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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not
contained herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part Ill of this Form 10-K or any amendment to this Form 10-K. ~

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 * Accelerated filer x Non-accelerated filer ~

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes " No x

The aggregate market value of the voting and nonvoting common equity held by nonaffiliates as of the last business day of the
registrant s most recently completed second fiscal quarter ended June 30, 2006 was approximately $179 million.

The number of shares of common stock outstanding on January 31, 2007 was 10,295,268.

DOCUMENTS INCORPORATED BY REFERENCE

The following documents are incorporated by reference:

(a) Proxy Statement for the 2007 Annual Meeting of Shareholders (the 2007 Proxy Statement ), incorporated partially in Part |1l
hereof.

FORWARD-LOOKING STATEMENTS AND RISK FACTORS

Certain statements in the Form 10-K and documents incorporated by reference contain forward-looking statements within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended. Any such forward-looking statements involve risks and uncertainties. The Company s future financial results could differ
materially from those anticipated due to the Company s dependence on conditions in the airline industry, the level of new
commercial aircraft orders, production rates for Boeing commercial aircraft, the C-17 aircraft and Apache helicopter rotor blade
programs, the level of defense spending, competitive pricing pressures, manufacturing inefficiencies, start-up costs and possible
overruns on new contracts, technology and product development risks and uncertainties, product performance, risks associated
with acquisitions and dispositions of businesses by the Company, increasing consolidation of customers and suppliers in the
aerospace industry, possible goodwill impairment, availability of raw materials and components from suppliers and other factors
beyond the Company s control. See the Management s Discussion and Analysis of Financial Condition and Results of Operations,
Risk Factors, and other matters discussed in this Form 10-K.
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PART |

ITEM 1. BUSINE

GENERAL

Ducommun Incorporated ( Ducommun or the Company ), through its subsidiaries designs, engineers and manufactures
aerostructure and electromechanical components and subassemblies, and provides engineering, technical and program
management services principally for the aerospace industry. These components, assemblies and services are provided principally
for domestic and foreign commercial and military aircraft as well as space programs.

Domestic commercial aircraft programs include the Boeing 737NG, 747, 767 and 777 and the Eclipse business jet. Foreign
commercial aircraft programs include the Airbus Industrie A330 and A340 aircraft, Bombardier business and regional jets, the
Embraer 145 and 170/190. Major military production programs include the Boeing C-17, F-15 and F-18 and Lockheed Martin F-16
aircraft, and various aircraft and shipboard electronics upgrade programs. Commercial and military helicopter programs include
helicopters manufactured by Boeing (principally the Apache helicopter), Sikorsky, Bell, Augusta and Carson. The Company
continues to support various unmanned launch vehicle and satellite programs, but the Company s contract for the Space Shuttle
external fuel tank was terminated in January 2006. Ducommun is the successor to a business founded in California in 1849, first
incorporated in California in 1907, and reincorporated in Delaware in 1970.

On January 6, 2006, the Company acquired Miltec Corporation ( Miltec ), a privately-owned company based in Huntsville, Alabama
for $46,384,000 (net of cash, including assumed indebtedness and excluding acquisition costs) plus contingent payments not to
exceed $3,000,000. Miltec provides engineering, technical and program management services (including design, development,
integration and test of prototype products) principally for aerospace and military markets. The acquisition was accounted for under
the purchase method of accounting. The cost of the acquisition was allocated on the basis of the estimated fair value of the assets
acquired and liabilities assumed. The acquisition was funded from internally generated cash, notes to the sellers, and borrowings of
approximately $24,000,000 under the Company s credit agreement. The operating results for this acquisition have been included in
the consolidated statements of income since the date of the acquisition.

On May 10, 2006, the Company acquired WiseWave Technologies, Inc. ( WiseWave ), a privately-owned company based in
Torrance, California for $6,827,000 (net of cash, including assumed indebtedness and excluding acquisition costs) plus contingent
payments not to exceed $500,000. WiseWave manufactures microwave and millimeterwave products for both aerospace and
non-aerospace applications. The acquisition was accounted for under the purchase method of accounting. The cost of the
acquisition was allocated on the basis of the estimated fair value of the assets acquired and liabilities assumed. The acquisition
was funded from notes to the sellers, and borrowings of approximately $5,100,000 under the Company s credit agreement. The
operating results for this acquisition have been included in the consolidated statements of income since the date of the acquisition.

On September 1, 2006, the Company acquired CMP Display Systems, Inc. ( CMP ), a privately-owned company based in Newbury
Park, California for $13,804,000 (net of cash acquired and excluding acquisition costs). CMP manufactures incandescent,
electroluminescent and LED edge lit panels and assemblies for the aerospace and defense industries. The
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acquisition was accounted for under the purchase method of accounting. The cost of the acquisition was allocated on the basis of
the estimated fair value of the assets acquired and liabilities assumed. The acquisition was funded from notes to the sellers, and
borrowings of approximately $10,800,000 under the Company s credit agreement. The operating results for this acquisition have
been included in the consolidated statements of income since the date of the acquisition.

In December 2006, the Company shut down the Ducommun Technologies Fort Defiance, Arizona facility (which employed
approximately 46 people at the closure date), and transferred a portion of the business to the Ducommun Technologies Phoenix,
Arizona facility.

PRODUCTS AND SERVICES

Ducommun operates in two business segments: Ducommun AeroStructures, Inc. ( DAS ), engineers and manufactures aerospace
structural components and subassemblies, and Ducommun Technologies, Inc. ( DTI ), designs, engineers and manufactures
electromechanical components and subassemblies, and provides engineering, technical and program management services
principally for the aerospace industry. DAS provides aluminum stretch-forming, titanium hot-forming, machining, composite lay-up,
metal bonding, and chemical milling services principally for domestic and foreign commercial and military aircraft. DTI designs and
manufactures illuminated push button switches and panels, microwave switches and filters, fractional horsepower motors and
resolvers, and mechanical and electromechanical subassemblies, and provides engineering, technical and program management
services. Components and assemblies are provided principally for domestic and foreign commercial and military aircraft as well as
space programs. Engineering, technical and program management services are provided principally for advanced weapons
systems and missile defense.

Business Segment Information

The Company supplies products and services to the aerospace industry. The Company s subsidiaries are organized into two
strategic businesses (DAS and DTI), each of which is a reportable operating segment. The significant accounting policies of the
Company and its two segments are the same except as described in Note 1, Summary of Significant Accounting Policies.

Ducommun AeroStructures, Inc.

retch-Forming. Hot-Forming and Machinin

DAS supplies the aerospace industry with engineering and manufacturing of complex components using stretch-forming and
hot-forming processes and computer-controlled machining. Stretch-forming is a process for manufacturing large, complex structural
shapes primarily from aluminum sheet metal extrusions. DAS has some of the largest and most sophisticated stretch-forming
presses in the United States. Hot-forming is a metal working process conducted at high temperature for manufacturing
close-tolerance titanium components. DAS designs and manufactures the tooling required for the production of parts in both
forming processes. Certain components manufactured by DAS are machined with precision milling equipment, including three
5-axis gantry profile milling machines and five 5-axis numerically-controlled routers to provide computer-controlled machining and
inspection of complex parts up to 100 feet long.
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Mmposi nd Metal Bondin

DAS engineers and manufactures metal, fiberglass and carbon composite aerostructures. DAS produces helicopter main and tail
rotor blades, and adhesive bonded assemblies, including spoilers, winglets, and fuselage structural panels for aircraft.

Chemical Milling

DAS is a major supplier of close tolerance chemical milling services for the aerospace industry. Chemical milling removes material
in specific patterns to reduce weight in areas where full material thickness is not required. This sophisticated etching process
enables DAS to produce lightweight, high-strength designs that would be impractical to produce by conventional means. DAS
offers production-scale chemical milling on aluminum, titanium, steel, nickel-base and super alloys. Jet engine components, wing
leading edges and fuselage skins are examples of products that require chemical milling.

