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FORM 10-Q
UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the Quarterly period ended September 30, 2005
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 1-12815
CHICAGO BRIDGE & IRON COMPANY N.V.
Incorporated in The Netherlands IRS Identification Number: Not Applicable
Polarisavenue 31
2132 JH Hoofddorp
The Netherlands
31-23-5685660
(Address and telephone number of principal executive offices)
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
YESo NOb
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act
Large accelerated filer b Accelerated filer o Non-accelerated filer o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YES o NO p
The number of shares outstanding of a single class of common stock as of May 1, 2006 97,754,840.
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CHICAGO BRIDGE & IRON COMPANY N.V.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share data)
(Unaudited)

Revenue
Cost of revenue

Gross (loss) profit

Selling and administrative expenses
Intangibles amortization

Other operating (income) expense, net

(Loss) income from operations
Interest expense
Interest income

(Loss) income before taxes and minority interest
Income tax benefit (expense)

(Loss) income before minority interest
Minority interest in (income) loss

Net (loss) income

Net (loss) income per share (1:
Basic
Diluted (Note 1)

Weighted average shares outstanding (1):
Basic
Diluted

Cash dividends on shares:
Amount
Per share (1

(M) On February 25,
2005, we
declared a
two-for-one
stock split
effective in the
form of a stock

Table of Contents

Three Months Ended
September 30,
2005 2004
$555,337 $465,539
569,032 405,869
(13,695) 59,670
22,739 23,347
385 404
(601) 180
(36,218) 35,739
(1,781) (2,380)
1,589 717
(36,410) 34,076
5,870 (11,494)
(30,540) 22,582
(1,340) (962)
$ (31,880) $ 21,620
$ (0.33) $ 023
$ (0.33) $ 022

97,754 95,758

97,754 98,930
$ 2,943 $ 1919
$ 0.03 $ 0.02

$

@ &L

“@ &L

Nine Months Ended
September 30,

2005 2004
1,582,895 $1,324,465
1,493,573 1,188,467

89,322 135,998
76,518 70,810
1,157 1,429
(2,334) 60
13,981 63,699
(6,694) (5,840)
4,393 1,166
11,680 59,025
(10,251) (19,478)
1,429 39,547
(2,614) 1,621
(1,185) $ 41,168
(0.01) $ 043
(0.01) $ 0.42
97,496 94,980
97,496 98,848
8,792 $ 5,712
0.09 $ 0.06
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dividend paid

March 31, 2005

to stockholders

of record at the

close of

business on

March 21, 2005.

The above share

and per share

amounts reflect

the impact of

the stock split

for all periods

presented.
The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these financial
statements.
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CHICAGO BRIDGE & IRON COMPANY N.V.

CONDENSED CONSOLIDATED BALANCE SHEETS
(In thousands, except share data)

September
30, December 31,
2005 2004
(Unaudited)
Assets
Cash and cash equivalents $ 227,577 $ 236,390
Accounts receivable, net of allowance for doubtful accounts of $2,608 in 2005
and $726 in 2004 367,629 252,377
Contracts in progress with costs and estimated earnings exceeding related
progress billings 184,962 135,902
Deferred income taxes 28,049 26,794
Other current assets 44,584 33,816
Total current assets 852,801 685,279
Property and equipment, net 132,006 119,474
Non-current contract retentions 7,424 5,635
Deferred income taxes 3,470 3,293
Goodwill 231,052 233,386
Other intangibles 28,189 29,346
Other non-current assets 20,723 26,305
Total assets $ 1,275,665 $ 1,102,718
Liabilities
Notes payable $ 6,812 $ 9,704
Current maturity of long-term debt 25,000 25,000
Accounts payable 204,851 180,362
Accrued liabilities 131,804 89,104
Contracts in progress with progress billings exceeding related costs and
estimated earnings 319,302 169,470
Income taxes payable 7,550
Total current liabilities 687,769 481,190
Long-term debt 25,000 50,000
Other non-current liabilities 94,848 97,155
Minority interest in subsidiaries 6,451 5,135
Total liabilities 814,068 633,480

Table of Contents 6
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Shareholders EquityV

Common stock, Euro .01 par value; shares authorized: 250,000,000 in 2005
and 125,000,000 in 2004; shares issued: 98,407,908 in 2005 and 96,929,168
in 2004; shares outstanding: 98,074,898 in 2005 and 96,831,306 in 2004
Additional paid-in capital

Retained earnings

Stock held in Trust

Treasury stock, at cost; 333,010 in 2005 and 97,862 in 2004

Accumulated other comprehensive loss

Total shareholders equity

Total liabilities and shareholders equity

() On February 25,
2005, we
declared a
two-for-one
stock split
effective in the
form of a stock
dividend paid
March 31, 2005
to stockholders
of record at the
close of
business on
March 21, 2005.
The above share
amounts reflect
the impact of
the stock split
for both periods
presented.

