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PART I. FINANCIAL INFORMATION

ITEM1. FINANCIAL STATEMENTS
INVITROGEN CORPORATION

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except par value and share data)

March 31, December 31,

2006 2005
(Unaudited)
ASSETS
Current Assets:
Cash and cash equivalents $ 479,982 $ 435,230
Short-term investments 230,992 310,510
Restricted cash and investments 4,650 6,132
Trade accounts receivable, net of allowance for doubtful accounts of $5,176 and $5,368, respectively 195,056 194,942
Inventories 145,786 136,753
Deferred income tax assets 39,958 35,147
Prepaid expenses 16,418 16,972
Other current assets 16,539 15,510
Total current assets 1,129,381 1,151,196
Long-term investments 27 187
Property and equipment, net 280,531 278,447
Goodwill 1,882,477 1,866,288
Intangible assets, net 468,589 490,996
Deferred income tax assets 5,442 4,306
Other assets 84,053 85,629
Total assets $3,850,500 $ 3,877,049
LIABILITIES AND STOCKHOLDERS EQUITY
Current Liabilities:
Current portion of long-term debt $ 189,745 $ 234,246
Accounts payable 81,972 85,335
Accrued expenses and other current liabilities 124,381 159,009
Income taxes 44,448 32,987
Total current liabilities 440,546 511,577
Long-term debt 1,151,902 1,151,923
Pension liabilities 19,934 16,431
Deferred income tax liabilities 132,738 141,432
Other long-term obligations, deferred credits and reserves 13,279 13,892
Total liabilities 1,758,399 1,835,255
Commitments and contingencies (Note 8)
Stockholders Equity:
Preferred stock; $0.01 par value, 6,405,884 shares authorized; no shares issued or outstanding
Common stock; $0.01 par value, 125,000,000 shares authorized; 58,526,504 and 58,289,752 shares issued,
respectively 585 583
Additional paid-in-capital 2,166,353 2,158,565
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Deferred compensation (16,023)
Accumulated other comprehensive (loss) income 9,412) (16,688)
Retained earnings 155,595 136,377
Less cost of treasury stock: 5,331,562 shares at March 31, 2006 and December 31, 2005 (221,020) (221,020)
Total stockholders equity 2,092,101 2,041,794
Total liabilities and stockholders equity $3,850,500 $ 3,877,049

The accompanying notes are an integral part of these condensed consolidated financial statements.
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INVITROGEN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(In thousands, except per share data)

For the Three Months
Ended March 31,
2006 2005
(Unaudited)
Revenues $309,004 $277,081
Cost of revenues 119,347 106,422
Gross profit 189,657 170,659
Operating Expenses:
Sales and marketing 60,191 48,480
General and administrative 39,422 30,004
Research and development 28,900 21,241
Purchased intangibles amortization 29,952 25,901
Purchased in-process research and development 1,200
Business consolidation costs 2,131
Total operating expenses 160,596 126,826
Operating income 29,061 43,833
Other income (expense):
Interest income 6,466 5,876
Interest expense (8,369) (7,258)
Other income, net 454 25,673
Total other income (expense), net (1,449) 24,291
Income before provision for income taxes 27,612 68,124
Income tax provision (8,394) (21,050)
Net income $ 19218 $ 47,074
Earnings per common share:
Basic $ 036 $ 091
Diluted $ 035 $ 0.82
Weighted average shares used in per share calculation:
Basic 53,000 51,455
Diluted 54,822 60,229

The accompanying notes are an integral part of these condensed consolidated financial statements.
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INVITROGEN CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

For the Three Months

Ended March 31,
2006 2005
(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 19,218 $ 47,074
Adjustments to reconcile net income to net cash provided by operating activities, net of effects of businesses
acquired and divested:

Depreciation 10,019 9,247

Amortization of intangible assets 30,455 26,897

Amortization of deferred debt issue costs 597 870

Amortization of premiums on investments, net of accretion of discounts (1,339) 1,926

Share-based compensation 12,045 1,525

Incremental tax benefits from stock options exercised (1,485)

Deferred income taxes (15,510) (6,094)
In-process research and development 1,200

Other non-cash adjustments 3,528 2,088

Changes in operating assets and liabilities:

Trade accounts receivable 910 (14,901)
Inventories (12,036) 2,914)
Prepaid expenses and other current assets (428) 6,028

Other assets 895 (2,404)
Accounts payable (3,557) (3,953)
Accrued expenses and other current liabilities (25,576) (22,006)
Income taxes 15,443 18,427

