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PART I - FINANCIAL INFORMATION 
 

Item 1. Financial Statements 
 

CORE LABORATORIES N.V. 
CONSOLIDATED BALANCE SHEETS 

(In thousands, except share and per share data) 
 
   March 31, December 31,
   2006 2005 
  ASSETS (Unaudited)  
CURRENT ASSETS: 
 Cash and cash equivalents $       16,030 $       13,743 
 Accounts receivable, net of allowance for doubtful accounts of $4,421 and 
   $4,526 at 2006 and 2005, respectively 108,880 99,129 
 Inventories, net 27,326 29,104 
 Prepaid expenses and other current assets 14,777 11,269 
  TOTAL CURRENT ASSETS 167,013 153,245 
   
PROPERTY, PLANT AND EQUIPMENT, net 81,434 81,342 
INTANGIBLES, net 6,660 6,720 
GOODWILL 132,618 132,618 
DEFERRED TAX ASSET 9,093 11,452 
OTHER ASSETS 9,836 9,224 
  TOTAL ASSETS $     406,654 $     394,601 
   
  LIABILITIES AND SHAREHOLDERS' EQUITY 
CURRENT LIABILITIES: 
 Current maturities of long-term debt and capital lease obligations $          1,660 $         2,544 
 Accounts payable 30,150 32,557 
 Accrued payroll and related costs 19,786 17,371 
 Taxes other than payroll and income 5,441 5,660 
 Unearned revenues 7,370 3,233 
 Other accrued expenses 9,250 7,391 
 Current liabilities of discontinued operations - 800 
  TOTAL CURRENT LIABILITIES 73,657 69,556 
 
LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 91,103 86,104 
DEFERRED COMPENSATION 8,282 7,585 
OTHER LONG-TERM LIABILITIES 24,704 16,034 
COMMITMENTS AND CONTINGENCIES 
MINORITY INTEREST 1,072 1,065 
 
SHAREHOLDERS' EQUITY: 
 Preference shares, EUR 0.01 par value; 3,000,000 shares authorized, none 
  issued or outstanding - - 
 Common shares, EUR 0.01 par value; 100,000,000 shares authorized, 
 27,133,125 issued and 25,504,095 outstanding at 2006 and 26,797,354  
 issued and 25,774,339 outstanding at 2005 478  474 
 Additional paid-in capital 107,610 103,832 
 Deferred compensation - (940)
 Retained earnings 157,593 141,448 
 Treasury shares (at cost), 1,629,030 at 2006 and 1,023,015 at 2005 (57,845) (30,557)
  TOTAL SHAREHOLDERS' EQUITY 207,836 214,257 
  TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $     406,654 $     394,601 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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CORE LABORATORIES N.V. 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(In thousands, except per share data) 
 
  Three Months Ended March 31, 
   2006  2005 
  (Unaudited) 
REVENUES:    
 Services $     99,135 $     90,083 
 Sales 38,200 25,872 
  137,335 115,955 
OPERATING EXPENSES: 
 Cost of services 72,183 69,544 
 Cost of sales 27,965 20,517 
 General and administrative expenses 10,545 7,660 
 Depreciation 4,064 3,593 
 Amortization 60 121 
 Other (income) expense, net (1,870) 492 
OPERATING INCOME 24,388 14,028 
Interest expense 1,324 2,036 
Income before income tax expense 23,064 11,992 
Income tax expense 6,919 3,269 
NET INCOME $      16,145 $      8,723 
 
EARNINGS (LOSS) PER SHARE INFORMATION: 
Basic earnings per share $        0.63 $        0.33 
 
Diluted earnings per share $        0.58 $        0.31 
 
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING: 
Basic 25,794 26,092 
 
Diluted 27,767 27,996 
 
 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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CORE LABORATORIES N.V. 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(In thousands) 
 
   Three Months Ended March 31, 
    2006  2005 
 (Unaudited) 
CASH FLOWS FROM OPERATING ACTIVITIES:    
Net income $     16,145  $     8,723 
Adjustments to reconcile income to net cash provided by operating activities:  
 Net provision for doubtful accounts 8  786 
 Inventory obsolescence 1,513  1,204 
 Equity in (income) loss of affiliates (15)  16 
 Minority interest 7  100 
 Stock-based compensation 1,399  985 
 Depreciation and amortization 4,124  3,714 
 Debt issuance costs amortization 29  64 
 (Gain) loss on sale of assets (564)  63 
 Gain on insurance recovery (492)  - 
 (Increase) decrease in value of life insurance policies (282)  107 
 Deferred income taxes 138  822 
 Changes in assets and liabilities, net of effect of acquisitions:  
  Accounts receivable (11,013)  (3,443)
  Inventories (1,283)  (1,119)
  Prepaid expenses and other current assets (1,453)  (1,452)
  Other assets 75  (1,635)
  Accounts payable (1,857)  365 
  Accrued expenses 8,976  792 
  Other long-term liabilities 9,366  1,576 
 Net cash provided by operating activities 24,821  11,668 
CASH FLOWS FROM INVESTING ACTIVITIES:  
  Capital expenditures (4,285)  (3,236)
  Patents and other intangibles -  (46)
  Proceeds from sale of assets 2,010  112 
  Premiums on life insurance (409)  (143)
 Net cash used in investing activities (2,684)  (3,313)
CASH FLOWS FROM FINANCING ACTIVITIES:  
  Repayment of debt (5,869)  (993)
  Proceeds from debt borrowings 10,000  2,000 
  Capital lease obligations (15)  (79)
  Stock options exercised 3,077  2,820 
  Excess tax benefit on restricted stock and stock options 246  - 
  Debt issuance costs -  (313)
  Repurchase of common shares (27,289)  (10,006)
 Net cash used in financing activities (19,850) (6,571)
NET CHANGE IN CASH AND CASH EQUIVALENTS 2,287  1,784 
CASH AND CASH EQUIVALENTS, beginning of period 13,743  16,030 
CASH AND CASH EQUIVALENTS, end of period $    16,030  $    17,814 
    
Non-cash investing and financing activities:  
 Capital lease additions $           -  $        15 
 Common stock issued pursuant to share-based compensation arrangements $           -  $     3,227 
     

The accompanying notes are an integral part of these consolidated financial statements. 
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CORE LABORATORIES N.V. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

(Unaudited) 
1.  BASIS OF PRESENTATION 
 

The accompanying unaudited consolidated financial statements include the accounts of Core Laboratories N.V. and its 
subsidiaries and have been prepared in accordance with generally accepted accounting principles ("GAAP") in the United States 
of America ("U.S.") for interim financial information using the instructions to Form 10-Q and Article 10 of Regulation S-X. 
Accordingly, these financial statements do not include all of the information and footnote disclosures required by GAAP for 
complete financial statements.  
 

Core Laboratories N.V. uses the equity method of accounting for all investments in which it has less than a majority interest 
and over which it does not exercise control. Minority interest has been recorded to reflect outside ownership attributable to 
consolidated subsidiaries that are less than 100% owned.  In the opinion of management, all adjustments considered necessary for 
a fair presentation have been included in these financial statements.  Furthermore, the operating results presented for the three 
months ended March 31, 2006 may not necessarily be indicative of the results that may be expected for the year ending December 
31, 2006. 
 

Core Laboratories N.V.'s balance sheet information for the year ended December 31, 2005 was derived from the 2005 audited 
consolidated financial statements but does not include all disclosures in accordance with GAAP. Certain reclassifications have 
been made to year 2005 amounts in order to present these results on a comparable basis with amounts for year 2006. 
 

References to "Core Lab," the "Company," "we," "our," and similar phrases are used throughout this Quarterly Report on Form 
10-Q and relate collectively to Core Laboratories N.V. and its consolidated affiliates. 
 

These financial statements should be read in conjunction with the financial statements and the summary of significant 
accounting policies and notes thereto included in our Annual Report on Form 10-K for the year ended December 31, 2005.  
 
 
2.  INVENTORIES 
 

Inventories consist of the following (in thousands): 
 

  March 31,  December 31, 
  2006  2005 
  (Unaudited)   
Finished goods  $   22,600  $     22,896 
Parts and materials  2,698  7,381 
Work in progress  5,730  1,183 
  Total inventories  31,028  31,460 
Less - valuation reserves  3,702  2,356 
  Inventories, net  $   27,326  $     29,104 

 
We include freight costs incurred for shipping inventory to customers in the Cost of Sales line of the Consolidated Statement of 

Operations.  
 
