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In 2016, U.S. Silica extended its industry-leading position as an innovative, end-to-end frac sand
company. We captured numerous new business opportunities and became leaner, stronger, more
flexible and ultimately, easier for our customers to do business with, despite the continued
challenges in the oil and gas industry.
As a result, we gained market share in the downturn by
differentiating our Company through expanded product
offerings, best-in-class logistics and unmatched customer
support, providing oil field service companies with more
choices in more locations, at the right time and at the right
price.
By collaborating with customers, reducing spending,
maintaining a strong balance sheet, and growing our
thriving industrial business, we successfully navigated an
epic downturn in the oil and gas industry and uniquely
positioned our Company for success as the recovery in
North American Shale continues to take shape.
Weaker energy business conditions and an extremely
competitive environment in our Oil and Gas segment,
however, drove full year 2016 revenue down 13% to
$559.6 million, compared with the previous year. The
weakness in our Oil and Gas segment also reduced
adjusted EBITDA* to $39.6 million, off 64% on a
year-over-year basis.

RAISED

$650 MILLION
TO ENHANCE OUR
FINANCIAL STRENGTH

ELIMINATED

$60 MILLION
IN COSTS

*For a definition of adjusted EBITDA and a reconciliation to GAAP,
please see page 54 of our Form 10-K.
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TWO STRONG, COMPLEMENTARY
BUSINESS SEGMENTS
This latest cycle in the oil and gas industry has been
historic, as evidenced by an almost 80% decline in the
U.S. rig count from peak to trough. The good news is
that we saw the trough in this cycle last summer, and
subsequently our Oil and Gas business improved in the
back half of 2016.
Also historic was the outstanding performance of our
Industrial and Specialty Products segment, which
logged its most profitable year ever in 2016. ISP’s
full-year contribution margin* of $79 million improved
13% on a year-over-year basis as it continued to grow
bottom line results through a combination of strategic
price increases and the addition of new, higher-margin
products. Having a steady performer like the ISP business that generates consistent earnings and cash flows
provides our Company with diversification and significant downside risk protection to a cyclical business like
Oil and Gas. In point of fact, ISP’s full-year contribution
margin covered our entire Company overhead and a
large portion of our debt service in 2016.

13%

INCREASE IN ISP
CONTRIBUTION MARGIN

ISP’s consistent cash generation helps us maintain a
strong balance sheet, a balance sheet that we made
even stronger in 2016 by raising over $650 million
through two successful equity offerings. We utilized our
significant financial strength in the downturn to reinvest
in our Oil and Gas business by making two strategic,
highly-accretive acquisitions, NBR Sand and Sandbox
Logistics.

*For a definition of contribution margin, please see page 53 of our Form 10-K.
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EXTENDING OUR
INDUSTRY-LEADING POSITION
NBR Sand, now our Tyler, TX location, strengthens our
ability to meet the growing demand for regional frac
sand. The demand for regional sand has been resilient
through the cycle, as it offers customers significant
advantages, including lower costs at the well, logistics
flexibility and proven results.
The acquisition of Sandbox Logistics, the industry-leading last mile delivery solution, added an entirely new dimension to our Company in 2016. Sandbox is the first
mover in containerized delivery of sand to the well site,
using specially-designed, patent-protected equipment
that is cleaner, safer and more reliable and efficient than
pneumatic trucks. With the addition of Sandbox, we
can now offer our customers more options and more
value all along the entire supply chain, from taking sand
out of the ground at the mine, to putting it back in the
ground at the well site. The acquisition of Sandbox has
exceeded our initial expectations and we are ramping
up capacity to meet growing customer demand.

We made other investments as well in 2016 to capture
additional value. We expanded capacity and improved
operational efficiencies at many of our regional mines to
keep pace with the growing demand for regional sand.
We expanded our logistics footprint and added more
unit train capability to our network to offer our customers increased speed and flexibility, while at the same
time driving down our overall logistics costs.

With the addition of Sandbox,
we can now offer our customers
more options and more value all
along the entire supply chain.
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EXECUTING CONSISTENT STRATEGY
TO GROW BOTH SEGMENTS
Disciplined capital spending and a laser focus on costs
was the mantra at U.S. Silica in 2016. We eliminated
nearly $60 million in annual costs last year through
logistical savings as well as headcount reduction,
centralizing and automating key back office functions
and finding numerous ways at our mines and plants to
lower our costs per ton, to name a few. Some of these
costs are cyclical in nature and are expected to come
back as the business improves but many are structural
in nature and should support margin expansion going
forward.

We successfully navigated an
epic downturn in the oil and gas
industry and today are uniquely
positioned for success.
Looking ahead, we plan to grow both segments of our
Company by executing on a comprehensive strategy to
win and further extend our industry-leading position.
On the Oil and Gas side, a combination of continued
industry recovery and powerful, positive secular trends
in our space are driving surging demand today for both
frac sand and last-mile logistics. The trend of increasing sand per well, the growth in regional sands and the
growing “pinch point” in last mile logistics all play to the
strengths of U.S. Silica.

For the ISP segment, a combination of healthy, diverse
end markets such as housing and automotive and a robust pipeline of new, innovative products are expected
to drive continued growth. This month, we announced
a small acquisition that provides our Company with a
new capability in the growing market for energy efficient
industrial roofing. It’s an excellent example of the kind
of adjacencies to our core business that we are pursuing in ISP to support our customers’ growth initiatives,
penetrate new markets, diversify our product offerings
and enhance our bottom line results. We expect to
continue to actively seek highly-accretive M&A opportunities in our industrial business.
In closing, on behalf of our board of directors and our
management team, I want to thank all of my colleagues
at U.S. Silica for their hard work, dedication, creativity
and customer focus through what was possibly one of
the most challenging years in our now 117-year history.
We all had to persevere and ultimately do more with
less, but we found a way to do it and do it in a way
that positioned our Company for what I believe will be
great success going forward. I feel incredibly privileged
to work with such a dedicated and talented team of
people and I appreciate the confidence placed in us by
our customers and by our shareholders.

As we noted earlier this year, we are making significant
capital investments in 2017 to nearly double our capacity in Oil and Gas, while also investing significant sums
in Sandbox, as we continue to add new customers and
grow market share in last-mile logistics.
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Sincerely,

Bryan A. Shinn
President & Chief Executive Officer
April 28, 2017

THE PREMIER SILICA SAND PROVIDER

FOR TODAY & TOMORROW

U.S. SILICA COMPANY

8490 Progress DriveSuite 300
Frederick, MD 21701
www.ussilica.com

