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ABOUT THE COVER:

THE UNIVERSE
Like the vastness of our universe,
chemistry is far reaching in its ability to
shape the world around us.
The molecule of d-Limonene from a
citrus tree can change the performance
of a reservoir.
The application of orange oil added to
ﬂ avor and fragrances can transport you
to an orange grove.
At Flotek, we are creating new discoveries
that have a transformative impact. Our
vision is rooted in sustainability and
responsibility for our stakeholders,
communities and the environment.

VISION STATEMENT
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CHEMISTRY
Behind our chemistry technology is a big vision.
A vision that guides our pursuit of transformative
chemistry, making a difference under the microscope, and
to the bottom line of our clients, to our stakeholders and
partners, and to our communities and the environment.
A vision that is being realized and brought to life through
relentless research, prescriptive technology and brilliant,
scientiﬁc minds with caring hearts.
At Flotek, our vision is to make a difference in science
and society.
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LET TER TO SHAREHOLDERS
We are proud of our accomplishments in 2016, which were achieved while
facing enormous macro headwinds to our business.
While sales declined from the prior year, we outperformed our peers and stayed focused on
ways to best position Flotek for 2017 and beyond. As the oil and gas industry enters a period of
stabilization and recovery, and as consumer and industrial markets continue to see high demand
for more environmentally sustainable products and materials, these moves solidly place Flotek
in a position of strength and set us up for growth:

Invested in new research and
technology.

Made a strategic acquisition to drive
future growth.

Developed key global partnerships
to grow our footprint.
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Began to reposition our portfolio
by divesting our Drilling
Technologies and Production
Technologies segments to focus
on two business lines, Energy
Chemistry Technologies (ECT) and
Consumer and Industrial Chemistry
Technologies (CICT), to expedite and
enable further innovations of our
prescriptive chemistry technology.

“FLOTEK’S NANOTECH TECHNOLOGY WAS A
GAME-CHANGER FOR US IN THE SOUTHERN
DELAWARE BASIN. WITHOUT A DOUBT, IT
WAS AN IMPORTANT DRIVER IN MAKING OUR
PECOS COUNTY ACREAGE A SUCCESS.”
—ERIC HOOVER, EVP OF OPERATIONS, BRIGHAM RESOURCES

At the end of 2016, we started to see improved results, including an increase
in revenue of 9.8% in the fourth quarter compared to the previous quarter,
and an increase in revenue of 10.5% against the same quarter in 2015. Annual
revenue for our continuing operations decreased 2.7% FY16 compared to
FY15, a strong result in the face of arguably the worst downturn in the energy
industry we’ve seen in our lifetime.
FY16 CNF® SALES VOLUMES UP

14.7%
OVER FY15

FY16 CNF® REVENUE UP

11.6%
OVER FY15

Sales volumes of Flotek’s suite of patented Complex nano-Fluid® (CnF®)
technologies also grew 14.7% over last year. To that end, client ﬁnancial
transactions and testimonies, as well as increasing penetration of CnF®
chemistries, particularly in the Permian Basin, continued to demonstrate the
efﬁcacy of this technology to improve estimated ultimate recoveries (EURs).
Despite an overall 43% drop in completion activity last year, according to the
U.S. Energy Information Administration (EIA), year-over-year revenues from
CnF® chemistries were up 11.6%. As mentioned in our fourth quarter earnings
conference call, clients have continued to credit us with helping them boost
returns on their acreage, and these partnerships were built on a foundation of
trust, which has been mutually beneﬁcial.
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UKRAINE, IRAQ, CHINA

SHIPPED PRODUCTS TO
NEW INTERNATIONAL
REGIONS

HOUSTON
CORPORATE
HEADQUARTERS

ARGENTINA
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DEVELOPING FULL
FLUIDS SYSTEM IN
VACA MUERTA SHALE

GROWING OUR GLOBAL FOOTPRINT
In 2016, a key part of our business strategy focused on expanding our global
footprint. Highlights of our activities include:
Shipping products to China, Ukraine, and Iraq
for the ﬁrst time in the fourth quarter.

Collaborating with Y-TEC, the technology
arm of Argentina’s state oil company, YPF, to
develop a full fluids system for deployment in
the Vaca Muerta shale.
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And, forming a cooperative agreement with
Anton Oilﬁeld Services, headquartered in China,
which will further expand our international reach
to the Middle East and Asia.

CHINA

FORMED COOPERATIVE
AGREEMENT WITH ANTON
OILFIELD SERVICES
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CH I RY TECHNOLOGIES
TECHN
S (ECT)
ENERGY CHEMISTRY
Flotek’s Energy Chemistry Technologies,
nologie
o
which includess o
our patented suite of CnF® products,
provides oilfield specialty chemicals
as reservoir characterization and
als and logistics, as well a
als
petroleum engineering services, to
cementing, stimulation and
o solve the toughest
est drilling,
dr
production challenges.