 
3. GOODWILL AND INTANGIBLES 
 

We account for intangible assets with indefinite lives, including goodwill, in accordance with Statement of Financial 
Accounting Standards No. 142, "Goodwill and Other Intangible Assets," which requires us to evaluate these assets for impairment 
annually, or more frequently if an indication of impairment has occurred.  Based upon our most recent evaluation, management 
determined that goodwill was not impaired.  We amortize intangible assets with a defined term on a straight-line basis over their 
respective useful lives.  There were no significant changes related to our intangible assets for the three months ended March 31, 
2006.  The composition of goodwill by business segment at March 31, 2006 is consistent with the amounts disclosed in our 
Annual Report on Form 10-K as of December 31, 2005. 
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4.  DEBT AND CAPITAL LEASE OBLIGATIONS 
 

Debt is summarized in the following table (in thousands): 
 

  March 31,  December 31, 
  2006  2005 
  (Unaudited)   
Credit Facility  $     91,000  $     86,000 
Capital lease obligations  20  36 
Other indebtedness  1,743  2,612 
  Total debt and capital leases obligations  92,763  88,648 
Less - short-term debt included in other indebtedness  1,543  2,412 
Less - current maturities of long-term debt and capital lease obligations  117  132 
  Long-term debt and capital lease obligations, net   $     91,103  $     86,104 

 
We maintain a revolving credit facility ("Credit Facility") allowing for an aggregate borrowing capacity of $125.0 million. The 

maturity date of the Credit Facility is December 20, 2010. As amended, this agreement provides an option to increase the 
commitment under the Credit Facility to $175.0 million, if certain conditions are met.  Available capacity under the Credit 
Facility was $27.3 million as of March 31, 2006.  Our available borrowing capacity was reduced by outstanding letters of credit 
and performance guarantees and bonds totaling $6.7 million at March 31, 2006 related to certain projects in progress.  The Credit 
Facility requires interest payments to be made based on the interest period selected.  At March 31, 2006, the weighted average 
interest rate of amounts outstanding under the Credit Facility was 5.51%, and the weighted average interest rate for the three 
months ended March 31, 2006 under this facility was 5.56%. 
 
 
5.  PENSIONS AND OTHER POSTRETIREMENT BENEFITS 
 

We provide a noncontributory defined benefit pension plan covering substantially all of our Dutch employees based on years of 
service and final pay or career average pay, depending on when the employee began participating.  Employees are immediately 
vested in the benefits earned.  We fund the future obligations of this plan by purchasing investment contracts from a large-
national insurance company.  We make annual premium payments, based upon each employee's age and current salary, to the 
insurance company.   
 

The following table summarizes the components of net periodic pension cost under this plan for the three months ended March 
31, 2006 and 2005 (in thousands): 

 

 
Three Months Ended 

March 31, 
 2006  2005 
 (Unaudited) 
Service cost $     288   $     181  
Interest cost 215   212  
Expected return on plan assets (209)  (240) 
Unrecognized pension asset (20)  (25) 
Unrecognized pension loss 53   -  
   Net periodic pension cost $     327   $     128  

 
During the three months ended March 31, 2006, we contributed approximately $1.2 million, as determined by the insurance 

company, to fund the estimated 2006 premiums on investment contracts held by the plan.   
 
 
6. COMMITMENTS AND CONTINGENCIES 
 
Executive Employment Agreements 

 
In 1998, the Company entered into employment agreements with four of its senior executive officers which provided for 

severance benefits.  The present value of the long-term liability for the benefits due upon severing these employees from the 
Company is approximately $2.1 million at March 31, 2006.  
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Legal Proceedings 
 
From time to time, we may be subject to legal proceedings and claims that arise in the ordinary course of business.  Core 

Laboratories believes that the resolution of all litigation currently pending or threatened against it or any of its subsidiaries should 
not have a material adverse effect on its consolidated financial condition, results of operations or liquidity; however, because of 
the inherent uncertainty of litigation, Core Laboratories cannot provide assurance that the resolution of any particular claim or 
proceeding to which it or any of its subsidiaries is a party will not have a material adverse effect on its consolidated results of 
operations or liquidity for the period in which that resolution occurs. 
 
 
7.  SHAREHOLDERS' EQUITY 
 

During the three months ended March 31, 2006, we repurchased 606,015 of our common shares for $27.3 million, at an average 
price of $45.03 per share. Of those 606,015 shares, 42,015 shares were valued at $1.8 million, or $42.98 per share were acquired 
pursuant to the terms of a stock-based compensation plan, in settlement by the participants of personal tax burdens that may result 
from the issuance of common shares under this arrangement. 

 
For the three months ended March 31, 2006, we issued 210,771 of our common shares, associated with stock option exercises 

for which we received proceeds of approximately $3.1 million. 
 

At March 31, 2006, we had the authority to repurchase 988,405 additional shares under our stock repurchase program. 
 
 
8.  EARNINGS PER SHARE 
 

We compute basic earnings per common share by dividing net income available to common shareholders by the weighted 
average number of common shares outstanding during the period. Diluted earnings per common and potential common shares 
include additional shares in the weighted average share calculations associated with the incremental effect of dilutive employee 
stock options, restricted stock awards and contingently issuable shares, as determined using the treasury stock method. The 
following table summarizes the calculation of weighted average common shares outstanding used in the computation of diluted 
earnings per share (in thousands):  

 
Three Months Ended 

March 31, 
 2006  2005 
 (Unaudited) 
    
Weighted average basic common shares outstanding 25,794  26,092 
Effect of dilutive securities:    

Stock options (1) 1,675  1,501 
Contingent shares 156  274 
Restricted stock and other 142  129 

Weighted average diluted common and potential 
common shares outstanding 27,767  27,996 

    
(1) The effect of anti-dilutive shares associated with these securities has been excluded from the diluted weighted average share 

calculations at March 31, 2006 and 2005.  If these shares had been included, the impact would have been a decrease in weighted 
average shares outstanding of 1 share for the three months ended March 31, 2006, and 14 shares for the three months ended March 
31, 2005. 

 
 
9.  STOCK-BASED COMPENSATION  
 

We have granted stock options and restricted stock awards under two stock option plans: the 1995 Long-Term Incentive Plan 
(the "Plan") and the 1995 Non-employee Director Stock Option Plan (the "Non-employee Director Plan"). Restricted shares 
issued under the Plan include the Executive Restricted Share Matching Program ("ESMP"), the Performance Share Award 
Program ("PSAP") and the Restricted Share Award Program ("RSAP").   

 
Effective January 1, 2006, the Company adopted Statement of Financial Accounting Standard No. 123R, "Share-Based 

Payment" ("SFAS 123R") using the modified prospective transition method. Under that transition method, compensation expense 
that we recognized for the three months ended March 31, 2006 included: (a) compensation expense for all stock-based payments 
granted prior to, but not yet vested as of January 1, 2006, based on the grant date fair value estimated in accordance with the 
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original provisions of SFAS 123, "Accounting for Stock-Based Compensation," and (b) compensation expense for all stock-based 
payments granted on or after January 1, 2006, based on the grant date fair value estimated in accordance with the provisions of 
SFAS 123R. Results from prior periods have not been restated. This statement requires compensation costs related to share-based 
payments, including stock options, to be recognized in the Consolidated Statement of Operations based on their fair values. The 
expense is recognized over the requisite service period of the award. The Company previously recognized expense for stock-
based compensation arrangements in accordance with the provisions of Accounting Principles Board Opinion No. 25, 
"Accounting for Stock Issued to Employees," and related interpretations ("APB 25"). Accordingly, compensation expense was 
recognized for the excess, if any, of the stock price on the grant date over the option exercise price. No compensation expense was 
recorded under APB 25 for awards granted under the Company's employee stock option plan as all options issued had exercise 
prices at least equal to the fair value of the stock on the grant date. The pro forma effects upon net income and earnings per share 
for stock options are disclosed below per SFAS Statement No. 123, "Accounting for Stock-Based Compensation." 

