’s new and revised product 

offerings; risks associated with competitor’s product offerings and 

pricing pressures resulting therefrom; the relatively small number 

of customers that the Company currently relies upon; the fact that a 

significant portion of the Company’s revenues is derived from foreign 

sales; the Company’s ability to successfully manage the integration of 

its acquisitions into the Company’s operations; the risks that sources 

of capital may not prove adequate; the Company’s inability to produce 

products to preserve and increase market share; collection of 

receivables; and technological and marketplace changes affecting the 

Company’s product line.  Additional risk factors, which could affect 

actual results, are disclosed by the Company from time to time in its 

filings with the Securities and Exchange Commission, including its 

Annual Report on Form 10-K for the year ended December 31, 2005.

The information contained herein includes references to trademarks, 

service marks, and registered marks of Input/Output and our subsid-

iaries, as indicated.  Except where stated otherwise or unless the 

context otherwise requires, the terms “VectorSeis” and “DigiCOURSE” 

refer to our VectorSeis® and DigiCOURSE® registered marks, and the 

terms “DigiFIN,” “DigiRANGE II,” “FireFly,” “Orca,” “System Four,” and 

“Image-Driven” refer to our DigiFINTM, DigiRANGE IITM, FireFlyTM, OrcaTM, 

System FourTM, and Image-DrivenTM trademarks and service marks.$ millions
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During 2005, I/O made significant progress 

toward its vision — leading the global oil & gas industry into the 

next era of seismic imaging — Digital Full-wave.  The company 

improved the productivity of its existing VectorSeis®-based 

recording systems for land and seabed acquisition and, late in 

the year, announced its plans to commercialize the revolutionary 

FireFly™ imaging system for cableless land acquisition.  We 

continued to deliver images from previously acquired full-wave 

seismic programs and, based on customer feedback, believe 

the potential of full-wave imaging is becoming more widely 

appreciated throughout the industry.  In a period of heightened 

E&P activity, the adoption of full-wave seismic technologies 

continues to expand.

We are still in the early stages of delivering on the promise 

of full-wave and the potential of the company, but have 

assembled a comprehensive toolkit of advanced seismic tech-

nologies and services that we believe will be vital in helping 

our customers address their most pressing imaging and 

acquisition challenges in the years ahead.  These tools include 

software and services for designing customized 3-D and 4-D 

seismic surveys.  Digital sensors for advanced imaging on land 

and on the seabed.  Seismic acquisition platforms that provide 

step-change improvements in field operational efficiencies.  

Processing services that enhance the quality and resolution 

of the final seismic image.  Highly differentiated seismic data 

libraries.  And solutions that enable oil & gas companies and 

seismic acquisition contractors to better apply our portfolio of 

technologies at all stages of the petroleum reservoir lifecycle.

I/O enters 2006 poised to tackle the challenges and capture 

the opportunities from a new era in seismic imaging.  Our 

mission at I/O is clear — to give seismic a whole new image.  

The journey continues.

milestones

consolidated revenues

Returned to profitability for the 
first time since 2001

Increased revenues 51% to $363 million

Sold $49 million in VectorSeis-based 
systems – adoption of full-wave 
imaging continues to grow

Announced FireFly – revolutionary 
cableless land acquisition platform

Expanded international presence 
in emerging energy markets

Signed multi-year commercial 
agreement for VectorSeis Ocean

Developed new imaging algorithms 
for full-wave, data conditioning, 
and advanced depth processing



In last year’s letter, my team and I committed to strengthening our 

execution of the full-wave strategy we developed and shared with you 

in 2003.  Over the last twelve months, I believe we made signifi cant 

progress against this objective.  The company has made great strides 

in delivering the technologies and services our customers require and 

the fi nancial results that you, our shareholders, demand.

In 2005, consolidated revenues increased 51% to $363 million.  

VectorSeis bookings were $49 million, a 63% year-on-year growth rate 

compared to the $30 million booked in 2004.  I/O reported net income 

of $17.1 million, which returned the company to profi tability for the fi rst 

time since 2001.

The year 2005 was a vibrant period for the oil & gas industry, resulting 

in record profi ts for many players in the business.  I/O benefi ted from the 

high levels of activity.  I am pleased with the progress we made in all our 

businesses during the year.

Within our Land Imaging Systems Division (LISD), System Four™ 

sales were up 145% from 2004.  During the year, LISD penetrated key 

emerging markets, including India, Egypt, and Kazakhstan, and has now 

shipped more than 40 System Four recording platforms to 24 geophysical 

contractors worldwide.  VectorSeis sales associated with System Four 

deliveries were up 160% year-on-year to more than $20 million.

GX Technology (GXT) delivered solid fi nancial results from both our 

seismic data processing and data library businesses.  In data processing, 

GXT has signifi cantly improved processing backlogs, increased profi t 

margins, and expanded our international presence by opening advanced 

imaging centers in Venezuela, Nigeria, and Angola.  On the data library 

front, GXT has grown our BasinSpan data library, focusing especially 

on the continental margin of Africa where E&P interest and activity 

remain high.  Additionally, the group made signifi cant strides in bringing 

high-value imaging products to market, including critical algorithms for 

full-wave processing, data conditioning, and advanced depth imaging.  

shareholders
letter to our

Robert P. Peebler
President & CEO
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Overall, GXT made a considerable contribution to our bottom-line.  

The more time that passes since the acquisition, the more I become 

convinced that the strategic fi t is even better than we fi rst imagined.

Concept Systems (CSL) had a record year for revenues and a near-record 

year for operating income.  We continue to sustain our market-leading 

position in the marine navigation software and data integration segment.  

With the expected commercialization of Orca™ in early 2006, CSL should 

continue to extend our leadership in mission-critical streamer software.  

I also am pleased at the progress CSL has made in working closely with 

our hardware systems groups, and with GXT, in applying our software 

to address traditional seismic data- and workfl ow-related obstacles.  

By acting as the system software developer for our revolutionary FireFly 

land imaging platform, Concept Systems is now moving beyond their 

marine legacy and is poised to address a series of operational and data 

management issues that have plagued conventional land acquisition 

operations for decades.

Our Sensor group continues to maintain our position as the world’s 

leading geophone supplier.  The group is expanding its global footprint 

and investing in innovative manufacturing and supply chain approaches 

in order to remain advantaged in a market prone to ‘copy cat’ fi rms 

that choose to compete on price.  Sensor sets the quality standard 

in the geophone market, evidenced by its ISO 9001 certifi cation and 

Gold Standard designation by Lloyd’s for continuous process improve-

ment over the last decade.

Our Marine Imaging Systems Division (MISD) also performed well in 

2005, experiencing 27% revenue growth compared to 2004.  Much of 

this growth was driven by VectorSeis Ocean (VSO), our redeployable 

system for full-wave acquisition from the seabed.  During the year, we 

delivered three VSO cables to Reservoir Exploration Technology (RXT) of 

Norway and signed a multi-year agreement to deliver fi ve additional VSO 

systems through the end of 2007.  While I reported last year that our 

initial VSO system experienced some start-up diffi culties, I am pleased 

to report that those problems were solved and the productivity of RXT’s 

crew has improved signifi cantly.  Moreover, the full-wave images VSO 

has delivered are extremely impressive, helping our oil & gas company 

customers rethink the depositional history and exploration opportunities 

underlying the Gulf of Mexico shelf.  By continuing to work closely with 

RXT, we expect to participate in accelerating market growth for full-wave 

seabed imaging in the years ahead.