Net cash provided by operating activities 33,179 63,010

CASH FLOWS FROM INVESTING ACTIVITIES:

Maturities of available-for-sale securities 82,980 598,088
Purchases of available-for-sale securities (134,692)
Net cash paid for business combinations (19,057) (63,243)
Purchases of property and equipment (14,191) (11,865)
Payments for intangible assets (6,058) (253)
Net cash provided by investing activities 43,674 388,035

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from long-term obligations 700

Principal payments on long-term obligations (45,098) (10,881)
Proceeds from sale of common stock 10,287 19,076

Incremental tax benefits from stock options exercised 1,485

Net cash (used in) provided by financing activities (33,326) 8,895

Effect of exchange rate changes on cash 1,225 (17,552)
Net increase in cash and cash equivalents 44,752 442,388

Cash and cash equivalents, beginning of period 435,230 198,396
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Cash and cash equivalents, end of period $479,982 $ 640,784

The accompanying notes are an integral part of these condensed consolidated financial statements.
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INVITROGEN CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.  Basis of Presentation
Financial Statement Preparation

The unaudited condensed consolidated financial statements have been prepared by Invitrogen Corporation according to the rules and regulations
of the Securities and Exchange Commission (SEC), and therefore, certain information and disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the United States have been condensed or omitted.

In the opinion of management, the accompanying unaudited condensed consolidated financial statements for the periods presented reflect all
adjustments, which are normal and recurring, necessary to fairly state the financial position, results of operations and cash flows. These
unaudited condensed consolidated financial statements should be read in conjunction with the audited financial statements included in our
Annual Report on Form 10-K for the fiscal year ended December 31, 2005 filed with the Securities and Exchange Commission (SEC) on
March 1, 2006.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates. During the three months ended March 31, 2006, the Company revised its estimated royalty obligation due to retroactive changes
made to certain licensing agreements.

Principles of Consolidation

The condensed consolidated financial statements include the accounts of Invitrogen Corporation and its majority owned or controlled
subsidiaries collectively referred to as Invitrogen (the Company). All significant intercompany accounts and transactions have been eliminated.

Long-Lived Assets

The Company periodically re-evaluates the original assumptions and rationale utilized in the establishment of the carrying value and estimated
lives of its long-lived assets. The criteria used for these evaluations include management s estimate of the asset s continuing ability to generate
income from operations and positive cash flow in future periods as well as the strategic significance of any intangible asset to the Company s
business objectives. If assets are considered to be impaired, the impairment recognized is the amount by which the carrying value of the assets
exceeds the fair value of the assets, which is determined by applicable market prices, when available.

Computation of Earnings Per Share

Basic earnings per share was computed by dividing net income by the weighted average number of common shares outstanding during the
period. Diluted earnings per share reflects the potential dilution that could occur from the following items:

Convertible subordinated notes and contingently convertible notes where the effect of those securities is dilutive;

Dilutive stock options; and

Unvested restricted stock
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Computations for basic and diluted earnings per share are as follows:
Income Earnings
Shares
(in thousands, except per share data) (Numerator) (Denominator) Per Share
Three Months Ended March 31, 2006
Basic earnings per share:
Net income $ 19,218 53,000 $ 036
Diluted earnings per share:
Dilutive stock options 841
Unvested restricted stock 82
2% Convertible Senior Notes due 2023 117 610
1 /2% Convertible Senior Notes due 2024 72 289
Net income plus assumed conversions $ 19,407 54,822 $ 035
Potentially dilutive securities not included above since they are antidilutive:
Antidilutive stock options 4,184
21/4% Convertible Subordinated Notes due 2006 2,591
Three Months Ended March 31, 2005
Basic earnings per share:
Net income $ 47,074 51,455 $ 091
Diluted earnings per share:
Dilutive stock options 1,461
Unvested restricted stock 175
21/4% Convertible Subordinated Notes due 2006 2,099 5,807
2% Convertible Senior Notes due 2023 190 954
1 /2% Convertible Senior Notes due 2024 93 377
Net income plus assumed conversions $ 49,456 60,229 $ 082
Potentially dilutive securities not included above since they are antidilutive:
Antidilutive stock options 1,318

Share-Based Compensation

The Company has ten stock option plans: the 1995, 1997, 2000, 2001, 2002 and 2004 Invitrogen Corporation stock option plans, the 1996 and

1998 NOVEX Stock Option/Stock Issuance Plans, the Life Technologies 1995 and 1997 Long-Term Incentive Plans. During 2004, the