 
As a result of adopting SFAS 123R, the Company included approximately $1.4 million of stock-based compensation expense in 

the Consolidated Statements of Operations for the three month period ended March 31, 2006. The effect on net income and 
earnings per share if the Company had applied the fair value recognition provisions of SFAS 123R to stock-based employee 
compensation in the prior year comparable period is as follows (in thousands):  

 

 
Three Months 

Ended March 31, 
 2005 
 (Unaudited) 
Net income as reported: $   8,723  
Add:  stock-based compensation expense included in 

reported income, net of tax 
 

717  
Less: stock-based compensation expense determined 

under fair value method, net of tax 
 

(980) 
  Pro forma income $   8,460  
Basic earnings per share:  
  As reported $    0.33  
  Pro forma $    0.32  
Diluted earnings per share:  
  As reported $    0.31  
  Pro forma $    0.30  

 
Prior to the adoption of SFAS 123R, we presented deferred compensation as a separate component of shareholders' equity. In 

accordance with provisions of SFAS 123R, on January 1, 2006 we reclassified the balance in deferred compensation to Additional 
Paid-In Capital on our Consolidated Balance Sheet. 
 

Prior to the adoption of SFAS 123R, we presented all tax benefits for deductions resulting from the exercise of stock options as 
operating cash flows in our Consolidated Statement of Cash Flows. SFAS 123R requires the cash flows resulting from the tax 
benefits for tax deductions in excess of the compensation expense recorded for those options to be classified as financing cash 
flows.  
 

For the three months ended March 31, 2006, stock-based compensation expense recognized in the income statement is as 
follows (in thousands): 
 

 
Three Months 

Ended March 31, 
 2006 
  
Cost of sales and services $       692  
General and administrative 707  
  Total stock-based compensation expense $     1,399  
  

 
Stock Options 
 

The Plan, as amended, provided for a maximum of 5,400,000 common shares to be granted to eligible employees.  Awards 
under this plan are provided to encourage stock ownership by corporate and divisional management, as we believe that 
widespread common share ownership by key employees is an important means of encouraging superior performance and 
retaining employees.  Stock options that have been granted under this plan have historically been granted at market value on the 
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date of grant, are exercisable for a period of 10 years and vest in equal installments over four years. Common share options were, 
and restricted stock award grants are, considered annually based on competitive multiples of base salary.  Senior executives 
typically have a higher multiple and, as such, have a greater portion of their total compensation linked to our long-term success.  
In determining the appropriate grant multiples, we target the market median among publicly held oilfield service companies of 
similar size.  At March 31, 2006, approximately 150,000 shares were available for future issuance under the Plan.   
 

The Non-employee Director Stock Option Plan provides common shares for grant to our eligible Supervisory Directors.  The 
maximum number of shares initially available for award under this plan was limited to 100,000 common shares.  The Non-
employee Director Stock Option Plan was amended and restated effective May 1997 and May 2000 to authorize an additional 
600,000 common shares for grant. Under this plan, each non-employee director is generally granted an option to acquire 1,000 
common shares on the date such individual first becomes an eligible director.  In addition, an option to acquire 10,000 common 
shares will be granted to each non-employee Supervisory Director (20,000 common shares if such non-employee Supervisory 
Director is the Chairman) each year generally on the first date in the calendar year set by the Supervisory Board for the issuance 
of stock options to more than 10 employees under our Plan, as amended.  Only non-employee Supervisory Directors are eligible 
for these options grants, under which options are exercisable for a period of up to 10 years and vest on the first anniversary of the 
date of grant.  Options under this plan are granted at market value on the date of grant.  
 

As of March 31, 2006, approximately 168,000 shares were available for issuance under the Non-employee Director Stock 
Option Plan.   

 
In December 2005, the Company accelerated the vesting of all outstanding unvested options. Prior to the modification, there 

were 322,072 stock options that were unvested, which represented less than 12% of the total stock options that were outstanding.  
The options were vested in anticipation of the adoption of SFAS No. 123R as the Option Subcommittee determined that the 
administrative costs of applying the provisions of SFAS No. 123R to the few remaining unvested options far exceeded the benefit 
of allowing these options to vest as originally scheduled under the plans. As a result of the modification, we determined that the 
increase in the intrinsic value of the unvested options over the original grant price was approximately $7.9 million.  Due to the 
accelerated vesting, the Company recorded $0.1 million in non-cash compensation charge which is related to the excess of the 
intrinsic value over the fair market value of the Company's stock on the acceleration date of those options that would have been 
forfeited or expired unexercised had the vesting not been accelerated.  In determining the forfeiture rates of the stock options, the 
Company reviewed the unvested options' original life, time remaining to vest and whether these options were held by officers and 
directors of the Company.  The compensation charge is adjusted in future period financial results as actual forfeitures are 
realized.  For the three months ended March 31, 2006, there were no material changes in actual forfeitures from estimates. 
 

The following table presents the change in outstanding stock options issued under the 1995 Long-term Incentive Plan and the 
1995 Non-employee Director Stock Option Plan for the three months ended March 31, 2006. 
 

 
Options 

Outstanding  
Range of Exercise 

Prices  

Weighted 
Average 

Exercise Price  
Aggregate 

Intrinsic Value 
Balance as of December 31, 2005 2,733,159 $  0.01 - 61.19 $    13.48  $     34.09
   Options granted -     - -  -
   Options exercised (210,771) 8.38 - 25.56 14.65  32.90
   Options canceled -     - -  -
Balance as of March 31, 2006 2,522,388 $  0.01 - 61.19 $    13.38  $     34.19
   
Exercisable 2,522,388 $  0.01 - 61.19 $    13.38  $     34.19

 
The aggregate intrinsic value in the table represents the total pretax intrinsic value (the difference between our closing stock 

price on the last trading day of the quarter and the exercise price, multiplied by the number of in-the-money options) that would 
have been received by the option holders had all option holders exercised their options on March 31, 2006.  
 

For the three months ended March 31, 2006, cash received from the exercise of stock options was $3.1 million.  
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The following table summarizes stock options outstanding and exercisable as of March 31, 2006 by exercise price range: 
 

Options 
Outstanding/ 
Exercisable  

Weighted 
Average 

Remaining Life  

Weighted 
Average 

Exercise Price 
Range of Exercise Prices:  
$0.01 41,465 3.3 $      0.01 
$7.09 to $12.13 1,186,484 5.5 9.39 
$13.06 to $17.57 680,538 4.5 15.01 
$18.38 to $23.00 544,124 4.1 19.55 
$25.00 to $26.00 69,500 9.0 25.04 
$61.19 277 1.9 61.19 
 2,522,388 5.0 $     13.38 

 
Executive Restricted Share Matching Program 

 
The ESMP was implemented in June 2002 to encourage personal investment in our common stock by our executive officers. 

Under the program, we matched on a one-for-one basis each share that an executive purchased on the open market or held in his 
deferred compensation, 401(k) or other retirement account as of June 1, 2002, up to a maximum of 50,000 shares per participant.   

 
Pursuant to the ESMP, on June 1, 2005, we issued an additional 76,200 restricted shares (the "Restricted Gross-Up Shares") in 

the aggregate to the participants to reimburse them for tax liabilities resulting from the vesting of the original grant in June 2005 
of 132,853 restricted shares under the ESMP and their eventual vesting in the Restricted Gross-Up Shares. In order to vest in the 
Restricted Gross-Up Shares, a participant generally must remain in our employment until June 1, 2007, and maintain continuous 
ownership until such date of (a) the equivalent number of shares the participant initially purchased in order to receive the original 
restricted matching share award plus (b) a number of the shares received in the restricted matching share award (which number of 
shares is generally equal to all of the shares included in the restricted matching share award less a percentage of such shares 
surrendered by the participant to pay applicable taxes upon their vesting).  A participant may become vested in some or all of the 
Restricted Gross-Up Shares prior to June 1, 2007, in the event of a change in control or the termination of the participant's 
employment by reason of death, disability, an involuntary termination without cause, or after attainting the age of 60 and 
completing 10 years of employment with us.  

 
Upon adoption of SFAS 123R, the Restricted Gross-Up Shares were classified as an equity award as a result of the service 

condition. Historically, the Company had accounted for the Restricted Gross Up Shares under APB 25 as a variable award and 
remeasured it at each balance sheet date.  Effective January 1, 2006, the fair value of the Restricted Gross Up Shares is fixed at 
the original grant-date fair value with compensation recorded over the vesting period based on the estimated number of awards 
that management ultimately believes will vest. During the three months ended March 31, 2006, the Company recorded 
approximately $0.2 million of compensation expense for the Restricted Gross-Up Shares. As of March 31, 2006, approximately 
58% of the Restricted Gross-Up Shares remain unvested, assuming that all the awards will ultimately vest, resulting in 
approximately $1.1 million of compensation expense to be recognized through the ultimate vesting date of June 1, 2007. 
 