1,146
332,143
174,184
(14,918)

(6,448)
(24,510)

461,597

$ 1,275,665

497

313,337

184,793
(13,425)
(1,495)
(14,469)

469,238

$ 1,102,718

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these financial

statements.
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CHICAGO BRIDGE & IRON COMPANY N.V.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Cash Flows from Operating Activities

Net (loss) income

Adjustments to reconcile net income to net cash provided by operating activities:

Payments related to exit costs

Depreciation and amortization

Long-term incentive plan amortization

Loss on foreign currency hedge ineffectiveness
(Gain) loss on sale of property and equipment

Change in operating assets and liabilities (see below)

Net cash provided by operating activities

Cash Flows from Investing Activities

Cost of business acquisitions, net of cash acquired
Capital expenditures

Proceeds from sale of property and equipment
Net cash used in investing activities

Cash Flows from Financing Activities
(Decrease) increase in notes payable

Repayment of private placement debt

Purchase of treasury stock

Issuance of common stock

Dividends paid

Other

Net cash (used in) provided by financing activities
(Decrease) increase in cash and cash equivalents

Cash and cash equivalents, beginning of the year

Cash and cash equivalents, end of the period

Change in Operating Assets and Liabilities

Table of Contents

Nine Months Ended
September 30,
2005 2004
$ (1,185 $ 41,168
(1,327)
13,340 16,511
2,437 859
2,715
(2,334) 60
34,907 (19,378)
49,880 37,893
(1,828) (10,475)
(26,066) (11,977)
3,860 1,122
(24,034) (21,330)
(2,892) 8,576
(25,000)
(4,956) (1,386)
8,554 12,300
(8,792) (5,712)
(1,573)
(34,659) 13,778
(8,813) 30,341
236,390 112,918
$ 227,577 $143,259
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Increase in receivables, net $(115,252)
Decrease in contracts in progress, net 100,772
(Increase) decrease in non-current contract retentions (1,789)
Increase (decrease) in accounts payable 24,489
(Increase) decrease in other current assets (9,526)
(Decrease) increase in income taxes payable and deferred income taxes 613
Increase (decrease) in accrued and other non-current liabilities 29,752
Decrease (increase) in other 5,848
Total $ 34,907

$ (30,079)
13,028
2,022
(14,644)
7,193
7,014
(662)
(3,250)

$ (19,378)

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these financial

statements.
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CHICAGO BRIDGE & IRON COMPANY N.V.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
September 30, 2005
(in thousands, except per share data)
(Unaudited)
1. Significant Accounting Policies
Basis of Presentation The accompanying unaudited condensed consolidated financial statements for Chicago Bridge &
Iron Company N.V. ( CB&I ) have been prepared pursuant to the rules and regulations of the U.S. Securities and
Exchange Commission. In the opinion of management, our unaudited condensed consolidated financial statements
include all adjustments, which are of a normal recurring nature, necessary for a fair presentation of our financial
position as of September 30, 2005, our results of operations for each of the three-month and nine-month periods ended
September 30, 2005 and 2004, and our cash flows for each of the nine-month periods ended September 30, 2005 and
2004. The condensed consolidated balance sheet at December 31, 2004 is derived from the December 31, 2004
audited consolidated financial statements. Although management believes the disclosures in these financial statements
are adequate to make the information presented not misleading, certain information and footnote disclosures normally
included in annual financial statements prepared in accordance with accounting principles generally accepted in the
United States of America have been condensed or omitted pursuant to the rules and regulations of the Securities and
Exchange Commission. The results of operations and cash flows for the interim periods are not necessarily indicative
of the results to be expected for the full year. The accompanying unaudited interim condensed consolidated financial
statements should be read in conjunction with our consolidated financial statements and notes thereto included in our
2004 Annual Report on Form 10-K.
Restatement of Quarterly Information We recently concluded that certain errors in our financial statements for the
second quarter of 2005 related to accounting for project segmentation/intercompany eliminations, project cost
estimates not updated, and derivatives required correction. The errors were not material to prior year financial
statements. We have restated our second quarter 2005 financial statements. The impact of restating our second quarter
was a reduction of $6.2 million of net income or $0.06 per share.
The segmentation/intercompany eliminations error was the result of allocating portions of one contract to different
business units within the Company at differing profit margin rates and without eliminating intercompany profits. U.S.
GAAP requires that a single contract be recorded unless specific criteria have been met, at the overall contract margin
rate. For project cost estimates we found that a project subcontractor cost forecast had not been updated for changes
from a lump sum contract to a higher cost time and materials contract. With respect to the accounting for derivatives,
losses were incurred on certain foreign currency derivatives used to hedge certain material purchases where hedge
effectiveness was lost due to extended delays in the actual purchase of the materials. U.S. GAAP requires immediate
recognition of the loss or gain on the derivative in these circumstances and the offsetting gain or loss on the material
purchase being hedged is recognized over the life of the project as an adjustment to the overall project margin.
Revenue Recognition Revenue is primarily recognized using the percentage-of-completion method. A significant
portion of our work is performed on a fixed-price or lump-sum basis. The balance of our work is performed on
variations of cost reimbursable and target price approaches. Contract revenue is accrued based on the percentage that
actual costs-to-date bear to total estimated costs. We utilize this cost-to-cost approach as we believe this method is less
subjective than relying on assessments of physical progress. We follow the guidance of the Statement of Position
81-1, Accounting for Performance of Construction-Type and Certain Production-Type Contracts, for accounting
policies relating to our use of the percentage-of-completion method, estimating costs, revenue recognition and
unapproved change order/claim recognition. The use of estimated cost to complete each contract, while the most
widely recognized method used for percentage-of-completion accounting, is a significant variable in the process of
determining income earned and is a significant factor in the accounting for contracts. The cumulative impact of
revisions in total cost estimates during the progress of work is reflected in the period in which these changes become
known. Due to the various estimates inherent in our contract accounting, actual results could differ from those
estimates.