Company s shareholders approved the 2004 Invitrogen Equity Incentive Plan (the 2004 Plan), which replaced the Company s 1997, 2000, 2001
and 2002 stock option plans (collectively, the Prior Plans). Upon approval of the 2004 Plan, all Prior Plans were frozen and a total of 5.7 million
shares of the Company s common stock were reserved for granting of new awards under the 2004 Plan. The 2004 Plan share reserve includes all
options and other awards that the Company has granted that are still outstanding under the Prior Plans as of December 31, 2005. Pursuant to an
employment agreement entered in May 2003, the Company granted an option to purchase 675,000 shares of the Company s common stock to its
Chief Executive Officer, which is not included in any of the Company s option plans discussed above.

The Company s 2004 Plan permits the granting of stock options, stock appreciation rights, restricted stock awards, restricted stock units,
performance awards and deferred stock awards of up to 10.8 million shares of stock. Shares of the Company s common stock granted under the
2004 Plan in the form of stock options or stock appreciation rights are counted against the 2004 Plan share reserve on a one for one basis. Shares
of the Company s common stock granted under the 2004 Plan as an award other than as an option or as a stock appreciation right are counted
against the 2004 Plan share reserve on a 1.6 shares for each share of common stock basis. Stock option awards are granted to eligible employees
and directors at an exercise price equal to no less than the fair market value of such stock on the date of grant, generally vest over a period of
time ranging up to four years, are exercisable in whole or in installments and expire ten years from the date of grant. Restricted stock awards and
restricted stock units are granted to eligible employees and directors and represent rights to receive shares of common stock at a future date. In
addition, the Company has a qualified employee stock purchase plan ( purchase rights ) whereby eligible employees may elect to withhold up to
15% of their compensation to purchase shares of the Company s stock on a quarterly basis at a discounted price equal to 85% of the lower of the
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employee s offering price or the closing price of the stock on the date of purchase.
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In December 2004, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards No. 123 (revised
2004), Share-Based Payment (SFAS 123R), which revised Statement of Financial Accounting Standards No. 123, Accounting for Stock-Based
Compensation (SFAS 123), supersedes APB Opinion No. 25, Accounting for Stock Issued to Employees (APB 25) and amends Statement of
Financial Accounting Standards No. 95, Statement of Cash Flows (SFAS 95). SFAS 123R establishes the accounting for share-based awards
exchanged for employee services and requires companies to expense the estimated fair value of these awards over the requisite employee service
period. The provisions of SFAS 123R are effective for the Company beginning January 1, 2006. Prior to January 1, 2006, the Company
accounted for its share-based awards under the recognition and measurement principles of APB 25 and its related interpretations and adopted the
disclosure only provision of SFAS 123. Accordingly, no compensation cost was recognized for the employee stock option plan or employee
stock purchase plan under the fair value recognition provisions of SFAS 123. Effective January 1, 2006, the Company adopted the provisions of
SFAS 123R using the modified-prospective-transition method. Under this method, share-based compensation cost is measured at the grant date
based on the estimated fair value of the award and is recognized as expense over the employee s requisite service period for all share-based
awards granted, modified or cancelled as of January 1, 2006. The Company did not have any awards with market or performance conditions
outstanding as of March 31, 2006.

The Company used the Black-Scholes option-pricing model (Black-Scholes model) to value share-based employee stock option and purchase
right awards, which was also used for the Company s pro forma disclosure required under FAS 123 prior to adoption of SFAS 123R on
January 1, 2006. The determination of fair value of stock-based payment awards using an option-pricing model requires the use of certain
estimates and assumptions that affect the reported amount of share-based compensation cost recognized in the Condensed Consolidated
Statements of Income. Among these include the expected term of options, the expected volatility of the Company s stock price, the expected
dividends and the risk-free interest rate.

The expected term of share-based awards represents the weighted-average period the awards are expected to remain outstanding and is an input
in the Black-Scholes model. In determining the expected term of options, the Company considered various factors including the vesting period