We continue to see ongoing adoption of full-wave technologies, both 

onshore and offshore.  I/O remains committed to leading the industry 

into the Digital Full-wave seismic era.  Our full-wave imaging experts 

have been working closely with oil & gas company technology groups and 

geophysics leaders to evangelize about the benefi ts of full-wave imaging.  

Over the past year, we have had more success case evidence to share in 

these discussions and have worked to design several fi eld pilots in which 

full-wave technologies were successfully showcased.  While we are still in 

the early stages of full-wave adoption, I expect that we will see additional 

full-wave acceptance and growth in VectorSeis-based recording platforms 

in the years ahead.  Our prospects are especially bright on land where 

the combination of VectorSeis and our recently announced cableless land 

imaging system – FireFly – promises to change the game.  You can read 

more about FireFly in the pages that follow, but it stands poised to deliver 

higher resolution images, at lower cost, and with reduced health, safety, 

and environmental (HSE) risk.

When we formulated our new corporate strategy in the summer of 2003, 

we realized we were in a weak position in our land systems business.  

We had lost market share since the 1990s and were still in the very early 

stages of introducing our System Four recording platform, then capable 

of recording only with VectorSeis full-wave sensors, into an industry that 

has been traditionally slow in adopting new technologies.  In response to 

this challenge, we made two signifi cant changes to our strategy in 2003.

The fi rst was to fund an engineering program that made System Four 

a hybrid platform, capable of recording seismic data not only with 

VectorSeis, but also with analog geophones that were the preference 

of the majority of our customers at the time.  Our fast-track engineering 

program delivered the hybrid System Four to the market in the summer of 

2004.  We just released our third update of System Four and expect that 

our customers will see reliability and productivity increase signifi cantly.  
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As a result, we should experience improved success in the mainstream 

land recording systems market and stand poised to recapture lost market 

share in the cable-based segment.

The second strategic move was to launch the FireFly project, an effort 

to develop a next-generation recording system that will change the game 

in how land surveys are designed, acquired, and processed.  FireFly 

removes the cables from land acquisition, enabling oil & gas companies 

to record higher density, full-wave data which improves subsurface image 

quality.  In addition, the absence of cables makes FireFly an inherently 

more productive and HSE-friendly solution for land imaging.

Over the last two years, it’s been frustrating to describe our land strategy 

without being able to refer to our plans for FireFly.  Now that we have 

announced FireFly to the market, it’s becoming much easier for our 

customers and investors to understand our vision for driving the adoption 

of full-wave imaging on land.  The initial customer reaction to FireFly 

suggests we are on the right path.  I believe the combination of our key 

hardware and software technologies, anchored in our full-wave approach, 

truly has the potential to revolutionize land seismic imaging around 

the globe.

While 2005 was a very solid year of progress for I/O, there were some 

areas where we could have done better.  Lower than planned gross 

margins for our recording systems and delays in several multi-client 

imaging programs detracted from what otherwise could have been a 

breakout year.

We have already acted to address these specifi c shortfalls and expect 

to see our results improve as 2006 unfolds.  We are working diligently 

to improve the reliability, and drive down the manufacturing costs, of our 

System Four land recording platform.  In addition, we have re-ignited 

several delayed multi-client programs and originated a series of new 

opportunities that bode well for the company in the years ahead.

During 2006, we will continue to extend our global reach, bringing 

I/O imaging solutions to our customers worldwide.  GXT will continue to 

expand our presence in both the advanced processing and multi-client 

data library segments, targeting oil & gas companies that have the most 

complex imaging challenges.  We also will continue to refi ne and execute 

our full-wave strategy, focusing on delivering value-adding, integrated 

solutions from across the company whenever possible.  Operationally, 

we will continue to strive for excellence in execution, concentrating on 

improving our profi tability even as our revenues grow.

The company is unifi ed by our full-wave vision and galvanized by the 

concept of working together to help our clients address their toughest 

seismic acquisition and imaging challenges.  I look forward to updating 

you on our successes throughout the year.  

Thank you for your continued support and interest in I/O.

Robert P. Peebler
President & CEO
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desperate age
of exploration

In our 2003 Annual Report, 

we highlighted several looming 

supply-demand pressures that 

we thought could impact our 

industry for years to come.  

On the supply side, these 

pressures included smaller 

discoveries and increasing 

finding and development 

costs.  On the demand side, 

we highlighted growing 

consumption in China and 

India for transportation.  

While we acknowledged 

these basic trends, we had 

little insight into how quickly 

their effects would be felt.
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In the short span of two years, crude 

oil prices have doubled to more than 

$60 per barrel.  In the United States, 

gas prices on the NYMEX exceeded 

$15 per MMBTU during our most recent 

winter.  These higher commodity prices 

have sparked a fl urry of exploration and 

production (E&P) activity.  Flush with 

cash, the oil & gas companies have begun to spend more and increase 

their capital expenditure budgets for the coming year.  Utilization has 

increased across the oil fi eld services and equipment (OFSE) sector for 

everything from drilling rigs to seismic vessels which, in many cases, has 

allowed the providers to increase their pricing levels and begin a cycle of 

equipment upgrades and refurbishment.

With commodity prices at these lofty levels, prognosticators have begun 

to opine on where they will go from here.  As with most forecasts, there 

is no consensus.  Some predict that the pressures will intensify, driving 

oil prices to over $100 per barrel.  Others see more crude oil supply from 

new fi elds and a reduction in the risk premium implied in the futures 

price, which they believe could drive prices down to $30 per barrel.  

While we are not in the business of forecasting commodity prices, in 

nearly every scenario we have looked at, hydrocarbon prices should 

remain high enough to sustain robust levels of E&P activity and invest-

ment.  As one of the leading providers of technology and services used 

in hydrocarbon exploration, development, and production, I/O stands 

poised to benefi t.

Conversations we have had with our oil & gas company customers give 

us further reason to be optimistic about the future.  In nearly all of our 

discussions, oil & gas company executives note several challenges that 

they must continually address:

Accessing the resource base

Sustaining the prospect pipeline

Battling upward cost pressures

Overcoming human resource constraints

Each of these challenges is formidable on its own.  Collectively, they 

create an environment that one of our Board members has termed, 

‘The Desperate Age of Exploration.’  I/O is well positioned to develop 

and deliver the solutions our customers need to effectively compete 

in this Desperate Age.

Government-controlled Lands

Spot and Long-dated Oil Prices in 
the Futures Market
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Accessing the Resource Base 

The oil & gas companies are increasingly 

challenged to access potential hydrocarbon-

containing acreage both in North America 

and internationally.  In North America, the primary access 

challenge relates to environmental concerns.  With respect to seismic 

operations, the E&P companies face a lengthy permitting process which 

can extend over a year or more, especially onshore.  Since the majority 

of the remaining reserve base in the U.S. is located on government lands, 

stewarded by agencies such as the Bureau of Land Management (BLM), 

E&P operators increasingly require environmentally friendly seismic 

solutions.  I/O sees a path for competitive differentiation, growth, and 

value creation if we can deliver seismic acquisition solutions that 

minimize environmental disruption without compromising image 

quality or productivity.

Internationally, a signifi cant portion of the resource base is controlled 

by host governments and closely affi liated national oil companies (NOCs).  

Over the last couple of decades, these sovereign entities have increased 

the pressure on the E&P operators to compete against one another for 

resource access.  While the fi scal terms offered by the E&P fi rms are a 

signifi cant basis of their differentiation, so too is their technology toolkit.  