Table of Contents 10
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Contract revenue reflects the original contract price adjusted for approved change orders and estimated minimum
recoveries of unapproved change orders and claims. We recognize unapproved change orders and claims to the extent
that related costs have been incurred when it is probable that they will result in additional contract revenue and their
value can be reliably estimated. At September 30, 2005, we had outstanding unapproved change orders/claims
recognized of $47,970, net of reserves, of which $43,500 is associated with a completed project in our Europe, Africa.
Middle East ( EAME ) segment. Regarding the change orders/claims associated with the EAME segment project, we
have received substantial cash advances. While we have received a settlement offer for more than the cash received
through September 30, 2005, we believe our net exposure is approximately $11,075, which represents the contract
price less cash received to date. If in the future we determine collection of the $43,500 of unapproved change
orders/claims is not probable, it would result in a charge to earnings in the period such determination is made. Net
outstanding unapproved change orders/claims recognized as of December 31, 2004 were $46,133.
Losses expected to be incurred on contracts in progress are charged to earnings in the period such losses are known.
Provisions for additional costs associated with contracts projected to be in a significant loss position at September 30,
2005 resulted in $45,830 and $52,399 of charges to earnings in the three and nine month periods ended September 30,
2005. Charges to earnings in the comparable periods of 2004 were $2,103 and $48,403.

6
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Cost and estimated earnings to date in excess of progress billings on contracts in process represent the cumulative
revenue recognized less the cumulative billings to the customer. Any billed revenue that has not been collected is
reported as accounts receivable. Unbilled revenue is reported as contracts in progress with costs and estimated
earnings exceeding related progress billings on the condensed consolidated balance sheets. The timing of when we bill
our customers is generally contingent on completion of certain phases of the work as stipulated in the contract.
Progress billings in accounts receivable at September 30, 2005 and December 31, 2004 include retentions totaling
$45,160 and $36,095, respectively, to be collected within one year. Contract retentions collectible beyond one year are
included in non-current contract retentions on the condensed consolidated balance sheets. Cost of revenue includes
direct contract costs such as material and construction labor, and indirect costs which are attributable to contract
activity.

As discussed under Item 4. Controls and Procedures of this Form 10-Q, management identified certain control
deficiencies in our internal controls relating to project accounting, and as a result, concluded that these deficiencies
constituted a material weakness in our internal control over financial reporting. In light of this material weakness, we
implemented processes and performed additional procedures designed to ensure that the financial statements were
prepared in accordance with accounting principles generally accepted in the United States of America (see Item 4.
Controls and Procedures ).

Foreign Currency The nature of our business activities involves the management of various financial and market risks,
including those related to changes in currency exchange rates. The effects of translating financial statements of foreign
operations into our reporting currency are recognized in shareholders equity in accumulated other comprehensive loss
as cumulative translation adjustment, net of tax, which includes tax credits associated with the translation adjustment.
Foreign currency exchange gains (losses) are included in the condensed consolidated statements of income, and the
losses for the nine months ended 2005 were primarily attributable to the mark-to-market of hedges where it became
probable that their underlying forecasted transaction would not occur within their originally specified periods of time.
Other amounts pertain to foreign currency exchange transactional gains and losses.

New Accounting Standards In December 2004, the Financial Accounting Standards Board ( FASB ) issued Statement
of Financial Accounting Standards ( SFAS ) No. 123(R), Share-Based Payment ( SFAS No. 123(R) ). This standard
requires compensation costs related to share-based payment transactions to be recognized in the financial statements.
Compensation cost will generally be based on the grant-date fair value of the equity or liability instrument issued, and
will be recognized over the period that an employee provides service in exchange for the award. SFAS No. 123(R)
applies to all awards granted for fiscal years beginning after June 15, 2005, to awards modified, repurchased, or
cancelled after that date and to the portion of outstanding awards for which the requisite service has not yet been
rendered. For share-based awards that accelerate the vesting terms based upon retirement, SFAS No. 123(R) requires
compensation cost to be recognized through the date that the employee first becomes eligible for retirement, rather
than upon actual retirement as is currently practiced. SFAS No. 123(R) also requires the benefits of tax deductions in
excess of recognized compensation cost to be reported as a financing cash flow, rather than as an operating cash flow
as required under the current guidelines. We anticipate applying the modified prospective method as prescribed under
SFAS No. 123(R) upon adoption. Pro forma results, which approximate the historical impact of this standard, are
presented under the stock plans heading of this note.

Staff Accounting Bulletin 107 ( SAB 107 ) was issued in March of 2005 and provides guidance on implementing SFAS
No. 123(R). SAB 107 will impact our accounting for stock held in trust upon the adoption of SFAS No. 123(R) as it
requires for share-based payments that could require the employer to redeem the equity instruments for cash that the
redemption amount should be classified outside of permanent equity (temporary equity). While the stock held in trust
contains a put feature back to us, the stock held in trust is presented as permanent equity in our historical financial
statements with an offsetting stock held in trust contra equity account as allowed under existing rules. SAB 107 also
requires that if the share-based payments are based on fair value (which is our case) subsequent increases or decreases
in the fair value do not impact income applicable to common shareholders but temporary equity should be recorded at
fair value with changes in fair value reflected by offsetting impacts recorded directly to retained earnings. As a result,
at adoption of SFAS No. 123(R), we will record $40,324 of redeemable common stock with an offsetting decrease to
additional paid in capital to reflect the fair value of share-based

Table of Contents 12
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payments that could require cash funding by us. Subsequent movements in the fair value of the $40,324 of redeemable
common stock will be recorded to retained earnings. There will be no effect on earnings per share.
In October 2005, the FASB issued FASB Staff Position ( FSP ) FAS 123(R)-2, Practical Accommodation to the
Application of Grant Date as Defined in FAS 123(R) ( FSP 123(R)-2 ). FSP 123(R)-2 provides guidance on the
application of grant date as defined in SFAS No. 123(R). In accordance with this standard, a grant date of an award
exists if a) the award is a unilateral grant and b) the key terms and conditions of the award are expected to be
communicated to an individual recipient within a relatively short time period from the date of approval. We will adopt
this standard when we adopt SFAS No. 123(R), and we do not anticipate that it will have a material impact on our
consolidated financial position, results of operations or cash flows.
In November 2005, the FASB issued FSP FAS 123(R)-3, Transition Election Related to Accounting for the Tax
Effects of Share-Based Payment Awards ( FSP 123(R)-3 ). FSP 123(R)-3 provides an elective alternative method that
establishes a computational component to arrive at the beginning balance of the additional paid-in capital pool related
to employee compensation and a simplified method to determine the subsequent impact of the additional
paid-in-capital pool of employee awards that are fully vested and outstanding upon the adoption of SFAS No. 123(R).
We are currently evaluating this transition method.
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 ). SFAS No. 154 replaces APB Opinion No. 20,