Ducommun Technologies, Inc.

witch nd Rel mponen

DTI develops, designs and manufactures illuminated switches, switch assemblies, keyboard panels, and edge lit panels, used in
many military aircraft, helicopter, commercial aircraft and spacecraft programs. DTI manufactures switches and panels where high
reliability is a prerequisite. DT also develops, designs and manufactures microwave and millimeterwave switches, filters, and other
components used principally on commercial and military aircraft and satellites. In addition, DTI develops, designs and
manufactures high precision actuators, stepper motors, fractional horsepower motors and resolvers principally for space
applications, and microwave and millimeterwave products for certain non-aerospace applications.

Mechanical and Electromechanical mbli

DTl is a leading manufacturer of mechanical and electromechanical subassemblies for the defense electronics and commercial
aircraft markets. DTI has a fully integrated manufacturing capability, including manufacturing engineering, fabrication, machining,
assembly, electronic integration and related processes. DTI s products include sophisticated radar enclosures, gyroscopes and
indicators, aircraft avionics racks, and shipboard communications and control enclosures.

Engineering. Technical and Program Man men rvi

DTI (through its Miltec subsidiary) is a leading provider of missile and aerospace systems design, development, integration and
test. Engineering, technical and program management services are provided principally for advanced weapons systems and
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missile defense.

SALES AND MARKETING

The Company s commercial business is represented on many of today s major commercial aircraft, including the Boeing 737NG,
747,767 and 777, the Airbus A330 and A340 aircraft and the Eclipse business jet. Sales related to commercial business were
approximately 32% of total sales in 2006 and 35% of total sales in 2005. The Company s commercial sales depend substantially on
aircraft manufacturers production rates, which in turn depend upon

10



Edgar Filing: DUCOMMUN INC /DE/ - Form 10-K

deliveries of new aircraft. Deliveries of new aircraft by aircraft manufacturers are dependent on the financial capacity of the airlines
and leasing companies to purchase the aircraft. Sales of commercial aircraft could be affected as a result of changes in new aircraft
orders, or the cancellation or deferral by airlines of purchases of ordered aircraft. The Company s sales for commercial aircraft
programs also could be affected by changes in its customers inventory levels and changes in its customers aircraft production build
rates.

Military components manufactured by the Company are employed in many of the country s front-line fighters, bombers, helicopters
and support aircraft, as well as many sea-based vehicles. Engineering, technical and program management services are provided
principally for United States defense and homeland security programs. The Company s defense business is diversified among a
number of military manufacturers and programs. Sales related to military programs were approximately 66% of total sales in 2006
and 61% of total sales in 2005. In the space sector, the Company continues to support various unmanned launch vehicle and
satellite programs, but the Company s contract for the Space Shuttle external fuel tank was terminated in January 2006. Sales
related to space programs were approximately 2% of total sales in 2006 and 4% of total sales in 2005.

A major portion of sales is derived from United States government defense programs and space programs, subjecting the
Company to various laws and regulations that are more restrictive than those applicable to the private sector. These defense and
space programs could be adversely affected by reductions in defense spending and other government budgetary pressures which
would result in reductions, delays or stretch-outs of existing and future programs. Additionally, the Company s contracts may be
subject to reductions or modifications in the event of changes in government requirements. Although the Company s fixed-price
contracts generally permit it to realize increased profits if costs are less than projected, the Company bears the risk that increased
or unexpected costs may reduce profits or cause losses on the contracts. The accuracy and appropriateness of certain costs and
expenses used to substantiate the Company s direct and indirect costs for the United States government are subject to extensive
regulation and audit by the Defense Contract Audit Agency, an arm of the Department of Defense. In addition, many of the
Company s contracts covering defense and space programs are subject to termination at the convenience of the customer (as well
as for default). In the event of termination for convenience, the customer generally is required to pay the costs incurred by the
Company and certain other fees through the date of termination. In January 2006 the Company received from its customer a
contract termination notice, terminating all work at the convenience of the customer, for the production of components for the
expendable fuel tanks for the Space Shuttle program.

MAJOR CUSTOMERS

The Company had substantial sales to Boeing, Raytheon and the United States government. During 2006, sales to Boeing were
$123,624,000, or 38.8% of total sales; sales to Raytheon were $25,439,000, or 8.0% of total sales; and sales to the United States
government were $30,820,000, or 9.7% of total sales. Sales to Boeing, Raytheon, and the United States government are diversified
over a number of different commercial, military and space programs.

INFORMATION ABOUT FOREIGN AND DOMESTIC OPERATIONS AND EXPORT SALES

In 2006, 2005 and 2004, sales to foreign customers worldwide were $24,879,000, $21,092,000 and $17,437,000, respectively. The
Company has a manufacturing facility in Thailand. The amounts of revenues, profitability and identifiable assets attributable to
foreign
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sales activity were not material when compared with the revenue, profitability and identifiable assets attributed to United States
domestic operations during 2006, 2005 and 2004. The Company had no sales to a foreign country greater than 5% of total sales in
2006, 2005 and 2004. The Company is not subject to any significant foreign currency risks since all sales are made in United
States dollars.

RESEARCH AND DEVELOPMENT

The Company performs concurrent engineering with its customers and product development activities under Company-funded
programs and under contracts with others. Concurrent engineering and product development activities are performed for
commercial, military and space applications. The Company also performs high technology systems engineering and analysis,
principally under customer-funded contracts, with a focus on sensors system simulation, engineering and integration.

RAW MATERIALS AND COMPONENTS

Raw materials and components used in the manufacture of the Company s products, including aluminum, steel and carbon fibers,
generally are available from a number of vendors and are generally in adequate supply. However, the Company has experienced
increases in lead times for, and a deterioration in availability of, aluminum, titanium and certain other materials. Moreover, certain
components, supplies and raw materials for the Company s operations are purchased from single sources. In such instances, the
Company strives to develop alternative sources and design modifications to minimize the potential for business interruptions.

COMPETITION

The aerospace industry is highly competitive, and the Company s products and services are affected by varying degrees of
competition. The Company competes worldwide with domestic and international companies in most markets it services, some of
which are substantially larger and have greater financial, sales, technical and personnel resources. Larger competitors offering a
wider array of products and services than those offered by the Company can have a competitive advantage by offering potential
customers bundled products and services that the Company cannot match. The Company s ability to compete depends principally
on the quality of its goods and services, competitive pricing, product performance, design and engineering capabilities, new product
innovation and the ability to solve specific customer problems.

PATENTS AND LICENSES

The Company has several patents, but it does not believe that its operations are dependent on any single patent or group of
patents. In general, the Company relies on technical superiority, continual product improvement, exclusive product features,
superior lead time, on-time delivery performance, quality and customer relationships to maintain its competitive advantage.

12
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BACKLOG

Backlog is subject to delivery delays or program cancellations, which are beyond the Company s control. As of December 31, 2006,
backlog believed to be firm was approximately $320,580,000, compared to $292,291,000 at December 31, 2005. Approximately
$207,000,000 of total backlog is expected to be delivered during 2007. The backlog at December 31, 2006 included the following
programs:

Backlog

(In thousands)

Apache Helicopter $ 62,464
737NG 51,322
Eclipse 500 24,004
C-17 19,374

$ 157,164

Trends in the Company s overall level of backlog, however, may not be indicative of trends in future sales because the Company s
backlog is affected by timing differences in the placement of customer orders and because the Company s backlog tends to be
concentrated in several programs to a greater extent than the Company s sales.