If the oil & gas companies have access to the latest seismic imaging hard-

ware, software, and processing services through close affi liation with I/O, 

they stand a better chance of securing resource access by demonstrating 

their advantages in identifying, developing, and producing hydrocarbons.

Sustaining the Prospect Pipeline

Oil & gas resources are becoming increas-

ingly diffi cult to fi nd.  The ‘easy reservoirs’ 

have generally been identifi ed.  Those 

that remain undiscovered are smaller, 

more subtle, or deeper in the geologic 

column.  This is putting pressure on the 

E&P companies to employ new explora-

tion technologies and methods.  It also is 

causing them to revisit known producing 

fi elds and identify new technologies that help them to better understand 

and manage the dynamics of hydrocarbon reservoirs.

Our focus on developing the next generation of seismic imaging tech-

nologies, including those based on full-wave, provides an important 

differentiator between I/O and our competitors and delivers a valuable 

toolkit for our customers.  Products like VectorSeis – our digital, full-wave 

sensor – and FireFly – our recently announced, cableless land acquisition 

platform – enable E&P companies to record broadband seismic data with 

improved spatial sampling.  This translates into higher resolution images 

of the subsurface and a better chance of their fi nding oil & gas.

We also are seeing a return to basin-level geologic assessments among 

the oil & gas companies.  Many of the supermajors have formed or 

re-built their regional teams with the goal of understanding the entire 

petroleum system, from source rock through migration pathway to the 

reservoir.  Our BasinSpan data libraries, which integrate ultra-deep 

geophysical data with regional geology, align exceptionally well with our 

customers’ desire to better understand the comprehensive petroleum 

systems in which they operate and to identify the next wave of play types 

and exploration prospects.

Battling Upward Cost Pressures

As utilization has increased throughout the E&P sector, most OFSE 

companies have raised their prices.  In some service-oriented sectors, 

prices have gone up by 30% or more over the last year.  From the oil 

& gas company perspective, price increases translate into higher costs 

for fi nding, developing, and producing hydrocarbons.  Even though 

the oil & gas company capital budgets have increased in recent years, 

the cost pressures from the OFSE sector have eroded the yield of new 

E&P investments.
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At I/O, we’re focused on delivering ‘more for less.’  By this we mean 

providing an improved seismic image at lower cost.  We believe that, if 

we can signifi cantly reduce the costs associated with acquiring seismic 

data, while at the same time deliver a higher quality seismic image, we 

can unlock substantial value for our customers.  Even in a period of 

high commodity prices and signifi cant cash fl ow generation among the 

E&P fi rms, we believe our ability to improve the effectiveness of seismic 

investments will be a foundation for competitive differentiation and value 

creation for our customers and shareholders.

Overcoming Human Resource Constraints

For a decade or more, numerous companies 

and industry thought-leaders have warned of 

the coming ‘crew change’ in the E&P industry, at 

least among the incumbent Western E&P and OFSE 

companies.  With the median age of the geosciences’ 

community approaching 50 years and a thin bench 

of younger talent, oil & gas executives are looking for 

productivity-enhancing solutions from the OFSE sector.  

In the current environment of high commodity prices 

and increased activity levels, the human resource 

constraints have grown even more acute.  Additionally, within the 

constraints of current technology and work practices, there simply aren’t 

enough experienced professionals within the oil & gas industry to identify 

and evaluate the global portfolio of E&P prospects.

I/O can help our customers overcome this challenge in several ways.  

First, if we can develop seismic imaging solutions that allow both E&P 

fi rms and seismic acquisition contractors to design surveys and acquire, 

process, and analyze the data with fewer people, and in a more timely 

way, we can help to overcome some of the human resource pressures.  

Second, we should see sustained or growing demand for our value-

added services, including survey design, 4-D program optimization, and 

advanced seismic data processing and imaging.  Lastly, we’re increasingly 

fi nding ourselves with an opportunity to take on a front-end consultancy 

role with the oil & gas companies.  The E&P fi rms are coming to us early 

in a seismic program to help them think through the optimal end-to-end 

solution for their most complex imaging challenges, including survey 

design, technology selection, oversight of the fi eld acquisition, data 

processing, and fi nal image rendering.

Against this general backdrop of Desperate Age challenges and opportu-

nities, let’s look at some of the ways I/O is seeking to capitalize on them.
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image quality
improving seismic

I/O is laser-focused on leading 

the E&P industry into the next 

era of seismic, which we refer 

to as Digital Full-wave.  At the 

core of our full-wave vision is 

VectorSeis, the industry-leading 

3-C multicomponent sensor based 

on advanced MEMS (micro electro-

mechanical systems) technology.  

I/O’s vision for full-wave, however, 

is about more than just the sensor.  

Our vision also includes how 

surveys are designed, how data 

is acquired in the field, and how 

the data is processed.
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Channel Sands Recordings

P-wave
structure

P-wave
amplitude

S-wave
amplitude

Expanded the 
portfolio of full-wave 
recording systems

Extracted more 
useful measurements 
from VectorSeis

Introduced the next 
generation of advanced 
imaging algorithms

Extended the 
geographic reach of our 
Span data libraries

Enhanced the bandwidth 
and sampling density of 
seismic data

Broadband, Full-wave Data with the VectorSeis Portfolio 

In recent years, we have increased the number of acquisition platforms 

that can record seismic data with VectorSeis.  The original acquisition 

platform was a radio-based system for land recording.  In 2003, we 

introduced a cable-based land platform called System Four.  In 2004, 

we delivered our fi rst commercial platform for recording full-wave data 

in the marine environment with VectorSeis Ocean.  And in late 2005, 

we announced FireFly, our next-generation recording system that 

enables high station count land acquisition using VectorSeis without the 

constraints imposed by cables.  Collectively, these recording systems 

enable our customers to cost-effectively deploy VectorSeis technology 

in a wide variety of land and marine acquisition environments.

In addition, we have launched a number of initiatives within our advanced 

imaging subsidiary, GX Technology (GXT), to enhance the utility of the 

VectorSeis sensor.  One area of concentration involves developing robust 

and effi cient vector fi ltering algorithms.  Vector fi ltering is one of several 

tools that enable geophysicists to record seismic data with single-point 

sensors like VectorSeis, eliminate unwanted noise mathematically rather 

than mechanically with geophone arrays, and improve the frequency 

content of the seismic signal.  Single-point recording promises to improve 

the productivity of land acquisition operations while the enhanced 

frequency content increases the resolution of the seismic image.  Of 

equal importance is the fact that, after techniques like vector fi ltering are 

applied, the resulting seismic data can be processed using conventional 

P-wave imaging workfl ows that are available from a variety of third-party 

service providers.

GXT geophysicists are also working on developing cost-effective 

algorithms and workfl ows to process the shear wave (S-wave) data 

that VectorSeis records.  In many cases, the shear wave measurement 

helps our oil & gas company customers better understand the structure 

and stratigraphy of the subsurface, characterize lithology (rock type) 

and fracture patterns, and detect fl uid types and movements.

In 2005, we and our customers began to see the potential of our 

full-wave vision.  The channel sands data from western Canada, shown 

on the right, is an excellent example.  Over the last two winter acquisi-

tion seasons, our oil & gas company customer has recorded seismic data 

using VectorSeis and System Four to outline the channel sands reservoirs.  

By using VectorSeis, our client was able to enhance the P-wave data 

and obtain the images shown on the left and in the middle.  They also 

measured the shear wave data with VectorSeis and rendered the image 

shown on the right.  By comparing the P-wave and S-wave images, our 

client strengthened their understanding of the depositional history and 

continuity of the channel sand reservoirs.  As a result, they were able 

to better target new drilling locations and dramatically improved their 

exploration success rate in the region.