Performance Share Award Program 

 
Under the PSAP, certain executives were awarded rights to receive a pre-determined number of common shares if certain 

performance targets are met, as defined in the applicable agreements for the respective three-year performance period. Rights 
relating to an aggregate of 125,000 shares ("Tranche 2"), 120,000 shares ("Tranche 3") and 120,000 shares ("Tranche 4") were 
issued with respect to the performance periods ending on December 31, 2005, 2006 and 2007, respectively.  Unless there is a 
change in control as defined in the PSAP, none of these awards will vest if the specified performance targets are not met as of the 
last day of the respective performance periods.   
 

To meet the performance targets under Tranche 2, our common shares must perform as well as or better than the 50th 
percentile of the return earned by the common stock of the companies comprising the Philadelphia Oil Services Sector Index 
("OSX") for the applicable performance period. If our common shares perform as well as or better than the 50th percentile but 
below the 75th percentile of the companies comprising the OSX, then the number of rights eligible to vest would be interpolated 
between 20% and 100% of the shares granted. If our common shares perform as well as or better than the 75th percentile of the 
companies comprising the OSX, then 100% of the rights would be eligible to vest.   
 

The performance targets for Tranche 3 are similar to those for Tranche 2 for rights relating to 60,000 shares. Rights related to 
the other 60,000 shares granted under Tranche 3 will be eligible to vest if our calculated return on equity ("ROE), as defined in 
the PSAP, equals or exceeds a pre-determined target return on equity of 18%. Pursuant to the agreement, return on equity is 
calculated by dividing earnings before interest and income tax for the performance period by ending shareholders' equity for the 
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performance period.  Unless there is a change in control, none of these 60,000 shares will be issued if our return on equity does 
not equal or exceed 12% for the three-year performance period ending December 31, 2006. If our return on equity for the 
performance period equals 12%, then 20% of the shares will be issued, and if our return on equity equals or exceeds 18%, then 
100% of the shares will be issued.  If our return on equity for the performance period is greater than 12% but less than 18%, then 
the number of shares to be issued would be interpolated based on the terms of the agreement.  If a change in control occurs prior 
to the last day of the performance period and while the executive officer is employed by us, then all of the executive officer's 
performance shares will vest as of the date of the change in control. 
 

The performance target for Tranche 4, for which the performance period began on January 1, 2005 and ends on December 31, 
2007, is based on a calculated ROE similar to the terms for Tranche 3 discussed above, except that the pre-determined target ROE 
is 24%.  Unless there is a change in control, none of these 120,000 shares will be issued if the ROE for Core Laboratories is less 
than 20% for the three-year performance period.  If our ROE for the performance period equals 20%, then 50% of the shares will 
be issued, and if our ROE for the performance period equals or exceeds 24%, then 100% of the shares will be issued.  If our ROE 
for the performance period is greater than 20% but less than 24%, then the number of shares to be issued would be interpolated 
based on the terms of the agreement. 

 
Upon adoption of FAS 123R, all of the PSAP shares were classified as equity awards.  The performance targets for Tranche 2 

and half of Tranche 3 associated with the OSX are considered to be a market condition, while the performance targets for the 
other half of Tranche 3 and all of Tranche 4 are considered to be a performance condition.  Historically, the Company had 
accounted for these instruments under APB 25 as variable awards and remeasured them at each balance sheet date.  Effective 
January 1, 2006, the fair value of the awards are fixed at the original grant-date fair value with compensation recorded over the 
vesting period based on the estimated number of awards that management ultimately believes will vest. 
 

In January 2006, the Options Subcommittee of our Board of Supervisory Directors determined that the performance target 
criteria had been met relating to an aggregate of 125,000 shares under Tranche 2 and we issued these 125,000 common shares on 
January 17, 2006. The intrinsic value of the award was approximately $5.4 million, which had been recorded as stock-based 
compensation through December 31, 2005.  Simultaneously, we repurchased 42,015 of these common shares from the 
participants at the closing market price on that day to settle personal tax liabilities which may result from the issuance of these 
shares, as permitted by the agreement.  We recorded these repurchased shares as treasury stock with an aggregate cost of $1.8 
million, at $42.98 per share. Accordingly, at March 31, 2006, there remains outstanding rights with respect to 120,000 shares 
under Tranche 3 and rights with respect to 118,000 shares under Tranche 4 which may vest at December 31, 2006 and 2007, 
respectively. The total compensation related to the nonvested portion of Tranche 3 and Tranche 4 is approximately $0.7 million 
and $1.6 million, respectively.  The weighted average period over which this compensation will be recognized is 17.4 months. We 
included $0.2 million of compensation expense for each of Tranche 3 and Tranche 4 in our results of operations based on our 
March 31, 2006 stock price for the period ended March 31, 2006. 
 

For diluted weighted average shares outstanding at March 31, 2006, we calculated 155,808 contingently issuable PSAP shares 
using the treasury stock method, based on our common stock's performance relative to the OSX and our ROE. See Note 8, 
Earnings Per Share.   
 
Restricted Share Award Program 
 

The Options Subcommittee of our Board of Supervisory Directors has previously approved the Restricted Share Award 
Program (the "RSAP") to continue to attract and retain the best employees, and to better align employee interests with those of 
our shareholders. Under this arrangement, in 2005, we granted to key employees an aggregate of 142,600 restricted shares of our 
common stock under the RSAP at a grant date fair value of $26.80, of which 139,400 were outstanding at March 31, 2006.  This 
arrangement is a fixed award which will require us to recognize compensation expense totaling $3.8 million over a seven-year 
vesting period that began on January 1, 2005.  This award also contains two performance accelerators either of which, if satisfied, 
or if certain other events occur as specified in the related agreements, may require earlier recognition of this expense. The first 
performance accelerator requires that our average closing stock price attain a level equal to or above $28 per share over a period 
of 20 consecutive trading days ending within the period beginning on the 21st trading day after April 1, 2006 and ending on April 
1, 2008. The second performance accelerator requires the average closing stock price to attain a level equal to or above $32 per 
share over a period of 20 consecutive trading days ending within the period beginning on the first trading day after April 1, 2008 
and ending April 1, 2010. Upon adoption of FAS 123R, the RSAP was classified as an equity award. The RSAP was originally 
recorded at the grant-date fair value and has been amortized over the expected life of the award.  Based on management's estimate 
that the first performance accelerator will be met in May 2006, the Company has continued to amortize this award as if the 
vesting restrictions will lapse in May 2006.  In the quarter ended March 31, 2006, approximately $0.7 million of compensation 
expense was recorded leaving approximately $0.2 million left to be recorded as compensation expense in April 2006.  Due to the 
short remaining estimated life of the award, no estimate of forfeitures has been assumed. 
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Nonvested restricted stock awards as of March 31, 2006 and changes during the three months ended March 31, 2006 were as 
follows:  
 

Number of 
Shares  

Weighted 
Average Grant 
Date Fair Value 

Nonvested at December 31, 2005 502,400 $      21.08 
Granted - - 
Vested 125,000 11.53 
Forfeited - - 
Nonvested at March 31, 2006 377,400 $      24.24 

 
We have not issued shares upon the exercise of options or lapsing of vesting restrictions on restricted stock out of treasury 

stock.  
 
 
10. OTHER (INCOME) EXPENSE  
 

The components of other (income) expense, net, were as follows (in thousands): 
 

 
Three Months Ended 

March 31,  
 2006  2005  
 (Unaudited)  
Minority interest $       7   $     100   
(Gain) loss on sale of assets (564)  63   
Equity in (income) loss of affiliates (15)  16   
Foreign exchange (gain) loss (360)  580   
Interest income (52)  (47)  
Gain on insurance recovery (492)  -   
Other income (394)  (220)  
  Total other (income) expense, net $  (1,870)  $     492   

 
During the first quarter of 2005, a building at our manufacturing plant in Godley, Texas, was damaged by fire, resulting in the 

loss of the building, some inventory, as well as other business equipment and supplies.  In June 2005, we filed claims with our 
insurance carrier for reimbursement of these costs and for business interruption costs associated with this fire.  The final 
settlement was reached in the first quarter of 2006, which resulted in a gain of $0.5 million in excess of the $0.3 million gain 
recorded in 2005. 
 