Accounting Changes, and SFAS No. 3, Reporting Accounting Changes in Interim Financial Statements, and changes
the requirements for the accounting for, and reporting of, a change in accounting principles. This statement applies to
all voluntary changes in accounting principles and changes required by an accounting pronouncement in the unusual
instance that the pronouncement does not include specific transition provisions. Under previous guidance, changes in
accounting principle were recognized as a cumulative effect in the net income of the period of the change. SFAS
No. 154 requires retrospective application of changes in accounting principle, limited to the direct effects of the
change, to prior periods financial statements, unless it is impracticable to determine either the period specific effects
or the cumulative effect of the change. Additionally, this Statement requires that a change in depreciation,
amortization or depletion method for long-lived, nonfinancial assets be accounted for as a change in accounting
estimate affected by a change in accounting principle and that correction of errors in previously issued financial
statements should be termed a restatement. The provisions in SFAS No. 154 are effective for accounting changes and
corrections of errors made in fiscal years beginning after December 15, 2005. We intend to adopt the disclosure
requirements upon the effective date of the pronouncement. We do not believe that the adoption of this
pronouncement will have a material effect on our consolidated financial position, results of operations or cash flows.
In June 2005, the Emerging Issues Task Force ( EITF ) reached consensus on Issue No. 05-6, Determining the
Amortization Period for Leasehold Improvements ( EITF 05-6 ). EITF 05-6 provides guidance on determining the
amortization period for leasehold improvements acquired in a business combination or acquired subsequent to lease
inception. The guidance in EITF 05-6 will be applied prospectively and is effective for periods beginning after
June 29, 2005. Adoption of this standard is not expected to have a material impact on our consolidated financial
position, results of operations or cash flows.
In October 2005, the FASB issued FSP No. 13-1, Accounting for Rental Costs Incurred During a Construction Period
( FSP 13-1 ). Generally, the staff position requires companies to expense rental costs incurred during a construction
period. FSP 13-1 is effective for fiscal years beginning after December 15, 2005. We do not believe that the adoption
of this pronouncement will have a material effect on our consolidated financial position, results of operations or cash
flows.
Per Share Computations Basic earnings per share ( EPS ) is calculated by dividing net income by the weighted
average number of common shares outstanding for the period, which includes the vested portion of stock held in trust.
Diluted EPS reflects the assumed conversion of dilutive securities, consisting of employee stock options/restricted
shares/performance shares, where performance criteria have been met, and directors deferred fee shares.

8
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The following schedule reconciles the income and shares utilized in the basic and diluted EPS computations:

Three Months Ended Nine Months Ended
September 30, September 30,
2005 2004 2005 2004

Net (loss) income $(31,880) $21,620 $(1,185) $41,168
Weighted average shares outstanding  basic 97,754 95,758 97,496 94,980
Effect of stock options/restricted shares/performance
shares (D 3,066 3,762
Effect of directors deferred fee shareSD 106 106
Weighted average shares outstanding  diluted 97,754 98,930 97,496 98,848
Net (loss) income per share
Basic $ (0.33) $ 023 $ (0.01) $ 043
Diluted (1) $ (0.33) $ 022 $ (0.01) $ 042

(1) The effect of

restricted stock

and

performance

share units,

directors

deferred fee

shares and stock

options were not

included in the

calculation of

diluted earnings

per share for the

2005 periods as

they were

antidilutive due

to the net loss

for the three and

nine months

ended

September 30,

2005.
On February 25, 2005, we declared a two-for-one stock split effective in the form of a stock dividend paid March 31,
2005 to stockholders of record at the close of business on March 21, 2005. All share and per share amounts have been
adjusted for the stock split for all periods presented throughout this Form 10-Q.
Stock Plans We account for stock-based compensation using the intrinsic value method prescribed by Accounting
Principles Board ( APB ) Opinion No. 25, Accounting for Stock Issued to Employees, and related Interpretations.
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Accordingly, compensation cost for stock options is measured as the excess, if any, of the quoted market price of our
stock at the date of the grant over the amount an employee must pay to acquire the stock, subject to any vesting
provisions. Reported net income does not include any compensation expense associated with stock options, but does
include compensation expense associated with restricted stock and performance share awards.
Had compensation expense for the Employee Stock Purchase Plan and Long-Term Incentive Plans been determined
consistent with the fair value method of SFAS No. 123, Share-Based Payment (using the Black-Scholes pricing model
for stock options), our net income and net income per common share would have reflected the following pro forma
amounts:

9
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Three Months Ended Nine Months Ended
September 30, September 30,
2005 2004 2005 2004

Net (loss) income, as reported $(31,880) $21,620 $(1,185) $41,168
Add: Stock-based compensation for restricted stock and
performance share awards included in reported net
income, net of tax (2,506) (87) 1,474 520
Deduct: Stock-based compensation determined under the
fair value method, net of tax 611 (651) (2,898) (2,005)
Pro forma net (loss) income $(33,775) $20,882 $(2,609) $39,683
Basic EPS
As reported $ (0.33) $ 023 $ (0.01) $ 043
Pro forma $ (0.35) $ 022 $ (0.03) $ 042
Diluted EPS
As reported $ (0.33) $ 022 $ (0.01) $ 042
Pro forma $ (0.35) $ 021 $ (0.03) $ 040

Using the Black-Scholes option-pricing model, the fair value of each option grant is estimated on the date of grant
based on the following weighted-average assumptions:

Three Months Ended Nine Months Ended
September 30, September 30,
2005 2004 2005 2004
Risk-free interest rate 3.96% 4.18% 4.13% 3.81%
Expected dividend yield 0.53% 0.58% 0.53% 0.57%
Expected volatility 44.57% 45.95% 44.82% 46.18%
Expected life in years 6 6 6 6

The changes in common stock, additional paid in capital, stock held in trust and treasury stock since December 31,
2004 primarily relate to activity associated with our stock plans. Our common stock also reflects the impact of our
stock split in the form of a stock dividend paid March 31, 2005.