ENVIRONMENTAL MATTERS AND LEGAL

The Company s business, operations and facilities are subject to numerous stringent federal, state and local environmental laws
and regulations issued by government agencies, including the Environmental Protection Agency ( EPA ). Among other matters,
these regulatory authorities impose requirements that regulate the emission, discharge, generation, management, transportation
and disposal of hazardous materials, pollutants and contaminants. These regulations govern public and private response actions to
hazardous or regulated substances that may be or have been released to the environment, and they require the Company to obtain
and maintain licenses and permits in connection with its operations. The Company may also be required to investigate and
remediate the effects of the release or disposal of materials at sites associated with past and present operations. Additionally, this
extensive regulatory framework imposes significant compliance burdens and risks on the Company. The Company anticipates that
capital expenditures will continue to be required for the foreseeable future to upgrade and maintain its environmental compliance
efforts. The Company does not expect to spend a material amount on capital expenditures for environmental compliance during
2007.

The DAS chemical milling business uses various acid and alkaline solutions in the chemical milling process, resulting in potential
environmental hazards. Despite existing waste recovery systems and continuing capital expenditures for waste reduction and
management, at least for the immediate future, this business will remain dependent on the availability and cost of remote
hazardous waste disposal sites or other alternative methods of disposal.

13
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The DAS facility located in El Mirage, California has been directed by California environmental agencies to investigate and take
corrective action for groundwater contamination. Based upon currently available information, the Company has established a
provision for the cost of such investigation and corrective action. DAS expects to spend approximately $1.5 million for future

investigation and corrective action for groundwater contamination and post-closure maintenance of the closed hazardous waste
facility at its El
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Mirage location. However, the Company s ultimate liability in connection with the contamination will depend upon a number of
factors, including changes in existing laws and regulations, and the design and cost of the construction, operation and maintenance
of the corrective action.

The Company s subsidiary, Composite Structures, LLC ( Composite ), and several other companies have been ordered by a
California environmental agency to investigate and clean up soil and groundwater contamination at its Monrovia, California facility.
Composite has filed a petition for review of the order.

DAS and other companies and government entities have entered into an amended consent decree (the Consent Decree ) with the
California Department of Toxic Substances Control ( DTSC ), which has been entered in the United States District Court for the
Central District of California, relating to the alleged release of hazardous waste at a landfill in West Covina, California. The Consent
Decree resolves the liability of DAS and the other settling defendants for past response costs, future interim response costs and
future DTSC oversight costs in connection with the landfill. The Consent Decree provides for the performance of certain operation,
maintenance and monitoring activities at the landfill by DAS and the other settling defendants until the later of March 15, 2008 or
two years after essential activities commence at the landfill. Based on currently available information, the Company preliminarily
estimates that the range of its future liability in connection with the landfill is between approximately $443,000 and $3.0 million. The
Company s other long-term liabilities at December 31, 2006 included the minimum amount of the range of approximately $443,000.

The Orange County Water District has filed a lawsuit against American Electronics, Inc. ( AEI ), a subsidiary of the Company, and
other companies, to recover damages, relating to contamination of groundwater within the District. The Company is defending the
lawsuit, and has notified the former owners of AEI of their contractual indemnification obligations to the Company in connection with
the lawsuit.

In the normal course of business, Ducommun and its subsidiaries are defendants in certain other litigation, claims and inquiries,
including matters relating to environmental laws. In addition, the Company makes various commitments and incurs contingent
liabilities. While it is not feasible to predict the outcome of these matters, the Company does not presently expect that any sum it
may be required to pay in connection with these matters would have a material adverse effect on its consolidated financial position,
results of operations or cash flows.

EMPLOYEES

At December 31, 2006 the Company employed 1,740 persons. The Company s DAS subsidiary is a party to collective bargaining
agreements with labor unions at its Monrovia, California facility. Under these agreements, the Company currently employs 364
full-time hourly employees, all of whom are members of labor unions. If the unionized workers were to engage in a strike or other
work stoppage, if DAS is unable to negotiate acceptable collective bargaining agreements with the unions, or if other employees
were to become unionized, the Company could experience a significant disruption of the Company s operations and higher ongoing
labor costs and possible loss of customer contracts, which could have an adverse effect on its business and results of operations.
The Company has not experienced any material labor-related work stoppage and considers its relations with its employees to be
good.
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AVAILABLE INFORMATION

The Company s Internet website address is www.ducommun.com. The Company makes available through its Internet website its
annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports as
soon as reasonably practicable after filing with the Securities and Exchange Commission.

ITEM1A. RISK FACTORS

The Company s business, financial condition, results of operations and cash flows may be affected by known and unknown risks,
uncertainties and other factors. Any of these risks, uncertainties and other factors could cause the Company s future financial
results to differ materially from recent financial results or from currently anticipated future financial results. In addition to those noted
elsewhere in this report, the Company is subject to the following risks and uncertainties:

Aer Markets Ar lical

The aerospace markets in which the Company sells its products are cyclical and have experienced periodic declines. The
Company s sales are, therefore, unpredictable and tend to fluctuate based on a number of factors, including economic conditions
and developments affecting the aerospace industry and the customers served. Although the market for the Company s products
sold for new commercial aircraft production currently is strong, any downturn in commercial aircraft production could have a
negative impact on the Company s business, financial condition and operating results.

Military an -Rel Pri Are D nden n Governmen ndin

The Company estimates that in 2006 approximately 68% of its sales were derived from military and space markets. These military
and space markets are largely dependent upon government spending, particularly by the United States government. Changes in
the nature or levels of spending for military and space could improve or negatively impact the Company s prospects in its military
and space markets. The Company s contract for the Space Shuttle program was terminated in January 2006. The Company had
sales of approximately $7,396,000 for the Space Shuttle program in 2005.

Th mpany Is D ndent on Boein mmercial Aircraft, the C-17 Aircraft and Apache Heli r Program

The Company estimates that in 2006 approximately 14% of its sales were for Boeing commercial aircraft, 10% of its sales were for
the C-17 aircraft, and 18% of its sales were for the Apache helicopter. The Company s sales for Boeing commercial aircraft and the
C-17 aircraft are principally for new aircraft production; and the Company s sales for the Apache helicopter are principally for
replacement rotor blades. Any significant change in production rates for the C-17 aircraft and the replacement rate for the Apache
helicopter blades would have a material effect on the Company s results of operations and cash flows. In addition, there is no
guarantee that the Company s current significant customers will continue to buy products from the Company at current levels. The
loss of a key customer could have a material adverse effect on the Company.

16
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Terrorist Attacks May Adversely Impact the Company s Operations

There can be no assurance that the current world political and military tensions, or the United States military actions, will not lead to
acts of terrorism and civil disturbances in the

10
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United States or elsewhere. These attacks may strike directly at the physical facilities of the Company, its suppliers or its
customers. Such attacks could have an adverse impact on the Company s domestic and international sales, supply chain,
production capabilities, insurance premiums or ability to purchase insurance, thereby adversely affecting the Company s financial
position, results of operations and cash flows. In addition, the consequences of terrorist attacks and armed conflicts are
unpredictable, and their long-term effects upon the Company are uncertain.

Th mpany Is Experiencin mpetitive Pricing Pr I

The aerospace industry is highly competitive and competitive pressures may adversely affect the Company. The Company
competes worldwide with a number of domestic and international companies that are larger than it in terms of resources and

market share. The Company is experiencing competitive pricing pressures in both its DAS and DTI businesses. These competitive
pricing pressures have had, and are expected to continue to have, an adverse effect on the Company s business, financial condition
and operating results.

Th mpany F. Risks of verruns and L n Fixed-Pri ntr.

The Company sells many of its products under firm, fixed-price contracts providing for a fixed price for the products regardless of
the production costs incurred by the Company. As a result, manufacturing inefficiencies, start-up costs and other factors may result
in cost overruns and losses on contracts. The cost of producing products also may be adversely affected by increases in the cost of
labor, materials, outside processing, overhead and other factors. In many cases, the Company makes multiyear firm, fixed-price
commitments to its customers, without assurance that the Company s anticipated production costs will be achieved.