Foreign exchange (gains) losses by currency are summarized in the following table (in thousands): 
 

 
Three Months Ended 

March 31,  
 2006  2005  
 (Unaudited)  
British Pound $       8   $      36   
Canadian Dollar 54   (2)  
Euro (67)  (15)  
Russian Ruble (181)  12   
Venezuelan Bolivar 3   342   
Other currencies (177)  207   
  Total (gain) loss $    (360)  $     580   
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11.  SEGMENT REPORTING 
 

Our business units have been aggregated into three complementary segments, which provide products and services for 
improving reservoir performance and increasing oil and gas recovery from new and existing fields.  
 

* Reservoir Description: Encompasses the characterization of petroleum reservoir rock, fluid and gas samples. We 
provide analytical and field services to characterize properties of crude oil and petroleum products to the oil and 
gas industry. 

  
* Production Enhancement: Includes products and services relating to reservoir well completions, perforations, 

stimulations and production. We provide integrated services to evaluate the effectiveness of well completions 
and to develop solutions aimed at increasing the effectiveness of enhanced oil recovery projects. 

  
* Reservoir Management: Combines and integrates information from reservoir description and production 

enhancement services to increase production and improve recovery of oil and gas from our clients' reservoirs. 
 
Segment Analysis 
 

We manage each of our business segments separately to reflect the different services and technologies provided and required by 
each segment. We use the same accounting policies to account for our business segments as those used to prepare our 
Consolidated Balance Sheets and Consolidated Statements of Operations. We evaluate the performance of our business segments 
on the basis of operating income. 
 

Summarized financial information related to our business segments is shown in the following tables (in thousands): 
 

 (Unaudited)  
Reservoir 

Description  
Production 

Enhancement  
Reservoir 

Management  
Corporate & 

Other 1  Consolidated 
Three Months Ended March 31, 2006          
 Revenues from unaffiliated customers  $   71,204  $      56,080  $      10,051  $             -   $     137,335 
 Inter-segment revenues  29  156  9  (194)  - 
 Segment operating income (loss)  9,191  12,920  2,940  (663)  24,388 
 Total assets  204,366  155,741  15,936  30,611   406,654 
 Capital expenditures  2,916  1,136  140  93   4,285 
 Depreciation and amortization  2,250  1,216  109  549   4,124 
            
Three Months Ended March 31, 2005          
 Revenues from unaffiliated customers  67,432  42,407  6,116  -   115,955 
 Inter-segment revenues  139  82  43  (264)  - 
 Segment operating income  6,451  6,506  907  164   14,028 
 Total assets  207,821  149,827  11,543  25,957   395,148 
 Capital expenditures  1,548  1,109  200  379   3,236 
 Depreciation and amortization  2,159  893  121  541   3,714 
            
 (1) "Corporate & Other" represents those items that are not directly related to a particular segment and eliminations. 

 
 
12. RECENT ACCOUNTING PRONOUNCEMENTS 
 

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections, a Replacement of APB Opinion 
No. 20 and FASB Statement No. 3."  This statement requires retrospective application of changes in accounting principle to prior 
periods' financial statements, rather than the use of the cumulative effect of a change in accounting principle, unless 
impracticable.  If impracticable to determine the impact on prior periods, then the new accounting principle should be applied to 
the balances of assets and liabilities as of the beginning of the earliest period for which retrospective application is practicable, 
with a corresponding adjustment to equity, unless impracticable for all periods presented, in which case prospective treatment 
should be applied.  This statement applies to all voluntary changes in accounting principle, as well as those required by the 
issuance of new accounting pronouncements if no specific transition guidance is provided.  This statement does not change the 
previously-issued guidance for reporting a change in accounting estimate or correction of an error.  SFAS No. 154 becomes 
effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005.  The adoption 
of this statement did not have a material impact on our financial position and results of operations.  
 

In November 2004, the FASB issued SFAS No. 151, "Inventory Costs."  This pronouncement amends previous guidance to 
clarify the accounting for abnormal amounts of idle facility expense, freight, shipping and handling costs and spoilage, and 
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generally requires that those items be recognized as current period charges.  In addition, this pronouncement requires that fixed 
production overhead allocations to conversion costs be based on the normal capacity of the production facilities.  This statement 
becomes effective for inventory costs incurred during fiscal years beginning after June 15, 2005, and will be applied 
prospectively.  The adoption of this pronouncement did not have a material impact on our financial position and results of 
operations. 
 
 
13. SUBSEQUENT EVENT 
 

On April 20, 2006, the Company announced that the Board of Supervisory Directors approved a two-for-one stock split, 
which is subject to shareholder approval. Each shareholder of record at the close of business on June 30, 2006 will receive one 
additional share for every outstanding share held on the record date with a payment date on or about July 7, 2006. The total 
number of authorized common shares will be increased by the amount of shares that were previously authorized. Additionally, 
our income retained for use in the business will not be affected. The stock split will require retroactive restatement of all historical 
per share data in the quarter ending June 30, 2006. All references to the number of shares outstanding in these Consolidated 
Financial Statements are presented on a pre-split basis.  

 
The Company's historical earnings per share on a pro forma basis, assuming the stock split had occurred as of January 1, 2005, 

would be as follows:  
 

  
Three Months Ended 

March 31, 
  2006  2005 
  (Unaudited) 
     
 Basic earnings per share $    0.31  $    0.17 
     
 Diluted earnings per share $    0.29  $    0.16 
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 
 

General 
 

Core Laboratories N.V. is a Netherlands limited liability company.  It was established in 1936 and is one of the world's leading 
providers of proprietary and patented reservoir description, production enhancement and reservoir management products and 
services to the oil and gas industry.  These products and services can enable our clients to improve reservoir performance and 
increase oil and gas recovery from their producing fields.  Core Laboratories N.V. has over 70 offices in more than 50 countries 
and employs approximately 4,500 people worldwide. 
 

References to "Core Lab", the "Company", "we", "our", and similar phrases are used throughout this Quarterly Report on Form 
10-Q and relate collectively to Core Laboratories N.V. and its consolidated affiliates. 
 

Our business units have been aggregated into three complementary segments, which provide products and services for 
improving reservoir performance and increasing oil and gas recovery from new and existing fields.  
 

* Reservoir Description: Encompasses the characterization of petroleum reservoir rock, fluid and gas samples. We 
provide analytical and field services to characterize properties of crude oil and petroleum products to the oil and 
gas industry. 

  

* Production Enhancement: Includes products and services relating to reservoir well completions, perforations, 
stimulations and production. We provide integrated services to evaluate the effectiveness of well completions 
and to develop solutions aimed at increasing the effectiveness of enhanced oil recovery projects. 

  

* Reservoir Management: Combines and integrates information from reservoir description and production 
enhancement services to increase production and improve recovery of oil and gas from our clients' reservoirs. 

 
Effective the beginning of the first quarter of fiscal year 2006, the Company adopted the provisions of SFAS 123R using the 
modified prospective transition method. Under that method, prior periods are not restated. Stock-based compensation expense 
recognized during the three months ended March 31, 2006 totaled approximately $1.4 million for various restricted stock plans. 
Of this total, approximately $0.7 million was included in "General and Administrative Expenses" in the Consolidated Statements 
of Operations. 
 