of options granted, employees historical exercise and post-vesting employment termination behavior, expected volatility of the Company s stock
and aggregation by homogeneous employee groups. The Company used a combination of the historical volatility of its stock price and the
implied volatility of market-traded options of the Company s stock with terms of up to approximately two years to estimate the expected
volatility assumption input to the Black-Scholes model in accordance with SFAS 123R and the SEC s Staff Accounting Bulletin No. 107 (SAB
107). In prior periods, the Company relied solely on the historical volatility of its stock price for its volatility assumption input to the
Black-Scholes model. The Company s decision to use a combination of historical and implied volatility was based upon the availability of
actively traded options of its stock and its assessment that such a combination was more representative of future expected stock price trends. The
expected dividend yield assumption is based on the Company s expectation of future dividend payouts. The Company has never declared or paid
any cash dividends on its common stock and currently does not anticipate paying such cash dividends. However, this assumption may be subject
to substantial change in the future. The Company currently anticipates that it will retain all of its future earnings for use in the development and
expansion of its business and for general corporate purposes. Any determination to pay dividends in the future will be at the discretion of the
Company s Board of Directors and will depend upon the Company s results of operations, financial condition, tax laws, and other factors as the
Board of Directors, in its discretion, deems relevant. The risk-free interest rate is based upon U.S. Treasury securities with remaining terms
similar to the expected term of the share-based awards.

The underlying assumptions used to value employee stock options and purchase rights granted during the three months ended March 31, 2006
were as follows:

Purchase
Options Rights
Weighted average risk free interest rate 4.56% 4.82%
Expected term of share-based awards 4.2 yrs 1.1 yrs
Expected stock price volatility 35% 35%
Expected dividend yield 0% 0%
Weighted average fair value of share-based awards granted $ 2546 $ 21.29

SFAS 123R 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 permitted under APB 25. As a result, the Company s net operating cash flows decreased by $1.5 million and net
financing cash flows increased by $1.5 million.

The Company is required to estimate forfeitures at the time of grant and revise those estimates in subsequent periods on a cumulative basis in the
period the estimated forfeiture rate changes. The Company considered its historical experience of pre-vesting option forfeitures as the basis to
arrive at its estimated pre-vesting option forfeiture rate of 9% per year for the three

12
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months ended March 31, 2006. All option awards, including those with graded vesting, were valued as a single award with a single average
expected term and are amortized on a straight-line basis over the requisite service period of the awards, which is generally the vesting period. At
March 31, 2006, there was $60.4 million remaining in unrecognized compensation cost related to employee stock options (including stock
options assumed in business combinations), which is expected to be recognized over a weighted average period of 2.0 years. No compensation
cost was capitalized during the three months ended March 31, 2006.

Total share-based compensation expense for employee stock options (including stock options assumed in business combinations) and purchase
rights recognized for the three months ended March 31, 2006 was comprised of the following:

(in thousands, except per share amounts)

Cost of revenues $ 737
Sales and marketing 1,211
General and administrative 7,313
Research and development 1,048
Share-based compensation expense before taxes 10,309
Related income tax benefits 2,374
Share-based compensation expense, net of taxes $ 7,935

Net share-based compensation expense per common share:

Basic $ 0.15

Diluted $ 0.14
The weighted average grant-date fair value of options granted during the three months ended March 31, 2006 was $25.46. The total intrinsic
value of options exercised during the three months ended March 31, 2006 was $4.8 million. Total cash received from the exercise of employee
stock options and purchase rights was $7.7 million and $2.6 million, respectively, for the three months ended March 31, 2006. A summary of
employee stock option activity as of March 31, 2006 and during the quarter then ended is presented below:

Weighted Weighted

Average Average Aggregate
Exercise Remaining Intrinsic
Options Price Per Contractual Value
(in 000 s) Share Term (in 000 s)
Outstanding at December 31, 2005 6,997 $ 58.11
Granted 147 $ 7258
Exercised a71) $ 43.52
Cancelled (193) $ 63.21
Outstanding at March 31, 2006 6,780 $ 5855 75 $ 78,243
Exercisable at March 31, 2006 3,133 $ 53.56 64 $ 51,898

Restricted stock units represent a right to receive shares of common stock at a future date determined in accordance with the participant s award
agreement. There is no exercise price and no monetary payment is required for receipt of restricted stock units or the shares issued in settlement
of the award. Instead, consideration is furnished in the form of the participant s services to the Company. Restricted stock units generally vest
over three to four years. Compensation cost for these awards is based on the estimated fair value on the date of grant and recognized as
compensation expense on a straight-line basis over the requisite service period. Pre-vesting forfeitures were estimated to be approximately 0%
for the three months ended March 31, 2006. For the three months ended March 31, 2006, the Company recognized $1.3 million in share-based
compensation cost related to these restricted stock unit awards. At March 31, 2006, there was $10.4 million remaining in unrecognized
compensation cost related to these awards, which is expected to be recognized over a weighted average period of 2.5 years.