FY16 ECT REVENUE

FY16 ECT GROSS MARGIN

$188.2M 39.6%
CONSUMER & INDUSTRIAL CHEMISTRY TECHNOLOGIES (CICT)
Flotek’s Consumer and Industrial Chemistry Technologies delivers high-quality products that meet
the demands of a variety of consumer and industrial applications.

FY16 CICT REVENUE

$74.6M

FY16 CICT GROSS MARGIN

21.6%
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OUR INVESTMENT IN INNOVATION
AND TECHNOLOGY IS CONTINUING
TO GENERATE GROWTH AND
WILL BE AN INCREASINGLY
IMPORTANT DIFFERENTIATOR FOR
US, AS WE PURSUE NEW COGNITIVE
COMPUTATIONAL TECHNOLOGIES TO
UNCOVER KEY INSIGHTS AND TRENDS
ABOUT OUR CLIENTS’ WELLS.

COMMITMENT TO INNOVATION
We are also proud of our accomplishments in innovation, research and
commercialization of newly created technology.
We completed construction of our Global Research
& Innovation Center in the third quarter, located
in Houston, which helped us to secure several
new clients, as well as develop and continue
active partnerships with eight universities and
educational institutions. We believe that these
partnerships and collaboration with other
academics and industry peers can collectively
improve both our technology and service offerings
for our clients. The Global Research & Innovation
Center is symbolic of Flotek’s culture and
values—a beacon that will continue to attract and
drive further innovation and collaboration.
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In fact, in our Energy Chemistry Technologies
(ECT) segment, nearly 23% of revenue came
from new technologies. This surpassed our goal
of 9% by more than a margin of 2:1, and tells us
that our investment in innovation and technology
is continuing to generate growth and will be an
increasingly important differentiator for us, as we
pursue new cognitive computational technologies
to uncover key insights and trends about our
clients’ wells, as well as how our chemistry can
better enable and protect their reservoirs.

Our focus on innovation has also yielded new patents to our intellectual
property portfolio, with more than 100 intellectual property assets now
granted or currently pending, including over 40 unique CnF® formulations.
SHARE OF ECT REVENUE FROM NEW TECHNOLOGY

NUMBER OF PATENT ASSETS
Eclipse IOR
Services,
LLC (EOGA) 4

ACTUAL FY15

24.8%

GOAL
VS.

9%

ACTUAL FY16
VS.

22.8%
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Flotek
Chemistry, LLC 93

Florida
Chemical 1
Flotek
Industries, Inc. 5

TOTAL

103

POSITIONING FOR GROWTH
As part of our strategy to position Flotek for continued growth, in the third
quarter we acquired International Polymerics, Inc. (IPI), a leading supplier
of polymers that complements our work with citrus-based nano-ﬂuids. IPI
also contributed a strategically located staging center in the Permian Basin,
which we have turned into a micro-blending facility, and is highly beneﬁcial for
serving our clients in this area.
FY16 CICT REVENUE UP

32.3%
OVER FY15

In our Consumer & Industrial Chemistry
Technologies (CICT) segment, we added
two distillation units to expand our capacity
and variability to manufacture high ﬂavor
compounds. The nutraceutical, pharmaceutical
and agricultural industries have the potential to
present unique growth opportunities for us as we
look ahead.

ABOUT 40% OF OUR ENERGY CHEMISTRY
TECHNOLOGIES REVENUE NOW COMES
THROUGH THE VIRTUAL FLOTEK STORE®.

With the opening of the FLOTEK STORE®, we
are becoming increasingly involved in creating
a chemistry experience for the well and our
clients, leveraging our Prescriptive Chemistry
ManagementTM (PCMTM) business offering. This
direct-to-end-user access allows us to work closely
with our clients to more intimately understand the
challenges they face in the oilﬁeld, and prescribe
highly customized, total ﬂuid systems or speciﬁc
chemistry solutions to maximize their EURs. Not
only has the FLOTEK STORE® brought greater
transparency to the market for accurate pricing of
prescriptive chemistry solutions, but about 40% of
our Energy Chemistry Technologies revenue now
comes through the virtual store—evidence that our
clients are responding to more tailored chemistry
solutions, rather than a one-size-ﬁts-all approach.
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MAKING A DIFFERENCE
IN OUR COMMUNITIES
At Flotek, we pride ourselves on being able to give back to
the communities we serve.
One example of our charitable activities in 2016 was our Hunger Initiative
Campaign, which aimed to donate a percent of one month of sales to local
food banks surrounding our work in oil patches. At the conclusion of this
campaign, the Flotek Energetic Foundation™ (makingadifference.com) made
donations to food banks in Pittsburgh, Oklahoma City, Dallas, Houston,
Midland-Odessa and Denver that amounted to an estimated million
meals for families and children experiencing food insecurity. I’m proud
of our clients for taking part in that initiative, and especially proud of our
employees, who truly exempliﬁed our vision to make a difference and
eagerly supported this work.
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LOOKING AHEAD
In 2016, we made a strategic decision to fine tune our focus on our
chemistry businesses, where we’ve seen great strides in the development
of industry-disrupting innovations, like our patented suite of Complex
nano-Fluid® technologies.
This meant a departure from our drilling and production technologies segments, despite an
impressive, record-breaking fourth quarter. We are looking to divest or wind down these business
lines as we position ourselves to expand in our most promising business segments.