Risk Factors  
 

The following discussion contains statements that are not limited to historical facts but reflect our current beliefs, expectations 
or intentions regarding future events.  These future events may be affected by various risks that impact our business. A listing of 
the most significant risk factors is contained in our Annual Report on Form 10-K for the year ended December 31, 2005. Risk 
factors related to our business have not changed materially during the three months ended March 31, 2006.   
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Results of Operations 
 

Unaudited results of operations as a percentage of applicable revenue were as follows (in thousands): 
 

 Three Months Ended March 31,  % Change 
 2006  2005  2006/2005 

REVENUES:    
Services $ 99,135   72%   $  90,083   78%   10%  
Product sales 38,200   28%   25,872   22%   48%  
  Total revenue 137,335   100%   115,955   100%   18%  
OPERATING EXPENSES:          
Cost of services* 72,183   73%   69,544   77%   4%  
Cost of sales* 27,965   73%   20,517   79%   36%  
  Total cost of services and sales 100,148   73%   90,061   78%   11%  
General and administrative expenses 10,545   8%   7,660   7%   38%  
Depreciation and amortization 4,124   3%   3,714   3%   11%  
Other (income) expense, net (1,870)  (1%)  492   0%   (480%) 
Income before interest expense and                 

income tax 24,388   18%   14,028   12%   74%  
Interest expense 1,324   1%   2,036   2%   (35%) 
Income before income tax expense 23,064   17%   11,992   10%   92%  
Income tax expense 6,919   5%   3,269   3%   112%  
  NET INCOME $ 16,145   12%   $   8,723   8%   85%  
          
*Percentage based on applicable revenue rather than total revenue     

 
Operating Results for the Quarter Ended March 31, 2006 Compared to the Quarter Ended March 31, 2005 
(unaudited) 

Service Revenues 
 

Service revenues increased to $99.1 million for the first quarter of 2006, up 10% when compared to $90.1 million for the first 
quarter of 2005. This first quarter increase in revenue was primarily due to the continued increase in the price of oil which is 
driving increased demand for oilfield activities globally. This increased activity in turn continued to create increased demand for 
the services we provide.  
 
Product Sale Revenues 
 

Revenues associated with product sales increased to $38.2 million for the first quarter of 2006, up 48% from $25.9 million for 
the first quarter of 2005. This increase was primarily the result of increased drilling activity on a global basis, but more 
specifically for natural gas in the North American markets and the development of the heavy oil sands in Canada, all of which 
resulted in higher demand for our well completion products. 
 
Cost of Services 
 

Cost of services expressed as a percentage of service revenue was 73% for the quarter ended March 31, 2006, down from 77% 
for the corresponding quarter in 2005. The decline in the cost of services relative to service revenue was primarily as a result of 
incremental margins earned on higher revenues over our relatively fixed cost structure. 
 
Cost of Sales 
 

Cost of sales as a percentage of product sale revenues was 73% for the quarter ended March 31, 2006, which was an 
improvement from the 79% for the same period in 2005.  This decrease in cost of sales as a percentage of product sale revenues 
for 2006 was primarily due to efforts in past years to improve our manufacturing efficiencies and a growing demand for new 
higher margin products. 
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General and Administrative Expenses 
 

General and administrative expenses were $10.5 million for the first quarter of 2006 compared to $7.7 million for the first 
quarter of 2005. This increase was primarily due to an increase in salaries, incentive compensation relating to the Company's 
improved performance and expenses relating to compensation benefits for certain members of management.   
 
Depreciation and Amortization Expense 
 

Depreciation and amortization expense of $4.1 million for the first quarter of 2006 increased $0.4 million, or 11%, from $3.7 
million for the first quarter of 2005.  The increase in depreciation expense was due to higher levels of capital expenditures in 2005 
and 2006. 
 
Other (Income) Expense, Net 
 

Other (income) expense, net consisted of the following at March 31, 2006 and 2005 (in thousands): 
 

 
Three Months Ended 

March 31,  
 2006  2005  
 (Unaudited)  
Minority interest $      7   $     100   
(Gain) loss on sale of assets (564)  63   
Equity in (income) loss of affiliates (15)  16   
Foreign exchange (gain) loss (360)  580   
Interest income (52)  (47)  
Gain on insurance recovery (492)  -   
Other income (394)  (220)  
  Total other (income) expense, net $  (1,870)  $     492   

 
During the first quarter of 2005, a building at our manufacturing plant in Godley, Texas, was damaged by fire, resulting in the 

loss of the building, some inventory, as well as other business equipment and supplies.  In June 2005, we filed claims with our 
insurance carrier for reimbursement of these costs and for business interruption costs associated with this fire.  The final 
settlement was reached in the first quarter of 2006, which resulted in a gain of $0.5 million in excess of the $0.3 million gain 
recorded in 2005. 
 

Foreign exchange (gains) losses by currency are summarized in the following table (in thousands): 
 

 
Three Months Ended 

March 31,  
 2006  2005  
 (Unaudited)  
British Pound $       8   $      36   
Canadian Dollar 54   (2)  
Euro (67)  (15)  
Russian Ruble (181)  12   
Venezuelan Bolivar 3   342   
Other currencies (177)  207   
  Total (gain) loss $    (360)  $     580   

 
Income Tax Expense 
 

The effective tax rate for the first quarter of 2006 was 30.0% compared to 27.3% for the first quarter of 2005. The change in tax 
rate this quarter was primarily a result of relatively higher earnings in higher tax rate jurisdictions.   
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Segment Analysis 
 

Our operations are managed primarily in three complementary segments - Reservoir Description, Production Enhancement and 
Reservoir Management.  The following table summarizes our results by operating segment for the three-month period ended 
March 31, 2006 and 2005 (in thousands): 

 
 

 
Three Months Ended  

March 31,  
 2006  2005  
Revenues: (Unaudited)  
Reservoir Description $    71,204  $    67,432  
Production Enhancement 56,080  42,407  
Reservoir Management 10,051  6,116  
   Consolidated $  137,335  $ 115,955  
     
Operating income (loss):     
Reservoir Description $     9,191   $     6,451  
Production Enhancement 12,920   6,506  
Reservoir Management 2,940   907  
Corporate and Other1 (663)  164  
   Consolidated $   24,388   $   14,028  
     
1)  "Corporate and Other" represents those items that are not directly related to a particular segment 

 
Reservoir Description: 
 

Revenues from the Reservoir Description segment increased $3.8 million, to $71.2 million in the first quarter of 2006, 
compared to $67.4 million in the first quarter of 2005, as a result of higher oilfield activities world-wide.  Increased oilfield 
activity in North America, West Africa, the Middle East and the Far East resulted in greater demand for our reservoir rock 
analysis as well as our fluid analysis services.  Revenues were also positively impacted by increased demand for our fluid 
characterization services in Europe and the U.S. 
 

Operating income in the first quarter of 2006 increased by 42% or $2.7 million to $9.1 million compared to $6.5 million for the 
first quarter of 2005 primarily due to incremental margins earned from higher sales over our relatively fixed cost structure. 
Operating margins for the quarter ended March 31, 2006 were 13% compared to 10% for the same period in 2005, driven by 
incremental margins of 73% on higher revenues during the first quarter.  
 
Production Enhancement: 
 

Revenues from the Production Enhancement segment increased $13.7 million to $56.1 million in the first quarter of 2006 as 
compared to $42.4 million in the first quarter in 2005. The primary driver of the increases in revenue has been the increase in 
North American natural gas drilling activity in 2006 relative to 2005. With the increase in drilling activities, demand for our well 
perforating and completion products and diagnostic services has also increased. 
 

Operating income in the first quarter of 2006 increased by 99% or $6.4 million to $12.9 million from $6.5 million for the first 
quarter of 2005. Operating margins increased to 23% in the first quarter of 2006 compared to 15% for the same period in 2005.  
Included in these results is a gain of $0.5 million associated with insurance recoveries for a fire loss at our manufacturing plant in 
Godley, Texas.  These margin improvements were primarily due to increased sales of higher-margin services and products 
including new enhanced recovery technology, such as SpectraScan™, SpectraChem™ and our HERO™ perforating charges and 
gun systems, as well as improved manufacturing efficiencies.  Additionally, the demand for the Company's technology in fracture 
diagnostics continues to increase as drilling activity increases in unconventional reservoirs. 
 
Reservoir Management: 
 

Revenues from the Reservoir Management segment increased $3.9 million, or 64%, in the first quarter of 2006 as compared to 
the first quarter of 2005.  The improvement was a result of higher revenue for multi-client reservoir studies in the first three 
months of 2006, especially studies pertaining to unconventional gas reservoirs, and increased international demand for our 
reservoir monitoring systems.   
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Operating income in the first quarter of 2006 increased 224% to $2.9 million from $0.9 million for the first quarter of 2005.  
Operating margins increased to 29% in the first quarter of 2006 compared to 15% for the same period in 2005. The increase was 
primarily due to incremental margins earned from the continued expansion of the multi-client reservoir study sales in the U.S. and 
expansion of studies being performed off the coast of Africa, along with product sales in the heavy oil projects in Canada. 
 