Risks A i With Foreign ration Id Adversely Im h mpan

In 2006, the Company had limited production of certain products for its DTI subsidiary at a new manufacturing facility in Thailand. In
2007 the Company plans to commence limited production of certain products for its DAS subsidiary at a new offshore
manufacturing facility. The Company will incur start-up and operating expenses in connection with offshore manufacturing facilities
which could be greater than expected. Doing business in foreign countries is also subject to various risks, including political
instability, local economic conditions, foreign currency fluctuations, foreign government regulatory requirements, trade tariffs, and
the potentially limited availability of skilled labor in proximity to the Company s facility.

Risks from Chan in Technology

The Company s products and processes are subject to risks of obsolescence as a result of changes in technology. To address this
risk, the Company invests in product design and development, and for capital expenditures. There can be no guarantee that the
Company s product design and development efforts will be successful, or that the amounts of money required to be invested for
product design and development and capital expenditures will not increase materially in the future.
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The Company Faces Risks Associated with Acquisitions and Dispositions of Businesses

A key element of the Company s long-term strategy has been growth through acquisitions. The Company is continuously reviewing
and actively pursuing acquisitions,

11
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including acquisitions outside of its current aerospace markets. Acquisitions may require the Company to incur additional
indebtedness, resulting in increased leverage. Any significant acquisition may result in a material weakening of the Company s
financial position and a material increase in the Company s cost of borrowings. Acquisitions also may require the Company to issue
additional equity, resulting in dilution to existing stockholders. This additional financing for acquisitions and capital expenditures

may not be available on terms acceptable or favorable to the Company. Acquired businesses may not achieve anticipated results,
and could result in a material adverse effect on the Company s financial condition, results of operations and cash flows. The
Company also periodically reviews its existing businesses to determine if they are consistent with the Company s strategy. The
Company has sold, and may sell in the future, business units and product lines, which may result in either a gain or loss on
disposition.

The Company s acquisition strategy exposes it to risks, including the risk that the Company may not be able to successfully
integrate acquired businesses. The Company s ability to grow by acquisition is dependent upon, among other factors, the
availability of suitable acquisition candidates. Growth by acquisition involves risks that could have a material adverse effect on the
Company s business, financial condition and operating results, including difficulties in integrating the operations and personnel of
acquired companies, the potential amortization of acquired intangible assets, the potential impairment of goodwill and the potential
loss of key employees of acquired companies. The Company may not be able to consummate acquisitions on satisfactory terms or,
if any acquisitions are consummated, to satisfactorily integrate these acquired businesses.

will Id Be Impaired in the Futur

In assessing the recoverability of the Company s goodwill at December 31, 2006, management was required to make certain critical
estimates and assumptions. These estimates and assumptions included that during the next several years the Company will make
improvements in manufacturing efficiency, achieve reductions in operating costs, and obtain increases in sales and backlog. If any
of these or other estimates and assumptions are not realized in the future, the Company may be required to record an impairment
charge for the goodwill. The goodwill of the Company was $106,628,000 at December 31, 2006.

The aerospace industry is experiencing significant consolidation, including the Company s customers, competitors and suppliers.
Consolidation among the Company s customers may result in delays in the award of new contracts and losses of existing business.
Consolidation among the Company s competitors may result in larger competitors with greater resources and market share, which
could adversely affect the Company s ability to compete successfully. Consolidation among the Company s suppliers may result in
fewer sources of supply and increased cost to the Company.

Failur: M lity or Delivery Ex ions of mer. Id Adversely Aff h mpan Busin nd
Financial Results

The Company s customers have increased, and are expected to increase further in the future, their expectations with respect to the
on-time delivery and quality of the Company s products. In some cases, the Company does not presently satisfy these customer
expectations, particularly with respect to on-time delivery. If the Company fails to meet the quality or delivery expectations of its
customers, this failure could lead to the loss of one or more significant customers of the Company.
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In some cases, the Company s customers supply raw materials and components to the Company. In other cases, the Company s
customers designate specific suppliers from which the Company is directed to purchase raw materials and components. As a
result, the Company may have limited control over the selection of suppliers and the timing of receipt and cost of raw materials and
components from suppliers. The failure of customers and suppliers to deliver on a timely basis raw materials and components to
the Company may adversely affect the Company s results of operations and cash flows. In addition, the Company has experienced
increases in lead times for, and a deterioration in the availability of, aluminum, titanium and certain other materials. These problems
with raw material availability could have an adverse effect on the Company s results of operations in the future.

Environmental Liabiliti Id Adversely Aff h mpan Financial R

The Company is subject to various environmental laws and regulations. The Company is investigating and taking corrective action
for groundwater contamination at its DAS subsidiary s El Mirage, California site. The Company is also a potentially responsible party
at certain sites at which it previously disposed of hazardous wastes or previously had manufacturing operations. There can be no
assurance that future developments, lawsuits and administrative actions, and liabilities relating to environmental matters will not
have a material adverse effect on the Company s results of operations or cash flows.

The DAS chemical milling business uses various acid and alkaline solutions in the chemical milling process, resulting in potential
environmental hazards. Despite existing waste recovery systems and continuing capital expenditures for waste reduction and
management, at least for the immediate future, this business will remain dependent on the availability and cost of remote
hazardous waste disposal sites or other alternative methods of disposal.

The Company faces potential liability for personal injury or death as a result of the failure of products designed or manufactured by
the Company. Although the Company maintains product liability insurance, any material product liability not covered by insurance
could have a material adverse effect on the Company s financial condition, results of operations and cash flows.

Although the Company maintains standard property casualty insurance covering its properties, the Company does not carry any
earthquake insurance because of the cost of such insurance. Most of the Company s properties are located in Southern California,
an area subject to frequent and sometimes severe earthquake activity. Even if covered by insurance, any significant damage or
destruction of the Company s facilities could result in the inability to meet customer delivery schedules and may result in the loss of
customers and significant additional costs to the Company. As a result, any significant damage or destruction of the Company s
properties could have a material adverse effect on the Company s business, financial condition or results of operations.
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Th mpany Is D ndent on Its Abili Attr nd Retain Key Personnel

The Company s success depends in part upon the ability to attract and retain key engineering, technical and managerial personnel.
The Company faces competition for management, engineering and technical personnel from other companies and organizations.
Therefore, the Company may not be able to retain its existing management and other key personnel, or be able to fill new
management, engineering and technical positions created as a result of expansion or turnover of existing personnel. The loss of
members of the Company s senior management group, or key engineering and technical personnel, could have a material adverse
effect on the Company s business.

k-B mpensation

Determining the appropriate fair value model and calculating the fair value of stock-based compensation requires the input of highly
subjective assumptions, including the expected life of the stock-based compensation awards and stock price volatility. The
assumptions used in calculating the fair value of stock-based compensation awards represent management s best estimates, but
these estimates involve inherent uncertainties and the application of management s judgment. As a result, if factors change or if the
Company was to use different assumptions, stock-based compensation expense could be materially different in the future. In
addition, the Company is required to estimate the expected forfeiture rate and only recognize expense for those shares expected to
vest. If the actual forfeiture rate is materially different from the estimated forfeiture rate, the stock-based compensation expense
could be significantly different from what has been recorded in the current period.

Effective Income Tax Rate

The Company s effective income tax rate for 2006, 2005 and 2004, was 21.0%, 24.3% and 22.8%, respectively, compared to the
statutory federal income tax rate of 35.0% for each of the years. The lower tax rate was primarily due to the benefit of research and
development tax credits and the reduction of tax reserves. If future tax benefit and reduction of income tax reserves are reduced,
the effective tax rate for the Company could be significantly higher from what it has been in the current and prior years.

ITEM 1B. NRESOLVED STAFF COMMENT

Not applicable.