14
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The weighted average grant date fair value of restricted stock units granted during the three months ended March 31, 2006 was $73.05. A
summary of restricted stock activity as of March 31, 2006 and changes during the quarter then ended is presented below:

Outstanding at December 31, 2005
Granted

Exercised

Cancelled

Outstanding at March 31, 2006

Exercisable at March 31, 2006

Restricted
Stock
Units

(in 000 s)
224

15

M

238

Weighted

Average

Remaining

Contractual

Term in Years

8.2

9.1

Aggregate
Intrinsic
Value

(in 000 s)

$ 16,697

$ 592
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During 2004 and 2003, the Company issued 20,000 and 155,000 shares of restricted stock awards, respectively, with a weighted average grant
date fair value of $72.77 for issuances during 2004 and $49.34 for issuances during 2003 to certain executive officers and key employees. The
awards generally vest over four years. Compensation cost for these restricted stock awards is based on the estimated fair value on the date of
grant and recognized as compensation expense on a straight-line basis over the requisite service period. Pre-vesting forfeitures were estimated to
be approximately 0% for the three months ended March 31, 2006. For the three months ended March 31, 2006, the Company recognized $0.5
million in share-based compensation cost related to these restricted stock awards. At March 31, 2006, there was $2.8 million remaining in
unrecognized compensation cost related to these awards, which is expected to be recognized over a weighted average period of 1.5 years.

Weighted
Restricted Average
Stock Awards
Grant Date
(in 000 s) Fair Value
Nonvested at December 31, 2005 97 $ 61.37
Granted

Vested (10) $ 7277
Cancelled (10) $ 58.70
Nonvested at March 31, 2006 77 $ 51.03

Pro Forma Information under FAS 123 for Periods Prior to Fiscal 2006

Prior to adopting the provisions of SFAS 123R, the Company accounted for its employee stock option plans and employee stock purchase plan
under the recognition and measurement principles of APB 25 and the disclosure only provisions of SFAS 123. Accordingly, no compensation
cost has been recognized for the fixed stock option plans or stock purchase plan under the fair value recognition provisions of SFAS 123. The
following table illustrates the effect on net income and earnings per share if the Company had applied the fair value recognition provisions of
SFAS 123 to stock-based employee compensation.

Three Months Ended
(in thousands, except per share data) March 31, 2005
Net income, as reported $ 47,074
Add: Stock-based compensation expense included in reported net income, net of
related tax effects 1,047
Deduct: Stock-based employee compensation expense determined under fair value
based method for all awards, net of related tax effects (9,943)
Pro forma net income $ 38,178
Basic earnings per share:
As reported $ 0.91
Pro forma $ 0.74
Diluted earnings per share:
As reported $ 0.82
Pro forma $ 0.67

The fair value of each option grant and purchase right was estimated on the date of grant using the present value pricing method as described in
SFAS 123. The underlying assumptions used to estimate the fair values of options and purchase rights granted during the three months ended
March 31, 2005 were as follows:

16
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Options
Weighted average risk free interest rate 3.41%
Expected term 4.6 yrs
Expected stock price volatility 40%
Expected dividend yield
Weighted average fair value of share-based awards granted $ 26.16

Purchase
Rights
2.98%
1.1 yrs
40%

$ 22.04

17



Edgar Filing: INVITROGEN CORP - Form 10-Q

Comprehensive Income

Total comprehensive income consists of the following:

For the Three Months
(in thousands) Ended March 31,

2006 2005
Net income, as reported $19,218 $ 47,074
Unrealized gain (loss) on investments, net of related tax effects 1,167 (1,271)
Unrealized gain (loss) on hedging transactions, net of related tax effects (215) 5,163
Minimum pension liability adjustment, net of related tax effects 2
Foreign currency translation adjustment 6,324 (24,437)
Total comprehensive income $ 26,494 $ 26,531

Recent Accounting Pronouncements

In February 2006, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards No. 155, Accounting
for Certain Hybrid Financial Instruments, (SFAS 155) which amends Statement of Financial Accounting Standards No. 133, Accounting for
Derivative Instruments and Hedging Activities, (SFAS 133) and Statement of Financial Accounting Standards No. 140, Accounting for
Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, (SFAS 140). SFAS 155 simplifies the accounting for certain
derivatives embedded in other financial instruments by allowing them to be accounted for as a whole (eliminating the need to bifurcate the
derivative from its host) if the holder elects to account for the whole instrument on a fair value basis. SFAS 155 also clarifies and amends certain
other provisions of SFAS 133 and SFAS 140. SFAS 155 is effective for all financial instruments acquired, issued or subject to a remeasurement
event occurring in fiscal year beginning after September 15, 2006. Earlier adoption is permitted, provided the Company has not yet issued
financial statements, including for interim periods, for that fiscal year. The Company does not believe that the adoption of this statement will
have a material impact on its financial condition, consolidated results of operations or cash flows.