Liquidity and Capital Resources 
 
General 
 

We have historically financed our activities through cash on hand, cash flows from operations, bank credit facilities, or the 
issuance of debt and equity financing. 

 
We utilize the non-GAAP financial measure of free cash flow to evaluate our cash flows and results of operations.  Free cash 

flow is defined as net cash provided by operating activities less capital expenditures.  Management believes that free cash flow 
provides useful information to investors as it represents the cash, in excess of capital expenditures, available to operate the 
business and fund non-discretionary obligations. Free cash flow is not a measure of operating performance under GAAP, and 
should not be considered in isolation nor construed as an alternative to operating profit, net income (loss) or cash flows from 
operating, investing or financing activities, each as determined in accordance with GAAP.  You should also not consider free cash 
flow as a measure of liquidity.  Moreover, since free cash flow is not a measure determined in accordance with GAAP and thus is 
susceptible to varying interpretations and calculations, free cash flow as presented, may not be comparable to similarly titled 
measures presented by other companies. The following table reconciles this non-GAAP financial measure to the most directly 
comparable measure calculated and presented in accordance with U.S. GAAP for the three month period ended March 31, 2006 
and 2005 (in thousands): 
 

  
Three Months Ended 

March 31,  
  2006  2005 
Free cash flow calculation:  (unaudited) 
Net cash provided by operating activities  $   24,821  $   11,668 
Less:  capital expenditures  4,285  3,236 
    Free cash flow  $   20,536  $    8,432 

 
The increase in free cash flow in 2006 compared to 2005 was due to an increase in cash provided by operating activities, 

primarily as a result of higher net income, partially offset by an increase in capital expenditures.  At March 31, 2006 and 
December 31, 2005, we had working capital of $93.4 million and $83.7 million, respectively.  
 
Cash Flows 
 

The following table summarizes cash flows for the three months ended March 31, 2006 and 2005 (in thousands): 
 

  
Three Months Ended 

March 31, 
  2006  2005 
Cash provided by/(used in):  (unaudited) 
    Operating activities  $   24,821   $   11,668  
    Investing activities  (2,684)  (3,313) 
    Financing activities  (19,850)  (6,571) 
Net change in cash and cash equivalents  $     2,287   $    1,784  

 
The increase in cash flows provided by operating activities was primarily attributable to an increase in net income coupled with 

increases in current and long-term liabilities due to timing of payments offset by increases in accounts receivable attributable to 
higher sales.  

 
The increase in cash flows used in investing activities was primarily due to an incremental increase in capital expenditures in 

2006 of $1.0 million.  
 
The increase in cash flows used in financing activities related primarily to the number of shares purchased under our common 

share repurchase program.  In the first three months of 2006, we repurchased approximately 0.6 million shares for an aggregate 
price of $27.3 million compared to approximately 0.4 million shares for an aggregate price of $10.0 million during the three 
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months ended March 31, 2005.  The increase in cash flows used in financing activities were partially offset by an incremental 
increase of $3.1 million in debt borrowings to fund such purchases under our long-term revolving credit facility for 2006.  

 
We maintain a revolving credit facility ("Credit Facility") allowing for an aggregate borrowing capacity of $125.0 million. The 

maturity date of the Credit Facility is December 20, 2010. As amended, this agreement provides an option to increase the 
commitment under the Credit Facility to $175.0 million, if certain conditions are met.  Available capacity under the Credit 
Facility was $27.3 million as of March 31, 2006.  Our available borrowing capacity was reduced by outstanding letters of credit 
and performance guarantees and bonds totaling $6.7 million at March 31, 2006 related to certain projects in progress.  The Credit 
Facility requires interest payments to be made based on the interest period selected.  At March 31, 2006, the weighted average 
interest rate of amounts outstanding under the Credit Facility was 5.51%, and the weighted average interest rate for the three 
months ended March 31, 2006 under this facility was 5.56%. 

 
The terms of the Credit Facility require us to meet certain financial and operational covenants. We believe that we are in 

compliance with all such covenants at March 31, 2006. All of our material, wholly owned subsidiaries are guarantors or co-
borrowers under the Credit Facility. 

 
Our ability to maintain and grow our operating income and cash flow depends, to a large extent, on continued investing 

activities. We are a Netherlands holding company and substantially all of our operations are conducted through subsidiaries. 
Consequently, our cash flow depends upon the ability of our subsidiaries to pay cash dividends or otherwise distribute or advance 
funds to us.  We believe our future cash flows from operations, supplemented by our borrowing capacity and issuances of 
additional equity should be sufficient to fund debt requirements, capital expenditures, working capital, and future acquisitions.  

 
Based on the improved profitability of the US operations, we believe that the existing US tax net operating loss carryforward 

will be fully utilized, and accordingly, have reversed the valuation reserve previously established on the deferred tax asset in the 
amount of $4.5 million. 

 
At March 31, 2006, we had the authority to repurchase 988,405 additional shares under our share repurchase program.  

 
 
Recent Accounting Pronouncements 
 

In May 2005, the FASB issued SFAS No. 154, "Accounting Changes and Error Corrections, a Replacement of APB Opinion 
No. 20 and FASB Statement No. 3" ("SFAS No. 154").  This statement requires retrospective application of changes in 
accounting principle to prior periods' financial statements, rather than the use of the cumulative effect of a change in accounting 
principle, unless impracticable.  If impracticable to determine the impact on prior periods, then the new accounting principle 
should be applied to the balances of assets and liabilities as of the beginning of the earliest period for which retrospective 
application is practicable, with a corresponding adjustment to equity, unless impracticable for all periods presented, in which case 
prospective treatment should be applied.  This statement applies to all voluntary changes in accounting principle, as well as those 
required by the issuance of new accounting pronouncements if no specific transition guidance is provided.  This statement does 
not change the previously-issued guidance for reporting a change in accounting estimate or correction of an error.  SFAS No. 154 
becomes effective for accounting changes and corrections of errors made in fiscal years beginning after December 15, 2005.  The 
adoption of this statement did not have a material impact on our financial position and results of operations.  
 

In November 2004, the FASB issued SFAS No. 151, "Inventory Costs."  This pronouncement amends previous guidance to 
clarify the accounting for abnormal amounts of idle facility expense, freight, shipping and handling costs and spoilage, and 
generally requires that those items be recognized as current period charges.  In addition, this pronouncement requires that fixed 
production overhead allocations to conversion costs be based on the normal capacity of the production facilities.  This statement 
becomes effective for inventory costs incurred during fiscal years beginning after June 15, 2005, and will be applied 
prospectively.  The adoption of this pronouncement did not have a material impact on our financial position and results of 
operations. 
 
 
Outlook 
 

We have established internal earnings targets that are based on current market conditions. Based on industry surveys, we 
anticipate North American spending by our clients during 2006 to remain somewhat higher than spending levels in 2005. We also 
believe that the activity levels outside of North America for 2006 will continue to remain higher than activity levels for 2005.  
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Forward Looking Statements  
 

Certain of the statements contained in this Management's Discussion and Analysis of Financial Condition and Results of 
Operations section, including those under the headings "Outlook" and "Liquidity and Capital Resources," and in other parts of this 
10-Q, are forward looking. In addition, from time to time, the Company may publish forward-looking statements relating to such 
matters as anticipated financial performance, business prospects, technological developments, new products, research and 
development activities and similar matters. Forward-looking statements can be identified by the use of forward-looking 
terminology such as "may," "will," "believe," "expect," "anticipate," "estimate," "continue," or other similar words, including 
statements as to the intent, belief, or current expectations of the Company and its directors, officers, and management with respect 
to the Company's future operations, performance, or positions or which contain other forward-looking information. These 
forward-looking statements are predictions. No assurances can be given that the future results indicated, whether expressed or 
implied, will be achieved. The Company's actual results may differ significantly from the results discussed in the forward-looking 
statements. While the Company believes that these statements are and will be accurate, a variety of factors could cause the 
Company's actual results and experience to differ materially from the anticipated results or other expectations expressed in the 
Company's statements. 
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Item 3. Quantitative and Qualitative Disclosures of Market Risk 

 
Market Risk 

 
There have been no material changes in market risk from the information provided in Item 7A. "Quantitative and Qualitative 

Disclosures About Market Risk" in our Annual Report on Form 10-K as of December 31, 2005. 
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Item 4. Controls and Procedures 
 

A complete discussion of our controls and procedures is included in our Form 10-K for the year ended December 31, 2005.  
 