Improving Seismic 
Image Quality

2005 highlights
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The results are equally impressive in the marine 

environment.  On the right is an example of full-

wave data recorded in the Gulf of Mexico using 

VectorSeis Ocean (VSO), our redeployable seabed 

acquisition system.  GXT managed an acquisition 

program using VSO and processed the recorded 

data.  Since the VSO example was acquired in 

the vicinity of a streamer-based line from GXT’s 

GulfSpan data library, we have an excellent 

comparison between full-wave data from the 

seabed and P-wave only data acquired with towed 

streamers.  The full-wave data acquired using VSO 

shows better frequency content at both the high 

and low ends of the spectrum, which translates to 

improved seismic image resolution.  Interpreters are 

better able to map subsurface structures and faults, helping to improve 

drilling success rates and optimize the production rates of their wells.

Improved Spatial Sampling

One of the other mechanisms for improving seismic image quality 

is to increase the spatial sampling of the refl ected seismic energy.  

The method for doing this is to deploy more sensors and to reduce 

the spacing between them.  It’s analogous to increasing the pixel 

count on a digital camera or a high-defi nition TV.  

While the benefi ts of increased spatial sampling are 

widely acknowledged among geophysicists, there has 

been an equally acknowledged downside – increased 

acquisition cost.

With our toolkit of next-generation hardware tech-

nologies, I/O is poised to deliver the improved 

spatial sampling the industry requires.  Our FireFly 

land acquisition system, scheduled to be deployed 

in the fi eld later this year, is an excellent example.  

By reducing cable weight and the constraints cables 

impose, FireFly stands positioned to change the 

game in land seismic imaging.  Conventional cable-

based systems rely on gridded geometric layouts.  

Sensors are deployed along the cables in regular 

intervals, often at distances that are dictated by the 

confi guration constraints of the recording systems 

rather than the needs of geophysicists.  Placing the 

sensors and cables closer together simply isn’t feasible 

because of either hardware limitations or cost.

FireFly eliminates the cables that typically 

connect the sensors back to a central recorder.  

Instead, the system is based on a single-station 

architecture which means that each fi eld station 

unit is self-contained.  It has its own power supply, 

data storage system, and sensor.  Geophysicists 

can deploy as many FireFly units as they want, 

wherever they want.  FireFly affords a dramatic 

increase in spatial sampling.  Whereas conven-

tional cable-based systems might support 

3,000-5,000 station deployments (the typical 

recording density today), FireFly will enable 

cost-effective acquisition with 20,000 or more 

recording stations.  The impact on image quality 

will be substantial in many cases.

Below are what are known as ‘rose diagrams’ within the seismic 

industry.  These display, for a common mid-point in the subsurface, 

how many source-receiver pairs can be combined to generate a 

seismic image for that particular point.  The more source-receiver 

pairs there are, the better the resulting image.  It’s analogous to 

shining a fl ashlight at a tree on a moonless night.  With one or two 

fl ashlights, it’s diffi cult to make out that it’s even a tree.  With forty 

fl ashlights, you can tell it’s a tree, but the details of the 

branches might be fuzzy.  But with a thousand fl ash-

lights, the tree begins to be fully illuminated.  FireFly is 

going to let geophysicists see the subsurface with the 

equivalent of a ‘thousand fl ashlights,’ allowing them to 

better illuminate and characterize their reservoir targets.

Increased spatial sampling is equally important in 

the marine environment.  Our DigiCOURSE® group is 

developing and deploying a series of technologies that 

will allow seismic vessel operators to tow streamers 

closer together on the ocean’s surface with reduced 

risk of entanglement.  As the market leader in advanced 

streamer positioning and control systems, we have 

designed our acoustic positioning product (known 

as DigiRANGE II™), our compass birds, and our next-

generation streamer control system (known as DigiFIN™) 

to work seamlessly together so as to enable high density 

seismic recording offshore.
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Typical Pre-Stack
Depth Imaging

GXT’s Reverse Time Migration

Continued Development of Advanced Imaging Solutions

GX Technology continues to be recognized as one of the leading 

providers of advanced imaging technologies and services, both 

offshore and onshore.  In customer market research we have conducted, 

GXT is among the top three providers in high-value imaging areas such 

as data conditioning, velocity model building, depth migration, sub-salt 

imaging, and anisotropic processing.  While we are grateful for these 

acknowledgements, we’re not standing still.  We are continuing to 

make targeted investments in these areas and others to 

enhance our leadership position.  In addition, we continue 

to open up advanced imaging centers around the world 

in response to customer demand for our services.  During 

2005, we opened imaging centers in Angola, Nigeria, 

and Venezuela.

One of the more vexing imaging challenges involves 

a class of multiples, or unwanted seismic energy that 

reverberates between the subsurface refl ectors and 

ocean’s surface.  Multiples mask the underlying 

seismic signal and must be removed in order to properly 

image a target.  Although several of the leading seismic 

processing companies have been working on a variety of 

techniques to remove multiples, the focus area for most 

involves a class of algorithms and workfl ows known as 

3D-SRME (surface-related multiple elimination).  One of 

the supermajors recently held a ‘bake-off’ among a dozen 

seismic processing fi rms that had a professed capability in 

3D-SRME.  When the comparison was complete, GXT had 

fi nished in the top two.

In December 2005, GXT announced the latest imaging tool in its 

toolkit – reverse time migration (RTM).  RTM works by running the seismic 

wave equation forward in time for the source and backwards in time for 

the receiver.  RTM properly propagates the seismic wave fi elds through 

the most complex velocity regimes, including sub-salt, and can accurately 

image structures having dips in excess of 70 degrees.

Although RTM is not a new concept, its application has been limited due 

to lack of computational power needed to run the RTM algorithms cost 

effectively and in a timely manner.  GXT has enhanced the RTM approach 

to improve its effi ciency and has begun to apply the technique on several 

commercial projects in the Gulf of Mexico.  As noted in the example 

above, the improvements to image quality can be signifi cant.  The 

application of GXT’s RTM technique demonstrates the uplift in image 

quality of the sub-salt sediments, as well as the salt boundary.

Improved Understanding of the Petroleum System

Oil & gas companies are increasingly returning to the concept that 

exploration is about more than seeing an exciting ‘bright spot’ on seismic 

data; rather, progressive E&P fi rms believe that true exploration success 

comes from being able to integrate their potential drilling prospects into 

the comprehensive context of the entire petroleum systems in which they 

are located.

Anticipating the emergence of this trend towards improved petroleum 

system understanding, GXT launched their 

geologically-inspired BasinSpan program in 2002.  

GXT Spans are basin-wide, ultra-deep seismic data 

libraries that are acquired and imaged using the 

most advanced geological and geophysical technology 

available.  Spans are custom designed to provide 

critical insight into the geologic evolution, deep basin 

architecture, and depositional and structural history 

of a petroleum system.  The resulting data provides 

oil & gas companies with new information, insights, 

and prospect generation opportunities for under-

explored or unexplored basins.  By using Spans, 

oil & gas company geophysicists are able to quantify 

and manage risk factors associated with exploration 

and identify more drillable prospects.

In the Gulf of Mexico, GXT used the VectorSeis 

Ocean system during a program to extend its GulfSpan 

data library.  Discernable seismic refl ections can 

be observed nearly 70,000 feet below the surface.  

This ultra-deep view has already infl uenced conventional interpretations 

of the regional geology and could well generate a new wave of exploration 

in the area.