In May 2005, the FASB issued Statement of Financial Accounting Standards No. 154, Accounting for Changes and Error Corrections, (SFAS
154). SFAS 154 requires retrospective application to prior-period financial statements of changes in accounting principles, unless it is
impracticable to do so or a new accounting pronouncement provides specific transition provisions to the contrary. SFAS 154 also provides that a
change in method of depreciating or amortizing a long-lived nonfinancial asset be accounted for as a change in estimate that was effected by a
change in accounting principle and redefines restatement as the revising of previously issued financial statements to reflect the correction of an
error. The Company adopted the provisions of SFAS 154 on January 1, 2006.

Reclassifications

Certain reclassifications of prior year amounts have been made to conform with the current year presentation.

10
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2.  Composition of Certain Financial Statement Items
Investments

Investments consisted of the following:

March 31, December 31,

(in thousands) 2006 2005

(Unaudited)
Short-term
Corporate obligations $ 93,819 $ 132,791
U.S. Treasury and Agency obligations 130,349 156,608
Municipal obligations 3,443
Commercial paper 6,824 17,668
Total short-term investments $ 230,992 $ 310,510
Long-term
Corporate obligations $ $ 171
U.S. Treasury and Agency obligations 12 16
Equity securities 15
Total long-term investments $ 27 $ 187
Total investments $ 231,019 $ 310,697

Inventories
Inventories consisted of the following:
March 31, December 31,

(in thousands) 2006 2005

(Unaudited)
Raw materials and components $ 28,636 $ 20,941
Work in process (materials, labor and overhead) 20,038 17,982
Adjustment to write up acquired inventory to fair value 1,475 3,657
Total work in process 21,513 21,639
Finished goods (materials, labor and overhead) 94,919 93,442
Adjustment to write up acquired inventory to fair value 718 731
Total finished goods 95,637 94,173

$ 145,786 $ 136,753
Property and Equipment

Property and equipment consisted of the following:
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(in thousands)

Land

Building and improvements
Machinery and equipment
Construction in process

Accumulated depreciation and amortization

Goodwill and Other Intangible Assets

Estimated
Useful Life
(in years)

1-50
1-10

March 31,
2006
(Unaudited)
$ 23311
170,231
206,811

43,155

443,508
(162,977)

$ 280,531

December 31,
2005

$ 23,305
163,149
201,836

43,920

432,210
(153,763)

$ 278,447

The $16.2 million increase in goodwill on the condensed consolidated balance sheets from December 31, 2005 to March 31, 2006 was the result
of a $10.8 million in adjustment for prior year acquisitions and $5.4 million in foreign currency translation. The adjustments were primarily

related to additional payments made for the achievement of certain development
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milestones and additional reserves for certain contingent obligations and the termination and relocation of certain employees to other sites.

Intangible assets consisted of the following:

March 31, 2006 (Unaudited) December 31, 2005

Weighted Gross Weighted Gross

Average Carrying Accumulated Average Carrying Accumulated
(in thousands) Life Amount  Amortization Life Amount  Amortization
Amortized intangible assets:
Purchased technology 7 years $747,667 $ (400,876) 7 years $740,374 $ (376,187)
Purchased tradenames and trademarks 7 years 81,083 (46,801) 7 years 88,258 (44,927)
Purchased customer base 10 years 78,212 (30,217) 10 years 78,205 (27,679)
Other intellectual properties 3 years 47,749 (15,679) 3 years 39,595 (14,094)

$954,711 $ (493,573) $946,432 $ (462,887)

Intangible assets not subject to amortization:
Purchased tradenames and trademarks $ 7451 $ 7451

Amortization expense related to intangible assets for the three months ended March 31, 2006 and 2005 was $30.5 million and $26.9 million,
respectively. Estimated aggregate amortization expense is expected to be $109.8 million for the remainder of fiscal year 2006. Estimated
aggregate amortization expense for fiscal years 2007, 2008, 2009 and 2010 is $106.4 million, $70.7 million, $60.2 million and $45.9 million,
respectively.

3.  Other income (expense), net
Other income (expense), net for the three months ended March 31, 2006 and 2005 consisted of the fo