ITEM 2. PROPERTIES

The Company occupies approximately 17 facilities with a total office and manufacturing area of over 1,319,000 square feet,
including both owned and leased properties. At December 31, 2006, facilities which were in excess of 50,000 square feet each
were occupied as follows:

Location Segment Square Expiration

Feet of Lease

24



El Mirage, California
Orange, California
Carson, California
Carson, California
Carson, California
Phoenix, Arizona
Parsons, Kansas
Monrovia, California
luka, Mississippi
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Ducommun AeroStructures
Ducommun AeroStructures
Ducommun AeroStructures
Ducommun AeroStructures
Ducommun Technologies
Ducommun Technologies
Ducommun AeroStructures
Ducommun AeroStructures
Ducommun Technologies

14

74,000
76,000
76,000
286,000
117,000
100,000
120,000
274,000
72,000

Owned
Owned
2008
Owned
2007
2012
Owned
Owned
2024
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The Company s facilities are, for the most part, fully utilized, although excess capacity exists from time to time based on product mix
and demand. Management believes that these properties are in good condition and suitable for their present use.

Although the Company maintains standard property casualty insurance covering its properties, the Company does not carry any
earthquake insurance because of the cost of such insurance. Most of the Company s properties are located in Southern California,
an area subject to frequent and sometimes severe earthquake activity.

ITEM 3. LEGAL PROCEEDIN

The Company is a defendant in a lawsuit entitled Uni f Ameri x rel Taylor Smith nnine Prewitt an mes Alil

v. The Boein mpany and Ducommun Inc., filed in the United States District Court for the District of Kansas. The lawsuit is gui
tam action brought against The Boeing Company ( Boeing ) and Ducommun on behalf of the United States of America for violations
of the United States False Claims Act. The lawsuit alleges that Ducommun sold unapproved parts to the Boeing Commercial
Airplanes-Wichita Division which were installed by Boeing in 32 aircraft ultimately sold to the United States government. The
lawsuit seeks damages, civil penalties and other relief from the defendants for presenting or causing to be presented false claims
for payment to the United States government. Although the amount of alleged damages are not specified, the lawsuit seeks
damages in an amount equal to three times the amount of damages the United States government sustained because of the
defendants actions, plus a civil penalty of $10,000 for each false claim made on or before September 28, 1999, and $11,000 for
each false claim made on or after September 28, 1999, together with attorneys fees and costs. On February 27, 2006, the United
States District Court granted the Company s motion and dismissed the lawsuit with respect to the Company, but granted leave of
court to the plaintiffs to amend the complaint to reassert their claims. On March 14, 2006, the plaintiffs filed a second amended
complaint. On April 24, 2006, the Company filed a motion to dismiss the second amended complaint, which is currently pending
before the court. The Company intends to defend itself vigorously against the lawsuit. The Company, at this time, is unable to
estimate what, if any, liability it may have in connection with the lawsuit.

ITEM 4. BMISSION OF MATTERS TO A VOTE OF SECURITY HOLDER

None.
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PARTII

ITEM 5. MARKET FOR THE REGISTRANT MMON EQUITY, RELATED STOCKHOLDER MATTERS AND | ER
PURCHASES OF EQUITY SECURITIE

The common stock of the Company (DCO) is listed on the New York Stock Exchange. On December 31, 2006, the Company had
approximately 381 holders of record of common stock. No dividends were paid during 2006 or 2005. The following table sets forth
the high and low sales prices per share for the Company s common stock as reported on the New York Stock Exchange for the
fiscal periods indicated.

2006 2005
High Low High Low
First Quarter $23.36 $2059 $2240 $18.56
Second Quarter 26.26 17.40 20.40 16.20
Third Quarter 19.64 16.50 22.37 16.90
Fourth Quarter 23.85 18.35 22.47 19.60

Equity Compensation Plan Information

The following table provides information about the Company s compensation plans under which equity securities are authorized for
issuance.

Number of securities
remaining available
for future issuance

Number of securities to Weighted-average under equity
be issued upon exercise price compensation plans
exercise of outstanding of (excluding securities
options, warrants and outstanding options, reflected in
rights warrants and rights column (a))

Plan category (a) (b) (e)(1)

Equity compensation plans

approved by security

holders 820,225 $ 18.184 37,8000
Equity compensation plans

not approved by security

holders 0 0 0

Total 820,225 $ 18.184 37,800(1)
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Awards are not restricted to any specified form or structure and may include, without limitation, sales or bonuses of stock,
restricted stock, stock options, reload stock options, stock purchase warrants, other rights to acquire stock, securities
convertible into or redeemable for stock, stock appreciation rights, limited stock appreciation rights, phantom stock, dividend
equivalents, performance units or performance shares, and an award may consist of one such security or benefit, or two or
more of them in tandem or in the alternative.
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Performance Graph

The following graph compares the yearly percentage change in the Corporation s cumulative total shareholder return with the
cumulative total return of the Russell 2000 Index, the Spade Defense Index, and an old Peer Group for the periods indicated,
assuming the reinvestment of any dividends. The graph is not necessarily indicative of future price performance.

2001 2002 2003 2004 2005 2006
Ducommun Inc. 100.00 142.80 201.35 187.83 19245 206.17
Russell 2000 Index 100.00 79.52 117.09 138.55 144.87 170.89
Old Peer Group 100.00 95.27 150.93 210.70 233.49 264.96
Spade Defense Index 100.00 97.13 133.33 160.62 169.13 201.83

The Old Peer Group used in the Performance Graph consisted of: AAR Corp., EDO Corporation, Hexcel Corporation, Inc., Moog
Inc., Sparton Corp., Breeze-Eastern Corp. (formerly TransTechnology Corporation) and United Industrial Corp. Because of various
acquisitions over a number of years, the Old Peer Group is no longer the best comparative group. The Company has selected the

Spade Defense Index, which is a published industry index, as the new index.
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Issuer Purchases of Equity Securities

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

Maximum
Number (or
Approximate Dollar
Value) of
Total Number of Shares
Shares (or (or Units) that
Units) Purchased May
Total Average as Part of Yet Be
Number of Price Paid Publicly Purchased
Shares (or per Announced Under the Plans
Units) Share Plans or or

Period Purchased (1) (or Unit) Programs Programs (2)

Month beginning

October 1, 2006 and

ending October 28, 2006 0 $ 0.00 0 $ 4,704,000
Month beginning

October 29, 2006 and

ending November 25, 2006 4,184 $ 23.60 0 $ 4,704,000
Month beginning

November 26, 2006 and

ending December 31, 2006 0 $ 0.00 0 $ 4,704,000

Total 4,184 $ 23.60 0 $ 4,704,000

(1) The shares of common stock repurchased represent previously issued shares used by employees to pay the exercise price in
connection with the exercise of stock options.

(2) The Company did not repurchase any of its common stock during 2006, 2005 and 2004, in the open market. At December 31,
2006, $4,704,000 remained available to repurchase common stock of the Company under stock repurchase programs
previously approved by the Board of Directors.
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ITEM 6. SELECTED FINANCIAL DATA

Year ended December 31, 2006(a) 2005 2004 2003(a) 2002

(In thousands, except per share amounts)

Net Sales $ 319,021 $ 249,696 $ 224,876 $ 225,906 $212,446
Gross Profit as a Percentage of Sales 19.6% 20.7% 19.4% 22.4% 19.5%
Income from Continuing Operations Before Taxes 18,088 21,120 14,465 23,144 15,504
Income Tax Expense (3,791) (5,127) (3,293) (6,943) (5,582)
Income from Continuing Operations 14,297 15,993 11,172 16,201 9,922
Loss from Discontinued Operation, Net of Tax - - - - (1,092)
Cumulative Effect of Accounting Change, Net of

Tax - - - - (2,325)
Net Income $ 14,297 $ 15,993 $ 11,172 $ 16,201 $ 6,505

Earnings Per Share:
Basic earnings per share

Income from continuing operations $ 1.40 $ 1.59 $ 1.12 $ 1.64 $ 1.01

Loss from discontinued operation, net of tax - - - - (0.11)
Cumulative effect of accounting change, net of tax = = = = (0.24)
Basic Earnings Per Share $ 1.40 $ 1.59 $ 1.12 $ 1.64 $ 0.66