Disclosure Controls and Procedures 
 
Our management, under the supervision of and with the participation of our Chief Executive Officer and Chief Financial 

Officer, has evaluated the effectiveness of Core Laboratories N.V.'s disclosure controls and procedures, as such term is defined in 
Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the "Exchange Act"), as of the end of the 
period covered by this report.  Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded 
that, as of the end of such period, our disclosure controls and procedures are effective to provide reasonable assurance that the 
information required to be disclosed by the Company in its reports filed or submitted under the Exchange Act is recorded, 
processed, summarized and reported within the time periods specified in the rules and forms of the Securities and Exchange 
Commission and such information is accumulated and communicated to management as appropriate to allow timely decisions 
regarding required disclosure.  Our management does not expect that our disclosure controls and procedures or our internal 
control over financial reporting will prevent all errors and all fraud.  Further, the design of disclosure controls and internal control 
over financial reporting must reflect the fact that there are resource constraints, and the benefits of controls must be considered 
relative to their costs.  Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, within a company have been detected.   

 

Internal Control Over Financial Reporting 

There have not been any changes in our internal control over financial reporting, as such term is defined in Rules 13a-15(f) and 
15d-15(f) under the Exchange Act, during our fiscal quarter ended March 31, 2006, that have materially affected, or are 
reasonably likely to materially affect, our internal control over financial reporting.  
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CORE LABORATORIES N.V. 

PART II - OTHER INFORMATION 
 

Item 1.  Legal Proceedings 
 

From time to time, we may be subject to legal proceedings and claims that arise in the ordinary course of business.  Core 
Laboratories believes that the resolution of all litigation currently pending or threatened against it or any of its subsidiaries should 
not have a material adverse effect on its consolidated financial condition, results of operations or liquidity; however, because of 
the inherent uncertainty of litigation, Core Laboratories cannot provide assurance that the resolution of any particular claim or 
proceeding to which it or any of its subsidiaries is a party will not have a material adverse effect on its consolidated results of 
operations or liquidity for the period in which that resolution occurs. 
 
Item 1A.  Risk Factors 
 

There have been no material changes in our risk factors from the information provided in Item 1A. "Risk Factors" in our 
Annual Report on Form 10-K as of December 31, 2005. 

 
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds 
 

The following table provides information about purchases of equity securities that are registered by us pursuant to Section 12 of 
the Exchange Act during the quarter ended March 31, 2006: 
 

PERIOD  

TOTAL 
NUMBER OF 

SHARES 
PURCHASED  

AVERAGE 
PRICE PAID 
PER SHARE 

January 1-31, 2006 (1)    42,015  $ 42.98 
February 1-28, 2006   221,200  $ 45.37 
March 1-31, 2006  342,800  $ 45.06 
Total  606,015  $ 45.03 
     

(1) Contains 42,015 shares valued at $1.8 million, or $42.98 per share, 
acquired pursuant to the terms of a compensation plan, in 
settlement by the participants of personal tax burdens that may 
result from the issuance of common shares under this arrangement 
in January 2006. 

 
Under Dutch law and our articles of association, and subject to certain Dutch statutory provisions, we may repurchase up to 

10% of our issued share capital in open market purchases. In connection with our initial public offering in March 1995, our 
shareholders authorized our Management Board to make such repurchases for a period of 18 months. At each annual meeting 
subsequent to 1995, our shareholders have renewed that authorization. At our annual meeting on April 15, 2005, our shareholders 
approved a further extension of this authority for an additional 18-month period from the date of the annual meeting until October 
15, 2006 and authorized the repurchase of 2,617,435 shares.  

 
 

Item 3.  Defaults Upon Senior Securities 
 

None 
 
 
Item 4.  Submission of Matters to a Vote of Security Holders 
 

None 
 
 
Item 5.  Other Information 
 

None 
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Item 6.  Exhibits 
 

Exhibit 
No.  Exhibit Title 

Incorporated by 
reference from the 

following documents 
31.1 - Certification of Chief Executive Officer Pursuant to Rule 13a-14 of the Securities 

Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 

 
Filed herewith 

31.2 - Certification of Chief Financial Officer Pursuant to Rule 13a-14 of the Securities 
Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002 

 
Filed herewith 

32.1 - Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as 
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

 
Furnished herewith 

32.2 - Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as 
Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 

 
Furnished herewith 
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SIGNATURE 

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant, Core Laboratories N.V., has duly caused 

this report to be signed on its behalf by the undersigned thereunto duly authorized. 
 
 
  CORE LABORATORIES N.V. 
 By: Core Laboratories International B.V., its 
  Managing Director 
   
Dated: May 1, 2006 By: /s/ Richard L. Bergmark 
  Richard L. Bergmark 
  Chief Financial Officer 
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 Exhibit 31.1 
I, David M. Demshur, certify that:  
 
1. I have reviewed this quarterly report on Form 10-Q of Core Laboratories N.V. (the "Registrant");  
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;  
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods 
presented in this report;  
 
4. The Registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:  
 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known 
to us by others within those entities, particularly during the period in which this report is being prepared;  
 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;  
 
(c) Evaluated the effectiveness of the Registrant's disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  
 
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 
Registrant's most recent fiscal quarter (the Registrant's fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the Registrant's internal control over financial reporting; and  
 
5. The Registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the Registrant's auditors and the audit committee of the Registrant's board of directors (or persons 
performing the equivalent functions):  
 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the Registrant's ability to record, process, summarize and report financial 
information; and  
 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
Registrant's internal control over financial reporting.  

 

Date: May 1, 2006 By: /s/ David M. Demshur 
  David M. Demshur 
  Chief Executive Officer 
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Exhibit 31.2 
I, Richard L. Bergmark, certify that:  
 
1. I have reviewed this quarterly report on Form 10-Q of Core Laboratories N.V. (the "Registrant");  
 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact 
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading 
with respect to the period covered by this report;  
 
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all 
material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods 
presented in this report;  
 
4. The Registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the Registrant and have:  
 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made known 
to us by others within those entities, particularly during the period in which this report is being prepared;  
 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed 
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;  
 
(c) Evaluated the effectiveness of the Registrant's disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  
 
(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the 
Registrant's most recent fiscal quarter (the Registrant's fourth fiscal quarter in the case of an annual report) that has materially 
affected, or is reasonably likely to materially affect, the Registrant's internal control over financial reporting; and  
 
5. The Registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the Registrant's auditors and the audit committee of the Registrant's board of directors (or persons 
performing the equivalent functions):  
 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the Registrant's ability to record, process, summarize and report financial 
information; and  
 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
Registrant's internal control over financial reporting.  

 

Date: May 1, 2006 By: /s/ Richard L. Bergmark 
  Richard L. Bergmark 
  Chief Financial Officer 
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Exhibit 32.1 

Certification By 
David M. Demshur, Chief Executive Officer 

of Core Laboratories N.V. 
Pursuant to 18 U.S.C. Section 1350 

 
I, David M. Demshur, Chief Executive Officer of Core Laboratories N.V. (the "Company"), hereby certify that the 

accompanying report on Form 10-Q for the quarter ended March 31, 2006, filed by the Company with the Securities and 
Exchange Commission on the date hereof fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 (the "Report"). 
 

I further certify that the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company. 
 
 
Date: May 1, 2006 /s/ David M. Demshur 
 Name: David M. Demshur 
 Title: Chief Executive Officer 
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Exhibit 32.2 
Certification By  

Richard L. Bergmark, Chief Financial Officer  
of Core Laboratories N.V. 

Pursuant to 18 U.S.C. Section 1350 
 

I, Richard L. Bergmark, Chief Financial Officer of Core Laboratories N.V. (the "Company"), hereby certify that the 
accompanying report on Form 10-Q for the quarter ended March 31, 2006, filed by the Company with the Securities and 
Exchange Commission on the date hereof fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934 (the "Report"). 

 
I further certify that the information contained in the Report fairly presents, in all material respects, the financial 

condition and results of operations of the Company. 
 
 
Date: May 1, 2006 /s/ Richard L. Bergmark 
 Name: Richard L. Bergmark 
 Title: Chief Financial Officer 
  

 

 