10
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2. Comprehensive (Loss) Income
Comprehensive (loss) income for the three and nine months ended September 30, 2005 and 2004 is as follows:

Three Months Ended Nine Months Ended
September 30, September 30,

2005 2004 2005 2004
Net (loss) income $(31,880) $21,620 $ (1,185) $41,168
Other comprehensive (loss) income, net of tax:
Currency translation adjustment (5,419) 282 (7,070) (1,721)
Change in unrealized loss on debt securities 9 26 64 78
Change in unrealized fair value of cash flow
hedges 5,022 32 (2,940) (838)
Change in minimum pension liability
adjustment (76) 95)
Comprehensive (loss) income $(32,344) $21,960 $(11,226) $38,687

Accumulated other comprehensive loss reported on our balance sheet at September 30, 2005 includes the following,
net of tax: $18,366 of currency translation adjustment loss, $94 of unrealized loss on debt securities, $4,762* of
unrealized fair value loss on cash flow hedges and $1,288 of minimum pension liability adjustments.

* Recorded under the provisions of SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities

( SFAS No. 133 ). Offsetting the unrealized loss on cash flow hedges is an unrealized gain on the underlying
transactions, to be recognized when settled.

3. Goodwill and Other Intangibles

Goodwill

General At September 30, 2005 and December 31, 2004, our goodwill balances were $231,052 and $233,386,
respectively, attributable to the excess of the purchase price over the fair value of assets acquired relative to
acquisitions within our North America and Europe, Africa, Middle East ( EAME ) segments.

The decrease in goodwill primarily relates to the impact of foreign currency translation and a reduction in accordance
with SFAS No. 109, Accounting for Income Taxes, where tax goodwill exceeded book goodwill, partially offset by
the settlement of a contingent earnout obligation associated with our 2000 acquisition of Howe-Baker International
L.L.C.

The change in goodwill by segment for the nine months ended September 30, 2005 is as follows:

North
America EAME Total
Balance at December 31, 2004 $ 204,452 $ 28,934 $ 233,386
Foreign currency translation, tax goodwill in excess of book
goodwill and contingent earnout obligation (823) (1,511) (2,334)
Balance at September 30, 2005 $ 203,629 $ 27,423 $ 231,052

Impairment Testing SFAS No. 142, Goodwill and Other Intangible Assets, states that goodwill and indefinite-lived
intangible assets are no longer amortized to earnings, but instead are reviewed for impairment at least annually via a
two-phase process, absent any indicators of impairment. The first phase screens for impairment, while the second
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phase (if necessary) measures impairment. We have elected to perform our annual analysis during the fourth quarter of
each year based upon goodwill and indefinite-lived intangible balances as of the beginning of the fourth
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quarter. Although no indicators of impairment have been identified during 2005, there can be no assurance that future
goodwill or other intangible asset impairment tests will not result in a charge to earnings.

Other Intangible Assets

In accordance with SFAS No. 142, the following table provides information concerning our other intangible assets for

the periods ended September 30, 2005 and December 31, 2004:

Amortized intangible assets

Technology (5 to 10 years)

Non-compete agreements (8 years)

Strategic alliances, customer contracts, patents
(5 to 11 years)

Total
Unamortized intangible assets

Tradenames
Minimum Pension Liability Adjustment

September 30, 2005
Gross
Carrying Accumulated
Amount Amortization
$ 4914 $  (3,901)

3,100 (1,900)

2,564 (1,444)
$ 10,578 $ (7,245
$ 24,717

139

$ 24,856

The change in other intangibles relates to additional amortization expense.

4. Financial Instruments

December 31, 2004
Gross
Carrying Accumulated
Amount Amortization
$ 4914 $  (3.261)
3,100 (1,600)
2,564 (1,227)
$ 10,578 $ (6,088)
$ 24,717
139
$ 24,856

Forward Contracts At September 30, 2005, our forward contracts to hedge intercompany loans and certain operating

exposures are summarized as follows:

Currency Sold Currency Purchased
Forward contracts to hedge intercompany loans: (2

Euro U.S. Dollar

U.S. Dollar British Pound

U.S. Dollar Canadian Dollar

U.S. Dollar South African Rand

U.S. Dollar Australian Dollar

Forward contracts to hedge certain operating exposures: )

U.S. Dollar Euro

British Pound U.S. Dollar

U.S. Dollar South African Rand
British Pound Euro

(1) Represents
notional U.S.

Table of Contents

Contract

Amount D

$ 13,675
$ 14,782
$ 8,044
$ 3,258
$ 16,726

$ 58914
$ 45,045

$

1,480

£132,815

Weighted
Average
Contract Rate

0.80
0.55
1.19
6.31
1.30

0.80
0.55
6.62
1.39

20



dollar
equivalent at
inception of
contract, with
the exception of
forward
contracts to sell
132,815 British
Pounds for
184,312 Euros.
These contracts
are denominated
in British
Pounds and
equate to
approximately
$234,963 at
September 30,
2005.
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3

These contracts,
for which we do
not seek hedge
accounting
treatment under
SFAS No. 133,
generally mature
within seven days
of quarter-end and
are
marked-to-market
through cost of
revenue within the
condensed
consolidated
income statement,
generally
offsetting any
translation
gains/losses of the
underlying
transactions.