Diluted earnings per share

Income from continuing operations $ 1.39 $ 157 $ 1.10 $ 1.63 $ 0.99
Loss from discontinued operation, net of tax - - - - (0.11)
Cumulative effect of accounting change, net of tax - - - - (0.23)
Diluted Earnings Per Share $ 1.39 $ 1.57 $ 1.10 $ 1.63 $ 065
Working Capital $ 55,355 $ 64,312 $ 45,387 $ 29,660 $ 33,986
Total Assets 297,033 227,969 204,553 198,041 197,610
Long-Term Debt, Including Current Portion 30,436 - 1,200 2,585 25,850
Total Shareholders Equity 187,025 167,851 151,491 137,750 120,442

(a) In August 2003 the Company acquired DBP, which is now part of DTI. In January, May and September 2006 the Company
acquired Miltec, WiseWave and CMP, respectively, which are now part of DTI. These transactions were accounted for as
purchase business combinations.
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ITEM 7. MANAGEMENT S DI ION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION

Overview

Ducommun designs, engineers and manufactures aerostructure and electromechanical components and subassemblies, and
provides engineering, technical and program management services principally for the aerospace industry. These components,
assemblies and services are provided principally for domestic and foreign commercial and military aircraft as well as space
programs.

Domestic commercial aircraft programs include the Boeing 737NG, 747, 767 and 777 and the Eclipse business jet. Foreign
commercial aircraft programs include the Airbus Industrie A330 and A340 aircraft, Bombardier business and regional jets, the
Embraer 145 and 170/190. Major military production programs include the Boeing C-17, F-15 and F-18 and Lockheed Martin F-16
aircraft, and various aircraft and shipboard electronics upgrade programs. Commercial and military helicopter programs include
helicopters manufactured by Boeing (principally the Apache helicopter), Sikorsky, Bell, Augusta and Carson. The Company
continues to support various unmanned launch vehicle and satellite programs, but the Company s contract for the Space Shuttle
external fuel tank was terminated in January 2006.

On January 6, 2006, the Company completed the acquisition of Miltec Corporation ( Miltec ). As a result of the Miltec acquisition, the
Company also provides engineering, technical and program management services, including the design, development, integration
and test of prototype products. Engineering, technical and program management services are provided principally for advanced
weapons systems and missile defense. On May 10, 2006, the Company acquired WiseWave Technologies, Inc. ( WiseWave ).
WiseWave manufactures microwave and millimeterwave products for both aerospace and non-aerospace applications. On
September 1, 2006, the Company acquired CMP Display Systems, Inc. ( CMP ). CMP manufactures incandescent,
electroluminescent and LED edge lit panels and assemblies for the aerospace and defense industries.

Sales, diluted earnings per share, gross profit as a percentage of sales, selling, general and administrative expense as a
percentage of sales, and the effective tax rate in 2006, 2005 and 2004, respectively, were as follows:

2006 2005 2004
Sales (in $000 s) $ 319,021 $ 249,696 $ 224,876
Diluted Earnings Per Share $ 1.39 $ 1.57 $ 1.10
Gross Profit % of Sales 19.6% 20.7% 19.4%
SG&A Expense % of Sales 13.1% 12.4% 12.8%
Effective Tax Rate 21.0% 24.3% 22.8%
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The Company manufactures components and assemblies principally for domestic and foreign commercial and military aircraft and
space programs. The Company s Miltec subsidiary provides engineering, technical and program management services almost
entirely for United States defense, space and homeland security programs. The Company s mix of military, commercial and space
business in 2006, 2005 and 2004, respectively, was approximately as follows:

2006 2005 2004
Military 66% 61% 61%
Commercial 32% 35% 35%
Space 2% 4% 4%
Total 100% 100% 100%

The Company is dependent on Boeing commercial aircraft, the C-17 aircraft and the Apache helicopter programs. Sales to these
programs, as a percentage of total sales, for 2006, 2005 and 2004, respectively, were approximately as follows:

2006 2005 2004
Boeing Commercial Aircraft 14% 15% 17%
Boeing C-17 Aircraft 10% 12% 13%
Boeing Apache Helicopter 18% 20% 16%
All Others 58% 53% 54%
Total 100% 100% 100%

The Company s net income has fluctuated in recent years. Net income for 2006 was lower than 2005, but higher than 2004. The
reasons for the decline in net income in 2006 include (1) an unfavorable change in sales mix, (2) expenses resulting from the
required change in accounting for stock options, (3) a decline in operating performance at both DAS and DT, (4) non-cash
amortization of intangibles related to the Miltec, WiseWave and CMP acquisitions, (5) an $860,000 increase in inventory reserves
related to a canceled contract at DTI, (6) the absence of any material changes in warranty reserves in 2006 compared to a reversal
of $1,605,000 of warranty reserves in 2005, (7) expenses for the start-up of DTI s Thailand facility, (8) expenses for the closure of
DTI s Fort Defiance, Arizona, facility, and (9) interest expense due to the use of cash and increase in debt in 2006 as a result of the
Miltec, WiseWave and CMP acquisitions.

These expenses were partially offset by (1) operating income from acquisitions in 2006, (2) lower bonus accruals in 2006 compared
to 2005, and (3) a lower effective tax rate in 2006 compared to 2005. During 2006, 2005 and 2004, the Company reduced certain
tax reserves which were previously established for identified exposures. The decision to release the reserves was based upon
events occurring during the year, including the expiration of tax statutes and reserves related to research and development tax
credits.

Critical Accounting Policies
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Critical accounting policies are those accounting policies that can have a significant impact on the presentation of our financial
condition and results of operations, and that require the use of subjective estimates based upon past experience and

management s judgment. Because of the uncertainty inherent in such estimates, actual results may differ from these estimates.
Below are those policies applied in preparing our financial statements that
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management believes are the most dependent on the application of estimates and assumptions. For additional accounting policies,
see Note 1 of Notes to Consolidated Financial Statements.

Revenue Recognition

Except for the Company s Miltec subsidiary, the Company recognizes revenue when persuasive evidence of an arrangement exists,
the price is fixed or determinable, collection is reasonably assured and delivery of products has occurred or services have been
rendered. Revenue from products sold under long-term contracts is recognized by the Company on the same basis as other sale
transactions. The Company recognizes revenue on the sale of services (including prototype products) by its Miltec subsidiary

based on the type of contract: time and materials, cost-plus reimbursement and firm-fixed price. Revenue is recognized by Miltec

(i) on time and materials contracts as time is spent at hourly rates, which are negotiated with customers, plus the cost of any
allowable materials and out-of-pocket expenses, (ii) on cost-plus reimbursement contracts based on direct and indirect costs
incurred plus a negotiated profit calculated as a percentage of cost, a fixed amount or a performance-based award fee, and (iii) on
fixed-price contracts on the percentage-of-completion method measured by the percentage of costs incurred to estimated total
costs.

Provision for Estim L n Contr

The Company records provisions for estimated losses on contracts in the period in which such losses are identified. The provisions
for estimated losses on contracts require management to make certain estimates and assumptions, including those with respect to
the future revenue under a contract and the future cost to complete the contract. Management s estimate of the future cost to
complete a contract may include assumptions as to improvements in manufacturing efficiency and reductions in operating and
material costs. If any of these or other assumptions and estimates do not materialize in the future, the Company may be required to
record additional provisions for estimated losses on contracts.

Allowance for D ful A n

The Company maintains an allowance for doubtful accounts for estimated losses from the inability of customers to make required
payments. The allowance for doubtful accounts is evaluated periodically based on the aging of accounts receivable, the financial
condition of customers and their payment history, historical write-off experience and other assumptions. The determination of the
allowance for doubtful accounts requires management to make estimates as to these and other factors on the ultimate realization
of accounts receivable. These estimates historically have not resulted in material adjustments in subsequent periods when the
estimates were adjusted to actual amounts.

will

The Company s business acquisitions have resulted in goodwill. In assessing the recoverability of the Company s goodwill,
management must make assumptions regarding estimated future cash flows, comparable company analyses, and other factors to
determine the fair value of the respective assets. If these estimates or their related assumptions change in the future, the Company
may be required to record impairment charges for these assets. In the event that a goodwill impairment charge is required, it would
adversely affect the operating results and financial position of the Company.
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Other Intangible Assets

The Company amortizes purchased other intangible assets with finite lives using the straight-line method over the estimated
economic lives of the assets, ranging from one to fourteen years. The value of other intangibles acquired through business
combinations has been estimated using present value techniques which involve estimates of future cash flows. Actual results could
vary, potentially resulting in impairment charges.