Unlike conventional multi-client ‘speculative’ (spec) data libraries, all 

Span programs are custom designed by the underwriting oil & gas 

companies, regional experts, and GXT to ensure that the most important 

imaging objectives are met.  Each line section is jointly selected to overlay 

with areas of structural or stratigraphic interest.  Once the program’s 

objectives have been agreed upon, GXT manages the project and ensures 

the best survey design, acquisition, and processing techniques and 

technologies are applied in order to deliver value-added, fi t-for-purpose 

results.  We believe this Image-Driven™ approach differentiates our Span 

data libraries in the market place.

The original Span – GulfSpan, in the Gulf of Mexico – has now been joined 

by Spans offshore Nova Scotia, West Africa, Trinidad, and Colombia.  

Looking ahead, GXT sees an opportunity to expand its Span offerings 

to additional offshore petroleum basins, to acquire full-wave marine data 

from the seabed using VectorSeis Ocean, and to deliver Spans in onshore 

environments throughout the world.
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productivity-
enhancing
recording systems

While delivering an 

improved image is a very 

significant component of 

I/O’s overall strategy, it is 

only part of the vision.  

To be successful in the global 

hunt for hydrocarbons, our 

customers need to be able 

to obtain improved images 

efficiently and with minimal 

risk to health, safety, and 

the environment (HSE).  

To fulfill I/O’s ‘more for less’ 

seismic vision, more image 

quality needs to be delivered 

simultaneously with less 

cost and less HSE risk.

developing

12



Improved the reliability 
of VectorSeis Ocean

Announced FireFly, 
our revolutionary land 
recording platform

Field-tested Orca 
software for streamer 
data management

Launched development 
of a software operating 
system for FireFly

Battle-hardening VectorSeis Ocean

VectorSeis Ocean (VSO) is an excellent example of a productivity-

enhancing recording system.  When VSO was conceived in 2002, the 

E&P industry needed an ocean-bottom cable (OBC) system capable 

of delivering step-change improvements in both image quality and 

operational productivity in the Gulf of Mexico (GoM).  At the time, 

conventional OBC technologies appeared insuffi cient to address major 

imaging challenges in the area, such as complex, steeply-dipping, 

sub-salt structures.  In keeping with our tradition of innovating to satisfy 

customer needs, I/O developed VSO to effi ciently acquire full-wave data 

on the seabed.  The VSO concept moved quickly from the development 

laboratories to the fi eld.  By mid-2004, the fi rst VSO system was deployed 

on behalf of a supermajor that was planning an aggressive exploration 

and development drilling program in the GoM.

As noted in last year’s annual report, the initial VSO system suffered 

from a few start-up diffi culties.  We dedicated our best and brightest 

engineering resources to resolve the operational challenges and, within 

12 months of the initial deployment, VSO crew productivity was exceeding 

that of traditional OBC systems.  More importantly, oil & gas company 

customers were obtaining high resolution images of the subsurface in 

areas where data acquisition was traditionally diffi cult.  Based on its 

demonstrated success, the seismic acquisition contractor that purchased 

the initial VSO system – Reservoir Exploration Technology (RXT) of 

Norway – was able to secure additional capital commitments from its 

investors to purchase up to fi ve additional VSO systems over the next 

several years.

FireFly Changes the Game in Land Imaging

Onshore, we anticipate that our revolutionary FireFly acquisition 

system will follow a journey similar to VSO from conception to 

commercial success.

Since the end of World War II, oil & gas companies, equipment 

manufacturers, and acquisition contractors have made continuous 

progress in developing new and improved land seismic imaging tools 

and methods.  While these have increased exploration success rates and 

reduced the risks of fi nding hydrocarbons, the E&P industry’s ability to 

continue the pace of seismic technology advancement onshore has been 

primarily impeded by a highly restrictive constraint – cables – which land 

recording systems use to transmit power, command and control signals, 

and the acquired seismic data.

Cable-based land recording systems detract from the acquisition process 

in several ways.  These types of systems are heavy, often weighing 25 

tons or more, and the excess weight of the cables can account for up to 

20% of the operational cost of a typical onshore survey in North America.  

Deploying, rolling, troubleshooting, and repairing cable-based systems 

is a manpower-intensive operation.  It is estimated that 25-50% 

of the individuals tasked with spread deployment and 

retrieval are involved in cable-based activity and that 

50-75% of troubleshooting personnel are focused 

on cable problems.  

developing productivity-
enhancing recording systems

2005 highlights

FireFly and 
VectorSeis Sensor 
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In our recent work with seismic contractors, we have discovered that up 

to 50% of operational time is spent on cable troubleshooting. This has a 

direct impact on costs (one of the seismic crews we studied spent nearly 

$1,000 a day repairing cables) and an even bigger impact on productivity, 

with contractors able to spend only 50% of the time on actual seismic 

acquisition.  In effect, the cables cause any land seismic survey to be only 

about half as effi cient as it could be. 

This manpower intensity has other cost and HSE impacts.  For instance, 

as the number of fi eld personnel goes up, the costs to train, mobilize, 

feed, and shelter them goes up as well.  Every individual in the fi eld 

represents a potential health and safety liability for the contractor and 

the oil & gas company.  Moreover, the process of moving heavy cables, 

especially in mountainous areas or other diffi cult terrain, is a hazardous 

operation.  In addition, cable deployment requires that paths be cleared 

both for the cables themselves and for the vehicles fi eld operators use 

to troubleshoot and repair them.  This unnecessarily expands the 

footprint of the seismic operation and intensifi es the environmental 

and permitting challenges.

We designed the FireFly land acquisition system to overcome these 

challenges.  FireFly combines proven wireless communication, data 

storage, and power technologies developed in other industries, 

including consumer electronics, telecommunications, and the military.  

For instance, current fl ash memory storage systems (similar to those 

in Apple’s iPod) are capable of storing several days worth of recorded 

seismic data at each station (or aggregating terabytes of data across a 

distributed, multi-thousand station seismic network).

The FireFly architecture is designed to be scalable and support the 

effi cient acquisition of full-wave data using VectorSeis sensors.  Our 

customers should benefi t by receiving more – fully sampled, full-wave 

seismic data – for less by using a recording system that improves 

operational productivity and reduces HSE risks.  We’ll be fi eld testing 

FireFly throughout 2006 and expect to have deployed our fi rst full-scale 

system by year end.

Software Plays a Key Role in Recording Systems 

Our vision for the next generation of seismic recording systems goes 

beyond hardware.  I/O believes software will play a critical role in the 

seismic systems of the future.  As a result, we are working to tightly 

couple both hardware and software in all of our recording platforms.  

By doing this, we believe we can enhance the functionality of our 

offerings and target key customer ‘pain points’ across the entire seismic 

workfl ow.  This will help our customers to optimize their acquisition 

processes, better manage and quality control seismic data fl ows, and 

improve both effi ciencies and cycle times.

When I/O acquired Concept Systems (CSL) in 2004, securing the capa-

bility to integrate software with hardware was a key strategic driver of the 

transaction.  We believed that tight system integration would allow us to 

deliver signifi cant value to both our contractor and oil & gas company 

customers and enable us to differentiate our offerings in the marketplace 

compared to traditional, hardware-focused players.  As time goes on, 

we have become even more convinced of the power of an integrated 

software/hardware strategy in the seismic industry and the capabilities 

that CSL can provide in helping us achieve our seismic solutions vision.