INVESTMENT THESIS
Patented suite of Complex nano-Fluid® technologies with extended
intellectual property portfolio providing proven results to increase well
performance.
Strong track record of innovative,
industry-leading R&I capabilities
and continued investment.

Unleveraged balance sheet and
evolving to an asset-light company.

Extending the reach and
application of our technology to key
international growth markets.

Through recent acquisitions,
advanced greater integration of
supply chain and expanded market
opportunities.

Streamlined business model with
direct engagement with energy
chemistry customers through the
virtual FLOTEK STORE®.
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Dawn at Florida Chemical Company,
Winter Haven, Florida

We are conﬁdent that 2017 will be a pivotal year for Flotek, and are expanding
our Board of Directors and leadership team to help us capitalize on the
opportunities ahead of us.
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Michelle Adams, former worldwide vice president for IBM Watson Platform, joined our Board in January
2017 as part of the governance and nominating committee, and Matt Marietta, former sell-side analyst
for Stephens, Inc., joined us in March 2017 as senior vice president of corporate development and
investor relations.
As the recovery of the oil and gas industry continues, we will also be implementing a double-digit
price increase in the ﬁrst quarter of 2017. While many of our peers are doing the same, we fully
expect that the FLOTEK STORE® will continue to drive transparency and competition in the market for
accurate pricing of our prescriptive chemistry technology through our direct-to-end-user advantage.
Along with all my colleagues at Flotek, I pledge to you that we are focused on delivering value for
our stakeholders, and making a difference in our ﬁeld of transformative chemistry technology and
science, and in the communities where we operate.

Thank you for your continued interest and support of Flotek.
With appreciation,

JOHN W. CHISHOLM
Chairman, President & Chief Executive Ofﬁcer
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FLOTEK INDUSTRIES
ANNUAL MEETING
Friday, April 21, 2017
2:30 pm CDT
Flotek Industries, Inc.
Global Research &
Innovation Center
8846 N. Sam Houston Pkwy. W
Suite 150
Houston, TX 77064
STOCK EXCHANGE LISTING
The company’s common stock
trades on the New York Stock
Exchange, under the symbol
“FTK”
TRANSFER AGENT
American Stock Transfer &
Trust Company
6201 15th Ave.
Brooklyn, New York 11219
800-93 7-5449
AUDITORS
Hein & Associates LLP
500 Dallas St., Suite 2500
Houston, TX 77002
713-850-9814

BOARD OF DIRECTORS

EXECUTIVE OFFICERS

John W. Chisholm,
Chairman of the Board

John W. Chisholm,
Chief Executive Ofﬁcer and
President

Kenneth T. Hern, Lead Director
Chairman, Governance &
Nominating Committee
Member, Compensation
Committee
Member, Audit Committee
Michelle M. Adams, Director
Appointed January 2017
Member, Governance &
Nominating Committee
Ted D. Brown, Director
Member, Governance &
Nominating Committee
Member, Compensation
Committee

Joshua A. Snively, Sr.,
Executive Vice President,
Chemistry Research
President, Florida Chemical
Company, Inc.
Robert C. Bodnar, Executive
Vice President, Performance
and Transformation Ofﬁcer
H. Richard Walton
Executive Vice President and
Chief Financial Ofﬁcer

L. Melvin Cooper, Director
Member, Compensation
Committee
Member, Audit Committee
Member, Governance &
Nominating Committee
Carla Schulz Hardy, Director
Chairwoman, Compensation
Committee
Member, Governance &
Nominating Committee
L.V. “Bud” McGuire, Director
Member, Compensation
Committee
Member, Governance &
Nominating Committee
John S. Reiland, Director
Chairman, Audit Committee
Member, Compensation
Committee
Member, Governance &
Nominating Committee
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