A nting for k-B mpensation

Effective January 1, 2006, the Company began recognizing compensation expense for share-based payment transactions in the
financial statements at their fair value. The expense is measured at the grant date, based on the calculated fair value of the
share-based award, and is recognized over the requisite service period (generally the vesting period of the equity award). Prior to
January 1, 2006, the Company accounted for share-based compensation based on the intrinsic value of options at the grant date.
The transition to fair value was accounted for using the modified prospective method. Therefore, financial statement amounts for
prior periods presented in this Form 10-K have not been restated to reflect the fair value method of recognizing compensation cost
relating to stock options.

Inventories

Inventories are stated at the lower of cost or market, cost being determined on a first-in, first-out basis. Inventoried costs include
raw materials, outside processing, direct labor and allocated overhead, adjusted for any abnormal amounts of idle facility expense,
freight, handling costs, and wasted materials (spoilage) incurred, but do not include any selling, general and administrative
expense. Costs under long-term contracts are accumulated into, and removed from, inventory on the same basis as other
contracts. The Company assesses the inventory carrying value and reduces it if necessary to its net realizable value based on
customer orders on hand, and internal demand forecasts using management s best estimates given information currently available.
The Company s customer demand can fluctuate significantly caused by factors beyond the control of the Company. The Company
maintains an allowance for potentially excess and obsolete inventories and inventories that are carried at costs that are higher than
their estimated net realizable values. If market conditions are less favorable than those projected by management, such as an
unanticipated decline in demand and not meeting expectations, inventory write-downs may be required.

Acquisitions

On January 6, 2006, the Company acquired Miltec, a privately-owned company based in Huntsville, Alabama for $46,384,000 (net
of cash, including assumed indebtedness and excluding acquisition costs) plus contingent payments not to exceed $3,000,000.
Miltec provides engineering, technical and program management services (including design, development, integration and test of
prototype products) principally for aerospace and military markets. The acquisition provided the Company a platform business with
leading-edge technology in a large and growing market with substantial design engineering capability. The acquisition was
accounted for under the purchase method of accounting. The cost of the acquisition was allocated on the basis of the estimated fair
value of the assets acquired and liabilities assumed. The acquisition was funded from internally generated cash, notes to the
sellers, and borrowings of approximately $24,000,000 under the Company s credit agreement. The operating results for this
acquisition have been included in the consolidated statements of income since the date of the acquisition.
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On May 10, 2006, the Company acquired WiseWave, a privately-owned company based in Torrance, California for $6,827,000 (net
of cash, including assumed indebtedness and excluding acquisition costs) plus contingent payments not to exceed $500,000.
WiseWave manufactures microwave and millimeterwave products for both aerospace and non-aerospace applications. The
acquisition broadens the Company s microwave product line and adds millimeterwave products to its offerings. The acquisition was
accounted for under the purchase method of accounting. The cost of the acquisition was allocated on the basis of the estimated fair
value of the assets acquired and liabilities assumed. The acquisition was funded from notes to the sellers, and borrowings of
approximately $5,100,000 under the Company s credit agreement. The operating results for this acquisition have been included in
the consolidated statements of income since the date of the acquisition.

On September 1, 2006, the Company acquired CMP, a privately-owned company based in Newbury Park, California for
$13,804,000 (net of cash acquired and excluding acquisition costs). CMP manufactures incandescent, electroluminescent and LED
edge lit panels and assemblies for the aerospace and defense industries. The acquisition was accounted for under the purchase
method of accounting. The cost of the acquisition was allocated on the basis of the estimated fair value of the assets acquired and
liabilities assumed. The acquisition broadens the Company s lighted man machine interface product line. The acquisition was
funded from notes to the sellers, and borrowings of approximately $10,800,000 under the Company s credit agreement. The
operating results for this acquisition have been included in the consolidated statements of income since the date of the acquisition.

Results of Operations

2 mpar 2

Net sales in 2006 were $319,021,000, compared to net sales of $249,696,000 for 2005. Net sales from the 2006 acquisitions of
Miltec, WiseWave and CMP were $55,028,000 in 2006. The Company s mix of business in 2006 was approximately 66% military,
32% commercial, and 2% space, compared to 61% military, 35% commercial, and 4% space in 2005. Foreign sales were
approximately 8% of total sales in both 2006 and 2005. The Company did not have sales to any foreign country greater than 5% of
total sales in 2006 or 2005.

The Company had substantial sales, through both of its business segments, to Boeing, Raytheon and the United States
government. During 2006 and 2005, sales to Boeing, Raytheon, and the United States government were as follows:

December 31, 2006 2005

(In thousands)

Boeing $123,624 $114,549
Raytheon 25,439 23,071
United States government 30,149 3,808
Total $179,212  $141,428

At December 31, 2006, trade receivables from Boeing, Raytheon and the United States government were $11,033,000, $1,907,000
and $4,000,000, respectively. The sales and receivables relating to Boeing, Raytheon and the United States government are
diversified over a number of different commercial, space and military programs.
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Military components manufactured by the Company are employed in many of the country s front-line fighters, bombers, helicopters
and support aircraft, as well as many
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sea-based vehicles. Engineering, technical and program management services are provided principally for United States defense
and homeland security programs. The Company s defense business is diversified among military manufacturers and programs.
Sales related to military programs were approximately $209,028,000, or 66% of total sales in 2006, compared to $152,898,000, or
61% of total sales in 2005. The increase in military sales in 2006 resulted principally from approximately $48,563,000 in military
sales from the acquisitions of Miltec, WiseWave and CMP, an increase in sales to the Apache helicopter program at Ducommun
AeroStructures, Inc. ( DAS ) and an increase in sales to the F-15 program at Ducommun Technologies, Inc. ( DTI ). The Apache
helicopter program accounted for approximately $56,875,000 in sales in 2006, compared to $50,472,000 in sales in 2005. The
C-17 program accounted for approximately $30,883,000 in sales in 2006, compared to $29,245,000 in sales in 2005. The F-15
program accounted for approximately $11,814,000 in sales in 2006, compared to $4,910,000 in sales in 2005.

The Company s commercial business is represented on many of today s major commercial aircraft. Sales related to commercial
business were approximately $102,438,000, or 32% of total sales in 2006, compared to $87,519,000, or 35% of total sales in 2005.
During 2006, commercial sales were higher, principally because of an increase in commercial aftermarket sales, sales to the
Boeing 737NG program and sales from the acquisitions of WiseWave and CMP, partially offset by lower commercial sales at DTI.
Sales to the Boeing 737NG program accounted for approximately $30,300,000 in sales in 2006, compared to $27,433,000 in sales
in 2005.

In the space sector, the Company produced components for a variety of unmanned launch vehicles and satellite programs. Sales
related to space programs were approximately $7,555,000, or 2% of total sales in 2006, compared to $9,279,000, or 4% of total
sales in 2005. In January 2006, the Company received a termination notice on the Space Shuttle program which affects virtually all
of the Company s work on the program. Sales related to the Space Shuttle program accounted for approximately $0 in sales in
2006, compared to $7,396,000 in sales in 2005. The reduction in sales for the Space Shuttle program was partially offset by space
related sales from the acquisition of Miltec.