Contracts, which
hedge foreign
currency exposure
of forecasted
transactions and
firm
commitments,
mature within
three years of
quarter-end and
were designated as
cash flow hedges
under SFAS
No. 133. Certain
of these hedges
became
ineffective as it
became probable
that their
underlying
forecasted
transaction would
not occur within
their originally
specified periods
of time. The loss
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associated with
these instruments
change in fair
value totaled
$2,715 and was
recognized within
cost of revenue in
the condensed
consolidated
statement of
income for the
nine months ended
September 30,
2005. At
September 30,
2005, the total
notional amount
exceeded the total
present value of
these contracts by
$9,518, net,
including the
foreign currency
exchange loss
related to
ineffectiveness. Of
the total
mark-to-market,
$1,242 was
recorded in other
current assets,
$868 was recorded
in other
non-current assets,
$8,145 was
recorded in
accrued liabilities
and $3,483 was
recorded in other
non-current
liabilities on the
condensed
consolidated
balance sheet. The
total unrealized
fair value loss on
cash flow hedges
recorded in
accumulated other
comprehensive
loss and totaling
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$4.762, net of tax

of $2,041, is

expected to be

reclassified to

earnings in the

fourth quarter of

2005 and during

2006 due to

settlement of the

related contracts.

If the

counterparties to

the exchange

contracts do not

fulfill their

obligations to

deliver the

contracted

currencies, we

could be at risk for

any currency

related

fluctuations.
5. Retirement Benefits
We previously disclosed in our financial statements for the year ended December 31, 2004, that in 2005 we expected
to contribute $5,166 and $2,103 to our defined benefit and other postretirement plans, respectively. The following
table provides contribution information for our defined benefit and postretirement plans as of September 30, 2005:

Other
Defined Postretirement
Benefit
Plans Benefits
Contributions made through September 30, 2005 $ 3,475 $ 967
Remaining contributions expected for 2005 1,043 367
Total contributions expected for 2005 $ 4,518 $ 1,334
Components of Net Periodic Benefit Cost
Defined Other Postretirement
Benefit Plans Benefits

Three months ended September 30, 2005 2004 2005 2004
Service cost $ 1,133 $ 1,378 $ 369 $ 316
Interest cost 1,371 1,202 541 490
Expected return on plan assets (1,641) (1,383)
Amortization of prior service costs 6 4 67) (67)
Recognized net actuarial loss 38 72 116 65
Net periodic benefit cost $ 907 $ 1,273 $ 959 $ 804
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Nine months ended September 30,
Service cost

Interest cost

Expected return on plan assets
Amortization of prior service costs
Recognized net actuarial loss

Net periodic benefit cost
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2005
$ 3,556
4,237
(5,055)
17
114

$ 2,869

13

2004
$ 4218
2,003
(2,408)
12
213

$ 4,038

2005
$ 1,107
1,631

(201)
350

$ 2,887

2004
$ 948
1,471

(201
195

$ 2,413

)
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6. Segment Information

We manage our operations by four geographic segments: North America; Europe, Africa, Middle East; Asia Pacific;
and Central and South America. Each geographic segment offers similar services.

The Chief Executive Officer evaluates the performance of these four segments based on revenue and income from
operations. Each segment s performance reflects the allocation of corporate costs, which were based primarily on
revenue. Intersegment revenue was not material.

Three Months Ended Nine Months Ended
September 30, September 30,

2005 2004 2005 2004
Revenue
North America $340,127 $263,054 $1,000,327 $ 762,856
Europe, Africa, Middle East 129,055 144,516 370,874 362,664
Asia Pacific 64,902 38,182 153,817 139,514
Central and South America 21,253 19,787 57,877 59,431
Total revenue $555,337 $465,539 $1,582,895 $1,324,465
(Loss) income from operations
North America $ (17,059) $ 22,525 $ 23,617 $ 47,380
Europe, Africa, Middle East (26,024) 8,879 (22,074) 4,180
Asia Pacific 4,324 1,088 7,050 3,638
Central and South America 2,541 3,247 5,388 8,501
Total (loss) income from operations $ (36,218) $ 35,739 $ 13,981 $ 63,699

7. Commitments and Contingencies

We have been and may from time to time be named as a defendant in legal actions claiming damages in connection

with engineering and construction projects and other matters. These are typically claims that arise in the normal

course of business, including employment-related claims and contractual disputes or claims for personal injury or
property damage which occur in connection with services performed relating to project or construction sites.

Contractual disputes normally involve claims relating to the timely completion of projects, performance of equipment,
design or other engineering services or project construction services provided by our subsidiaries. Management does

not currently believe that pending contractual, personal injury or property damage claims will have a material adverse
effect on our earnings or liquidity.

Antitrust Proceedings In October 2001, the U.S. Federal Trade Commission (the FTC orthe Commission ) filed an
administrative complaint (the Complaint ) challenging our February 2001 acquisition of certain assets of the
Engineered Construction Division of Pitt-Des Moines, Inc. ( PDM ) that we acquired together with certain assets of the
Water Division of PDM (The Engineered Construction and Water Divisions of PDM are hereafter sometimes referred

to as the PDM Divisions ). The Complaint alleged that the acquisition violated Federal antitrust laws by threatening to
substantially lessen competition in four specific business lines in the United States: liquefied nitrogen, liquefied

oxygen and liquefied argon (LIN/LOX/LAR) storage tanks; liquefied petroleum gas (LPG) storage tanks; liquefied
natural gas (LNG) storage tanks and associated facilities; and field erected thermal vacuum chambers (used for the
testing of satellites) (the Relevant Products ).