FireFly Weighs 80% Less than 
Cable-based Systems
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Concept Systems’ primary fi eld of expertise is in developing software for 

navigation and data management in the marine environment.  As a result, 

they have played a key role in delivering software solutions for both our 

seabed and streamer systems.  During 2005, CSL developed a series of 

new applications for VectorSeis Ocean, which enabled RXT to capture 

additional utility and effi ciencies from their original 

acquisition system.  Without having to invest in 

upgrading the VSO hardware, RXT obtained a 

series of software extensions that enable them to 

better design seabed surveys, manage the logistics 

of the acquisition process, and prepare high-quality 

data for the handoff to the seismic data processors.  

Other VSO software extensions are under 

development and will be deployed 

with the additional VectorSeis Ocean 

systems that RXT plans to purchase 

later this year as part of a multi-year 

supply agreement with I/O.

On the streamer side of the business, 

Concept Systems has been fi eld testing 

its latest command & control and data management 

software system – Orca – on the vessel of a major acquisition contractor 

for the last several months.  Since this vessel previously used the suite of 

Concept’s Spectra-based software products that Orca will replace, both 

we and the customer have a good idea of the productivity and imaging 

benefi ts that the Orca package will deliver.  We expect to declare the 

Orca package fully commercial in the fi rst half of 2006 and will then begin 

deploying it on other streamer vessels.  While Orca is designed to operate 

with the streamer and positioning systems sold by the majority of seismic 

equipment vendors, CSL has been working closely with I/O’s Marine 

Imaging Systems Division to achieve high levels of value-added integra-

tion with our portfolio of streamers, recording systems, and acoustic 

positioning and streamer control gear.

Although Concept Systems has traditionally been a marine software 

vendor, one of their areas of heaviest investment in 2005 involved land 

acquisition.  The FireFly recording platform is designed around a new 

software package being developed by CSL.  To take full advantage of 

FireFly’s capabilities, seismic contractors will require a robust command 

& control software platform that can help orchestrate high-station count 

acquisition operations.  Determining where to deploy FireFly stations to 

maximize image utility, tracking the stations in the fi eld, managing their 

power systems, and quality controlling the data are all critical elements 

in the streamlined workfl ows that FireFly will enable.

As a cableless system, FireFly will encourage new approaches and 

workfl ows in land acquisition and 

imaging.  How geoscientists think 

about survey planning, station deploy-

ment, sources and source control, 

sensors, recording systems, and even 

processing and interpretation will all 

be quite different than their current 

experience in the cabled world.  

Conversations with our customers 

lead us to believe that they are very excited about the 

possibilities in our new world of land seismic imaging.  

They realize that it will take an innovative and integrated 

approach to unlock the latent value associated with land 

seismic acquisition.  Moving forward, no sub-system is 

signifi cantly more important than any other because the 

technologies interact as part of a broader seismic ecosystem.  

However, at the core of the ecosystem is software, since it 

‘touches’ nearly every hardware sub-system and every element of the 

seismic workfl ow.  With a proven track record in data integration and 

complex command & control of offshore operations, Concept Systems 

is recognized by our customers as the ideal software developer and 

integrator for the FireFly ecosystem.
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value-added
services

delivering

We believe that services can play a 

key role in a world characterized by 

high E&P activity levels, constrained 

human resources, and continuously 

emerging technologies.  Fortunately, 

both GX Technology and Concept 

Systems have their roots in service-

based businesses.  Within the E&P 

environment we see emerging, we 

believe that our service businesses 

can experience significant growth on 

their own.  However, we think that we 

can unlock further levels of growth 

and value by combining services, 

along with our portfolio of hardware 

and software technologies, into 

broader and more effective seismic 

solutions packages for our customers.  

While we’re still in the early stages of 

delivering on our integrated solutions 

vision, the possibilities are already 

beginning to emerge.
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Extended the 
Apache technology 
acceleration alliance

Laid the foundation to sign 
BP Americas as a launch 
partner for FireFly

Eclipsed the 
80 project milestone 
for 4-D consultancy

Delivered our first, non-
streamer Integrated Seismic 
Solutions (ISS) programs

Full-wave Consulting with Oil & Gas Companies

Our collaboration with Apache demonstrates the value of working directly 

with the oil & gas companies to bring new seismic technologies to market.  

In 2003, we entered into an alliance with Apache to accelerate the 

adoption of full-wave imaging technology.  A series of North American 

seismic programs have been designed, acquired, and processed since 

our collaboration began and have delivered generally excellent results.  

In fact, Apache is beginning to view its full-wave experiences as a major 

source of competitive advantage in securing access to, and exploiting, 

E&P assets worldwide.  Our approach continues to be validated as 

Apache is preparing to launch another full-wave program to test 

VectorSeis in the deserts of North Africa.

Building upon our successful experiences with Apache, we have 

continued to work closely with other major oil & gas companies to 

showcase the benefi ts of our full-wave technology portfolio.  In 2005, 

we pursued several projects to demonstrate the potential of VectorSeis 

in both land and marine imaging environments.  Two are worth 

highlighting.   Although each is at an early stage, both 

demonstrate the role I/O can play in working directly with 

the oil & gas companies.  If initial fi eld trials of our proposed 

imaging solutions prove out, I/O has an opportunity for 

signifi cant follow-on sales of hardware, software, and 

advanced processing services to these E&P fi rms.

The fi rst project centers upon one of the largest tight gas 

reservoirs in North America.  Discovered in the 1950s, 

the BP-operated Wamsutter gas fi eld has already produced 

more than 2 trillion cubic feet (TCF) of gas.  Nonetheless, 

in October 2005, BP announced its intent to spend 

$2.2 billion over the next decade to drill several thousand 

exploitation wells in order to double its net production from 

Wamsutter and increase its share of ultimate recovery by 450 million 

barrels of oil equivalent.  BP’s planned expenditure includes $120 million 

to fi eld test new E&P technologies, including seismic.  Although seismic 

information exists for the fi eld, it is somewhat dated and of uneven 

quality.  BP wishes to acquire additional seismic data, but the lands 

are subject to control by the Bureau of Land Management (BLM) and 

environmental sensitivities are high.

In the early stages of our FireFly development program, we found that 

BP shared our belief that a new land seismic imaging system would 

be needed to deliver both improved image quality and a reduced 

environmental footprint.  After a series of consultations, BP highlighted 

Wamsutter as an ideal proving ground for FireFly.  We worked with them 

intensively during the second half of 2005 to design a multi-year imaging 

program and will deploy the fi rst FireFly system on this strategic asset 

before the end of 2006.

The second project involves an offshore fi eld that was one of the North 

Sea’s largest producers during its prime.  Although production peaked 

years ago, there are signifi cant reserves that remain to be exploited.  

The fi eld’s operator believes that 4-D seismic, in which a series of 

time-lapse seismic surveys 

are compared to detect fl uid 

movements or bypassed oil, 

will help to optimize the locations 

for new wells and manage fl uid 

injection across the reservoir. 

We were engaged by this fi eld’s 

operator on a consultancy 

project to design the optimal 

4-D imaging program for the 

fi eld.  Concept Systems provided 

their expertise in 4-D survey 

design and repeatability 

optimization.  Our Marine Imaging Systems Division assessed the 

various hardware options, including both streamer and VectorSeis-

enabled seabed systems.  And, GXT advised on how best to image the 

subsurface and process the data.  Although no fi nal investment decisions 

have yet been made, the project is proceeding as planned.  I/O will soon 

be featured at an internal technology showcase hosted by this oil & gas 

company, while representatives from I/O and the client are discussing the 

scope of a paid follow-on study during 2006.  If successfully received, 

this engineering feasibility study could result in the sanction of a reservoir 

monitoring system on the seabed of the North Sea later in the decade.

delivering value-added 
services

2005 highlights
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Concept Systems’ 4-D Software 
Enhances Streamer Repeatability

poor repeat [top]
good repeat [bottom]

Optimizing 4-D Programs

Over the last several years, Concept Systems 

has consulted to major oil & gas companies 

on more than 80 4-D programs worldwide.  