On June 12, 2003, an FTC Administrative Law Judge ruled that our acquisition of PDM assets threatened to
substantially lessen competition in the four business lines identified above and ordered us to divest within 180 days of
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a final order all physical assets, intellectual property and any uncompleted construction contracts of the PDM
Divisions that we acquired from PDM to a purchaser approved by the FTC that is able to utilize those assets as a
viable competitor.
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We appealed the ruling to the full Federal Trade Commission. In addition, the FTC Staff appealed the sufficiency of
the remedies contained in the ruling to the full Federal Trade Commission. On January 6, 2005, the Commission
issued its Opinion and Final Order. According to the FTC s Opinion, we would be required to divide our industrial
division, including employees, into two separate operating divisions, CB&I and New PDM, and to divest New PDM
to a purchaser approved by the FTC within 180 days of the Order becoming final. By order dated August 30, 2005, the
FTC issued its final ruling substantially denying our petition to reconsider and upholding the Final Order as modified.
We believe that the FTC s Order and Opinion are inconsistent with the law and the facts presented at trial, in the
appeal to the Commission, as well as new evidence following the close of the record. We have filed a petition for
review of the FTC Order and Opinion with the United States Court of Appeals for the Fifth Circuit. We are not
required to divest any assets until we have exhausted all appeal processes available to us, including the United States
Supreme Court. Because (i) the remedies described in the Order and Opinion are neither consistent nor clear, (ii) the
needs and requirements of any purchaser of divested assets could impact the amount and type of possible additional
assets, if any, to be conveyed to the purchaser to constitute it as a viable competitor in the Relevant Products beyond
those contained in the PDM Divisions, and (iii) the demand for the Relevant Products is constantly changing, we have
not been able to definitively quantify the potential effect on our financial statements. The divested entity could
include, among other things, certain fabrication facilities, equipment, contracts and employees of CB&I. The remedies
contained in the Order, depending on how and to the extent they are ultimately implemented to establish a viable
competitor in the Relevant Products, could have an adverse effect on us, including the possibility of a potential
write-down of the net book value of divested assets, a loss of revenue relating to divested contracts and costs
associated with a divestiture.
Securities Class Action As previously announced, a class action shareholder lawsuit was filed on February 17, 2006
against us, Gerald M. Glenn, Robert B. Jordan, and Richard E. Goodrich in the United States District Court for the
Southern District of New York entitled Welmon v. Chicago Bridge & Iron Co. NV, et al. (No. 06 CV 1283). The
complaint was filed on behalf of a purported class consisting of all those who purchased or otherwise acquired our
securities from March 9, 2005 through February 3, 2006 and were damaged thereby.
The action asserts claims under the U.S. securities laws and alleges, among other things, that we materially overstated
our financial results during the class period by misapplying percentage-of-completion accounting and did not follow
our publicly stated revenue recognition policies.
Since the initial lawsuit, eleven other suits containing substantially similar allegations and with similar, but not exactly
the same, class periods have been filed and have been consolidated in the Southern District of New York.
Under the initial scheduling order, a single Consolidated Amended Complaint is to be filed on or before June 19,
2006. Although we believe that we have meritorious defenses to the claims made in each of the above actions and
intend to contest them vigorously, we do not anticipate filing a response until such time as the Consolidated Amended
Complaint is filed.
Asbestos Litigation We are a defendant in lawsuits wherein plaintiffs allege exposure to asbestos due to work we may
have performed at various locations. We have never been a manufacturer, distributor or supplier of asbestos products.
As of September 30, 2005, we have been named a defendant in lawsuits alleging exposure to asbestos involving
approximately 2,829 plaintiffs, and of those claims, approximately 471 claims were pending and 2,358 have been
closed through dismissals or settlements. As of September 30, 2005, the claims alleging exposure to asbestos that have
been resolved have been dismissed or settled for an average settlement amount per claim of approximately one
thousand dollars. With respect to unasserted asbestos claims, we cannot identify a population of potential claimants
with sufficient certainty to determine the probability of a loss and to make a reasonable estimate of liability, if any.
We review each case on its own merits and make accruals based on the probability of loss and our ability to estimate
the amount of liability and related expenses, if any. We do not currently believe that any unresolved asserted claims
will have a material adverse effect on our future results of operations or financial
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position and at September 30, 2005, we had accrued $1,261 for liability and related expenses. We are unable to
quantify estimated recoveries for recognized and unrecognized contingent losses, if any, that may be expected to be
recoverable through insurance, indemnification arrangements or other sources because of the variability in the
coverage amounts, deductibles, limitations and viability of carriers with respect to our insurance policies for the years
in question.
Other We were served with a subpoena for documents on August 15, 2005 by the Securities and Exchange
Commission in connection with its investigation titled In the Matter of Halliburton Company, File No. HO-9968,
relating to an LNG construction project on Bonny Island, Nigeria, where we served as one of several subcontractors to
a Halliburton affiliate. We are cooperating fully with such investigation.
Environmental Matters Our operations are subject to extensive and changing U.S. federal, state and local laws and
regulations, as well as laws of other nations, that establish health and environmental quality standards. These
standards, among others, relate to air and water pollutants and the management and disposal of hazardous substances
and wastes. We are exposed to potential liability for personal injury or property damage caused by any release, spill,
exposure or other accident involving such substances or wastes.
In connection with the historical operation of our facilities, substances which currently are or might be considered
hazardous were used or disposed of at some sites that will or may require us to make expenditures for remediation. In
addition, we have agreed to indemnify parties to whom we have sold facilities for certain environmental liabilities
arising from acts occurring before the dates those facilities were transferred. We are not aware of any manifestation by
a potential claimant of its awareness of a possible claim or assessment with respect to any such facility.
We believe that we are currently in compliance, in all material respects, with all environmental laws and regulations.
We do not anticipate that we will incur material capital expenditures for environmental controls or for investigation or
remediation of environmental conditions during the remainder of 2005 or 2006.
8. Income Taxes
The year to date rate increase compared with 2004 was primarily due to the U.S./non-U.S. income mix, the
establishment of valuation allowances against foreign losses primarily generated from the EAME segment projects,
recording of tax reserves, provision to tax return adjustments and foreign withholding taxes.
9. Financing Arrangements
We entered into an amended and restated credit agreement (the Credit Agreement ) dated as of May 12, 2005 with
JPMorgan Chase Bank, N.A., as administrative agent and Bank of America, N.A., as syndication agent. The Credit
Agreement is a committed and unsecured five-year revolving credit agreement with an aggregate capacity of
$600,000, which may be increased to $700,000. The Credit Agreement amended and restated our previous three-year
and five-year credit agreements, each dated as of August 22, 2003.
The Credit Agreement provides for a $600,000 revolving loan facility, the entire amount of which is available to issue
performance letters of credit and/or up to $350,000 of which is available for revolving loans for general corporate
purposes, including working capital purposes and financing permitted acquisitions, and to issue financial letters of
credit. The Credit Agreement expires and is repayable on May 12, 2010.
The Credit Agreement contains certain restrictive covenants, including a minimum fixed charge coverage ratio and a
minimum net worth level, among other restrictions. The Credit Agreement also places restrictions on us with regard to
subsidiary indebtedness, sales of assets, liens, investments, type of business conducted, and mergers and acquisitions,
among other restrictions. In addition to interest on debt borrowings, we are assessed quarterly commitment fees on the
unutilized portion of the credit facility as well as letter of credit fees on outstanding instruments. The interest, letter of
credit fee and commitment fee percentages are based upon our quarterly leverage ratio.
Waivers to the Credit Agreement As a result of a delay in furnishing financial information for the quarter ended
September 30, 2005, we would have been in technical default of covenants related to our revolving credit facility and
our senior notes, had waivers not been obtained. On November 14, 2005, we obtained waivers from the bank group
and senior noteholders, extending the deadline of our quarterly financial submissions until January 13, 2006. On
January 13, 2006, we obtained waivers from the bank group and senior noteholders which extended the deadline until
April 1, 2006. On March 30, 2006, we obtained waivers from the bank group and senior noteholders which
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extended the deadline of our quarterly and fiscal year end 2005 and first quarter 2006 financial submissions until

May 31, 2006. On May 31, 2006, we obtained waivers from the bank group and senior noteholders which extended

the deadline of our quarterly and fiscal year end 2005 and first quarter 2006 financial submissions until June 16, 2006

and extended the deadline for providing a three year budget until September 30, 2006. Upon obtaining these waivers,

we were in compliance with all debt covenants at September 30, 2005.

10. Subsequent Events

Senior Executive Changes In February 2006, our Supervisory Board announced the terminations of Gerald M. Glenn

as Chairman, President and Chief Executive Officer, and Robert B. Jordan as Executive Vice President and Chief

Operating Officer, effective February 3, 2006. The Supervisory Board elected Philip K. Asherman as President and

Chief Executive Officer and Jerry H. Ballengee as non-executive Chairman. On February 14, 2006, Richard A. Byers

resigned as Vice President and acting Chief Financial Officer and Richard E. Goodrich was named acting Chief

Financial Officer.

Dutch Court Proceedings On February 13, 2006, Gerald M. Glenn filed suit against us in the Dutch courts seeking
reinstatement to his positions as a member of the Supervisory Board of CB&I and as a member of the Managing

Board of Directors of Chicago Bridge & Iron Company B.V. ( B.V. ), our indirect wholly-owned subsidiary. Mr. Glenn

did not seek to be reappointed as Chairman, President and CEQO.

We agreed to provide Mr. Glenn, in his capacity as a member of the CB&I and B.V. Boards, certain documents and

information related to our Audit Committee inquiry and, in accordance with his corporate duties and responsibilities

as a Board member, the same documents and information that have been made available to the other members of the

CB&I and B.V. Boards.

The suit against us in the Dutch courts was dismissed on March 3, 2006.

On May 2, 2006, we executed an Agreement and Mutual Release with Mr. Glenn (see exhibit 10.5 to this Form 10-Q).
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Item 2 Management s Discussion and Analysis of Financial Condition
and Results of Operations

The following Management s Discussion and Analysis of Financial Condition and Results of Operations is provided to
assist readers in understanding our financial performance during the periods presented and significant trends which
may impact our future performance. This discussion should be read in conjunction with our condensed consolidated
financial statements and the related notes thereto included elsewhere in this quarterly report.
We are a global engineering, procurement and construction ( EPC ) company serving customers in a number of key
industries including oil and gas; petrochemical and chemical; power; water and wastewater; and metals and mining.
We have been helping our customers produce, process, store and distribute the world s natural resources for more than
100 years by supplying a comprehensive range of engineered steel structures and systems. We offer a complete
package of design, engineering, fabrication, procurement, construction and maintenance services. Our projects include
hydrocarbon processing plants, liquefied natural gas ( LNG ) terminals and peak shaving plants, offshore structures,
pipelines, bulk liquid terminals, water storage and treatment facilities, and other steel structures and their associated
systems. We have been continuously engaged in the engineering and construction industry since our founding in 1889.
Recent Developments
Audit Committee Inquiry
In October 2005, and in connection with the preparation of o