CSL has a special competence in designing 

4-D programs to maximize repeatability across 

successive surveys.  This requires that Concept 

Systems participate early on in the project 

conceptualization stage, ideally before the 

initial (or baseline) 4-D survey is undertaken.  

The consultation involves a suite of analyses ranging from survey 

planning and target illumination studies to monitoring operational aspects 

of the acquisition, such as ensuring the sources and hydrophones are 

in effectively the same location on each seismic survey.  The goal is to 

identify which survey design and acquisition parameters may detract from 

repeatability and determine how to minimize their impact such that the 

only time-lapse variation is the movement of fl uids in the reservoir.

Concept Systems generates a reasonable return on its consulting 

projects, but the business provides additional strategic value to 

I/O in several respects.  Perhaps the most signifi cant is that CSL is 

involved in the front-end design aspects of a large number of 4-D 

programs.  As a result, they are well positioned to highlight emerging 

4-D opportunities to other groups within I/O.  In addition, their position 

as a trusted advisor to the oil & gas companies provides a vehicle by 

which I/O can introduce the E&P fi rms to our comprehensive toolkit 

of relevant 4-D technologies for towed streamer, seabed, and land 

applications.  While it is imperative that CSL never lose its reputation 

for providing technically grounded, objective advisory services, I/O can 

still benefi t from the unique window Concept Systems provides into the 

rapidly evolving arena of 4-D reservoir monitoring.

Integrated Seismic Solutions – 

The Complete I/O Offering

Where seismic data does not exist or is not suffi cient to meet 

an oil & gas company’s imaging objectives, I/O’s GX Technology 

subsidiary offers the Integrated Seismic Solution (ISS), a start-to-fi nish 

imaging solution for oil & gas companies that includes survey design and 

planning, acquisition project management, advanced seismic imaging, 

attribute generation and analysis, and full interpretation packages.

In all ISS projects, GXT works closely with the oil & gas companies 

early on to defi ne their imaging objectives, which includes defi ning 

any constraints or challenges that must be overcome.  Once client 

needs are clearly established, GXT then collaborates with its customers 

to select the appropriate mix of processing applications, acquisition 

technologies, and survey design parameters that will optimize the fi nal 

seismic image.  In the ISS model, GXT outsources fi eld acquisition 

to experienced seismic contractors, thereby utilizing existing industry 

capacity, delivering solutions with minimal capital intensity and asset utili-

zation burden, and focusing its energies on the elements of the seismic 

program where it is best positioned to have impact and create value.

Integrated Seismic Solutions are offered in two formats.  Multi-client 

programs deliver differentiated, high-quality 2-D, 3-D, and BasinSpan 

seismic datasets for multiple oil & gas companies, often in the early 

stages of petroleum system assessment and exploration.  In the 

second, proprietary format, GXT further customizes the imaging 

program for a single oil & gas company client, generally during fi eld 

appraisal and development.

To date, ISS programs have been designed and delivered for leading 

E&P companies in major hydrocarbon provinces around the world, 

including the Gulf of Mexico, West Africa, and Caribbean basin.  

Looking ahead, we expect to expand our ISS programs within these 

regions and to extend the business to other petroleum basins around 

the world, both offshore and onshore.  Given its comprehensive, start-

to-fi nish structure and the nature of the advisory relationships that ISS 

fosters with the oil & gas companies, the ISS business is one of the more 

exciting platforms for future growth within the entire I/O family.

ISS Programs
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summary The year 2005 will be remembered as a year of 

transition for the company.

Buoyed by robust activity levels in the E&P sector, I/O returned 

to profitability for the first time since 2001.  We addressed 

and resolved many of the operational challenges that plagued 

the company over the last several years.  We launched new 

products and sustained investment in a robust R&D pipeline 

of new seismic technologies.  The integration of GX Technology 

and Concept Systems is progressing as planned, with key 

synergies in technology and business development clearly 

emerging.  Full-wave adoption continues across the industry.  

As the pressures mount in this Desperate Age of Exploration, 

we believe the company is well positioned to become the leading 

seismic solutions provider to the global E&P industry. 

While there remains much for us to do, we have the vision and 

the toolkit our customers require.  More importantly, we have 

an extremely talented group of technical, operational, and 

managerial professionals who are motivated by our vision and 

excited about what the future holds for their industry and their 

company.  As the industry accelerates its transition from the 

3-D era to the era of Digital Full-wave seismic, I/O should be 

poised to benefit as should you, our shareholders.
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financial highlights

The selected consolidated financial data set forth below with respect to our consolidated statements of operations for the years ended December 31, 2005, 2004, 

and 2003, and with respect to our consolidated balance sheets at December 31, 2005, 2004, and 2003, have been derived from our audited consolidated financial 

statements.  Our results of operations and financial condition have been affected by acquisitions of companies and dispositions of assets during the periods 

presented, which may affect the comparability of the financial information.  For more information on our acquisitions, see Note 2 of Notes to Consolidated 

Financial Statements.  This information should not be considered as being necessarily indicative of future operations, and should be read in conjunction with 

Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements and the notes 

thereto included elsewhere in our Annual Report on Form 10-K for the year ended December 31, 2005. 

Statement of Operations Data
Net sales
Cost of sales

Gross profit
Operating expenses (income):
Research and development
Marketing and sales
General and administrative
(Gain) loss on sale of assets
Impairment of long-lived assets

Total operating expenses
Income (loss) from operations
Interest expense
Interest income
Other income
Fair value adjustment and exchange of warrant obligation
Impairment of investment
Income (loss) before income taxes
Income tax expense
Net income (loss)
Preferred stock dividends and accretion
Net income (loss) applicable to common shares
Basic net income (loss) per common share
Weighted average number of common shares outstanding
Diluted net income (loss) per common share
Weighted average number of diluted shares outstanding

Balance Sheet Data (end of year)
Working capital
Total assets
Notes payable and current maturities of long-term debt
Long-term debt, net of current maturities
Cumulative convertible preferred stock
Stockholders’ equity

Other Data
Capital expenditures
Investment in multi-client library
Depreciation and amortization (other than multi-client library)
Amortization of multi-client library

$ 362,682
 256,307
 106,375

 20,266
 33,167
 28,227
 99
 —
 81,759
 24,616
 (6,134)
 843
 820
 —
 —
 20,145
 1,366
 18,779
 1,635
$ 17,144
$ 0.22
 78,600
$ 0.21
 79,842

$ 153,761
 537,861
 4,405
 71,541
 29,838
 327,545

$ 5,304
 19,678
 23,497
 10,707

$ 240,641
 174,949
 65,692
 
 19,611
 23,491
 29,748
 (3,980)
 —
 68,870
 (3,178)
 (6,231)
 1,276
 220
 —
 —
 (7,913)
 701
 (8,614)
 —
$ (8,614)
$ (0.13)
 65,759
$ (0.13)
 65,759
 

$ 101,121
 486,094
 6,564
 79,387
 —
 308,760
 

$ 5,022
 4,168
 18,345
 5,870

$ 150,033
 122,192
 27,841
 
 18,696
 12,566
 16,753
 (291)
 1,120
 48,844
 (21,003)
 (4,087)
 1,903
 685
 1,757
 (2,059)
 (22,804)
 348
 (23,152)
 —
$ (23,152)
$ (0.45)
 51,080
$ (0.45)
 51,080
 

$ 133,467
 249,204
 2,687
 78,516
 —
 133,764
 

$ 4,587
 —
 11,444
 —

2005 2004 2003
(restated)(in thousands, except 

per share data)

years ended December 31
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corporate information

executive officers

Robert P. Peebler
President and Chief Executive Officer

Michael K. (Mick) Lambert
President, GX Technology

Chris M. Friedemann
Vice President, Commercial Development

David L. Roland
Vice President, General Counsel and Corporate Secretary

Michael L. Morrison
Controller and Director of Accounting

board of directors

James M. (Jay) Lapeyre, Jr.
Chairman of the Board

President, Laitram L.L.C.

Bruce S. Appelbaum
Chairman, Mosaic Natural Resources

Theodore H. Elliott, Jr.
Chairman, Prime Capital Management Co.

Franklin Myers
Senior Vice President and Chief Financial Officer,

Cooper Cameron Corporation

S. James Nelson, Jr.
President, FSD Corporation

Retired Vice Chairman, Cal Dive International

Robert P. Peebler
President and Chief Executive Officer,

Input/Output

John Seitz
Co-CEO, Endeavour International Corp.

Sam K. Smith
Consultant, Private Investments

investor relations

Shareholders, securities analysts, portfolio managers, or brokers 

seeking information about the Company are welcome to call Investor 

Relations at +1 281 933 3339.  If you prefer, you may send your 

requests to the Investor Relations’ email address: ir@i-o.com.  

Recent news releases, financial information, and SEC filings can be 

downloaded from the Company’s website at www.i-o.com. 

annual report on form 10-k

Input/Output’s Annual Report on Form 10-K for the fiscal year ended 

December 31, 2005, although furnished as an integral part of this 

Annual Report to Shareholders, is also available upon request 

without charge from:

Input/Output, Inc.

Attn: Investor Relations

12300 Parc Crest Drive

Stafford, Texas 77477

annual meeting

The Annual Meeting of Shareholders of Input/Output, Inc., will be 

held at the offices of GX Technology, located at 2101 City West 

Boulevard, Building III, Suite 900, Houston, Texas, on May 17, 2006, 

at 10:30a.m. CST.

stock transfer agent

Computershare Investor Service

2 North LaSalle St.

Chicago, Illinois 60602

+1 312 588 4991

independent auditors

Ernst & Young LLP

5 Houston Center

Suite 1200

1401 McKinney Street

Houston, Texas 77010

+1 713 750 1500

ceo & cfo certificates

The Company has included as Exhibit 31 to its Annual Report 

on Form 10-K for its fiscal year ended December 31, 2005, filed 

with the Securities and Exchange Commission, certificates of the 

Chief Executive Officer and Chief Financial Officer of the Company 

certifying the quality of the Company’s public disclosure, and the 

Company has submitted to the New York Stock Exchange a certificate 

of the Chief Executive Officer of the Company certifying that he is 

not aware of any violation by the Company of the New York Stock 

Exchange corporate governance listing standards.

A copy of the Company’s Annual Report on Form 10-K filed with 

the Securities and Exchange Commission will be furnished 

without charge to any shareholder upon written request to 

the address above.

statement for purpose of 
forward-looking statements

The information included herein contains certain forward-looking 

statements within the meaning of Section 27A of the Securities Act 

of 1933 and Section 21E of the Securities Exchange Act of 1934.  

These forward-looking statements include statements concerning 

expected future financial positions, segment sales, results of 

operations, cash flows, funds from operations, financing plans, gross 

margins, business strategy, budgets, projected costs and expenses, 

capital expenditures, competitive position, product offerings, 

technology developments, access to capital and growth opportunities, 

future sales and market growth, and other statements that are not 

of historical fact.  Actual results may vary materially from those 

described in these forward-looking statements.  All forward-looking 

statements reflect numerous assumptions and involve a number of 

risks and uncertainties.  These risks and uncertainties include the 

timing and development of the Company’s products and services 

and market acceptance of the Company’s new and revised product 

offerings; risks associated with competitor’s product offerings and 

pricing pressures resulting therefrom; the relatively small number 

of customers that the Company currently relies upon; the fact that a 

significant portion of the Company’s revenues is derived from foreign 

sales; the Company’s ability to successfully manage the integration of 

its acquisitions into the Company’s operations; the risks that sources 

of capital may not prove adequate; the Company’s inability to produce 

products to preserve and increase market share; collection of 

receivables; and technological and marketplace changes affecting the 

Company’s product line.  Additional risk factors, which could affect 

actual results, are disclosed by the Company from time to time in its 

filings with the Securities and Exchange Commission, including its 

Annual Report on Form 10-K for the year ended December 31, 2005.

The information contained herein includes references to trademarks, 

service marks, and registered marks of Input/Output and our subsid-

iaries, as indicated.  Except where stated otherwise or unless the 

context otherwise requires, the terms “VectorSeis” and “DigiCOURSE” 

refer to our VectorSeis® and DigiCOURSE® registered marks, and the 

terms “DigiFIN,” “DigiRANGE II,” “FireFly,” “Orca,” “System Four,” and 

“Image-Driven” refer to our DigiFINTM, DigiRANGE IITM, FireFlyTM, OrcaTM, 

System FourTM, and Image-DrivenTM trademarks and service marks.$ millions
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During 2005, I/O made significant progress 

toward its vision — leading the global oil & gas industry into the 

next era of seismic imaging — Digital Full-wave.  The company 

improved the productivity of its existing VectorSeis®-based 

recording systems for land and seabed acquisition and, late in 

the year, announced its plans to commercialize the revolutionary 

FireFly™ imaging system for cableless land acquisition.  We 

continued to deliver images from previously acquired full-wave 

seismic programs and, based on customer feedback, believe 

the potential of full-wave imaging is becoming more widely 

appreciated throughout the industry.  In a period of heightened 

E&P activity, the adoption of full-wave seismic technologies 

continues to expand.

We are still in the early stages of delivering on the promise 

of full-wave and the potential of the company, but have 

assembled a comprehensive toolkit of advanced seismic tech-

nologies and services that we believe will be vital in helping 

our customers address their most pressing imaging and 

acquisition challenges in the years ahead.  These tools include 

software and services for designing customized 3-D and 4-D 

seismic surveys.  Digital sensors for advanced imaging on land 

and on the seabed.  Seismic acquisition platforms that provide 

step-change improvements in field operational efficiencies.  

Processing services that enhance the quality and resolution 

of the final seismic image.  Highly differentiated seismic data 

libraries.  And solutions that enable oil & gas companies and 

seismic acquisition contractors to better apply our portfolio of 

technologies at all stages of the petroleum reservoir lifecycle.

I/O enters 2006 poised to tackle the challenges and capture 

the opportunities from a new era in seismic imaging.  Our 

mission at I/O is clear — to give seismic a whole new image.  

The journey continues.

milestones

consolidated revenues

Returned to profitability for the 
first time since 2001

Increased revenues 51% to $363 million

Sold $49 million in VectorSeis-based 
systems – adoption of full-wave 
imaging continues to grow

Announced FireFly – revolutionary 
cableless land acquisition platform

Expanded international presence 
in emerging energy markets

Signed multi-year commercial 
agreement for VectorSeis Ocean

Developed new imaging algorithms 
for full-wave, data conditioning, 
and advanced depth processing
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