Backlog is subject to delivery delays or program cancellations, which are beyond the Company s control. As of December 31, 2006,
backlog believed to be firm was approximately $320,580,000, compared to $292,291,000 at December 31, 2005. Approximately
$207,000,000 of total backlog is expected to be delivered during 2007. The backlog at December 31, 2006 included the following
programs:

Backlog

(In thousands)

Apache Helicopter $ 62,464
737NG 51,322
Eclipse 500 24,004
C-17 19,374

$ 157,164

Trends in the Company s overall level of backlog, however, may not be indicative of trends in future sales because the Company s
backlog is affected by timing differences in the placement of customer orders and because the Company s backlog tends to be
concentrated in several programs to a greater extent than the Company s sales.
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Gross profit, as a percent of sales, decreased to 19.6% in 2006 from 20.7% in 2005. The gross profit margin decrease was
primarily attributable to a decline in operating performance at DTI, a change in sales mix, a $860,000 increase in inventory reserves
related to a canceled contract at DTI, and the Miltec acquisition, which has lower gross profit dollars, as a percentage of sales, than
the Company prior to the acquisition. In 2005, as a result of the favorable resolution of a customer warranty claim, the Company
reversed and took into income $1,605,000 of warranty reserves originally accrued in 2002.

Selling, general and administrative ( SG&A ) expenses increased to $41,867,000, or 13.1% of sales, in 2006, compared to
$31,057,000, or 12.4% of sales in 2005. The increase in SG&A expenses was primarily due primarily to expenses related to the
acquisition of Miltec, WiseWave and CMP ($8,701,000 of the increase, which included non-cash amortization expense for
intangibles of $1,501,000), a non-cash stock-based compensation expense of $1,502,000 related to the adoption of SFAS 123(R)

Share Based Payment on January 1, 2006, expenses incurred in closing DTI s Fort Defiance facility and expenses related to the
start-up of DTI s Thailand facility. There was no stock-based compensation expense charged against income in 2005; only
pro-forma footnote disclosure was made. Stock-based compensation expense is managed at the corporate level and does not have
an impact on segment results.

Interest expense was $2,601,000 in 2006, compared to interest income of $522,000 in 2005, primarily due to the use of cash and
increase debt in 2006 as a result of the Miltec, WiseWave and CMP acquisitions in 2006.

Income tax expense decreased to $3,791,000 in 2006, compared to $5,127,000 in 2005. The decrease in income tax expense was
due to the decrease in income before taxes and a lower effective income tax rate. The Company s effective tax rate for 2006 was
21.0%, compared to 24.3% in 2005. The effective tax rate in both 2006 and 2005 included the benefit of reductions in income tax
reserves and research and development tax credits established in prior years. These tax reductions were taken as a result of
events occurring during the respective periods, changes in the research and development estimated tax benefit rate, the reduction
of income tax reserves and the expiration of tax statutes of limitations. Cash expended to pay income taxes was $5,988,000 in
2006, compared to $3,392,000 in 2005.

Net income for 2006 was $14,297,000, or $1.39 diluted earnings per share, compared to $15,993,000, or $1.57 diluted earnings
per share, in 2005.

2 mpar 2004

Net sales in 2005 were $249,696,000, compared to net sales of $224,876,000 for 2004. The Company s mix of business in both
2005 and 2004 was approximately 61% military, 35% commercial, and 4% space. Foreign sales were approximately 8% of total
sales in both 2005 and 2004. The Company did not have sales to any foreign country greater than 5% of total sales in 2005 or
2004.
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The Company had substantial sales, through both of its business segments, to Boeing, Raytheon and Lockheed Martin. During
2005 and 2004, sales to Boeing, Raytheon, and to Lockheed Martin were as follows:

December 31, 2005 2004

(In thousands)

Boeing $114,549  $101,571
Raytheon 23,071 25,287
Lockheed Martin 18,995 15,997
Total $156,615 $142,855

At December 31, 2005, trade receivables from Boeing, Raytheon and Lockheed Martin were $6,183,000, $4,467,000 and
$1,902,000, respectively. The sales and receivables relating to Boeing, Raytheon and Lockheed Martin are diversified over a
number of different commercial, space and military programs.

Military components manufactured by the Company are employed in many of the country s front-line fighters, bombers, helicopters
and support aircraft, as well as many sea-based vehicles. The Company s defense business is diversified among military
manufacturers and programs. Sales related to military programs were approximately $152,898,000, or 61% of total sales in 2005,
compared to $137,275,000, or 61% of total sales in 2004. The increase in military sales in 2005 resulted principally from an
increase in sales to the Apache helicopter program at Ducommun AeroStructures, Inc. ( DAS ). The Apache helicopter program
accounted for approximately $50,472,000 in sales in 2005, compared to $36,054,000 in sales in 2004. The C-17 program
accounted for approximately $29,245,000 in sales in 2005, compared to $29,766,000 in sales in 2004.

The Company s commercial business is represented on many of today s major commercial aircraft. Sales related to commercial
business were approximately $87,519,000, or 35% of total sales in 2005, compared to $78,594,000, or 35% of total sales in 2004.
During 2005, commercial sales were higher, principally because of an increase in commercial aftermarket sales. Sales to the
Boeing 737NG program accounted for approximately $27,433,000 in sales in 2005, compared to $27,891,000 in sales in 2004.

In the space sector, the Company produced components for the expendable fuel tanks which help boost the Space Shuttle vehicle
into orbit. Components are also produced for a variety of unmanned launch vehicles and satellite programs. Sales related to space
programs were approximately $9,279,000, or 4% of total sales in 2005, compared to $9,007,000, or 4% of total sales in 2004. The
Space Shuttle program accounted for approximately $7,396,000 in sales in 2005, compared to $6,211,000 in sales in 2004. In
January 2006, the Company received a termination notice on the Space Shuttle program which affects virtually all of the Company s
work on the program.
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Backlog is subject to delivery delays or program cancellations, which are beyond the Company s control. At December 31, 2005,
backlog believed to be firm was approximately $292,291,000, compared to $305,352,000 at December 31, 2004. The backlog at
December 31, 2005 included approximately $104,950,000 of backlog for the following programs:

Backlog

(In thousands)

Apache Helicopter $ 104,950
C-17 37,249
737NG 34,284

$ 176,483

Backlog at December 31, 2005 excluded all of the backlog for the Space Shuttle program. Trends in the Company s overall level of
backlog, however, may not be indicative of trends in future sales because the Company s backlog is affected by timing differences
in the placement of customer orders and because the Company s backlog tends to be concentrated in several programs to a
greater extent than the Company s sales.

Gross profit, as a percent of sales, increased to 20.7% in 2005 from 19.4% in 2004. The gross profit margin increase was primarily
due to the reversal of warranty reserves in 2005, lower accruals for contract losses in 2005 than in 2004, and the spreading of fixed
overhead costs over higher sales volume during 2005 compared to 2004. In 2005, as a result of the favorable resolution of a
customer warranty claim, the Company reversed and took into income $1,605,000 of warranty reserves originally accrued in 2002.
The gross profit margin improvement was partially offset by higher operating costs and unfavorable changes in sales mix in 2005,
compared to 2004.

Selling, general and administrative ( SG&A ) expenses, as a percentage of sales, were 12.4% in 2005, compared to 12.8% in 2004.
The decrease in SG&A expenses, as a percentage of sales, was primarily the results of spreading SG&A costs over a higher
volume of sales and lower severance costs, partially offset by higher bonus accruals in 2005, compared to 2004.

Interest income was $522,000 in 2005, compared to interest expense of $210,000 in 2004, primarily due to interest on tax refunds
received in 2005 and higher cash balances in 2005, compared to 2004.

Income tax expense increased to $5,127,000 in 2005, compared to $3,293,000 in 2004, primarily due to higher pre-tax income and
a higher effective income tax rate. The Company s effective tax rate for 2005 was 24.3%, compared to 22.8% in 2004. The increase
in the effective income tax rate was primarily attributable to lower research and development tax credits in 2005, compared to 2004.
Cash expended to pay income taxes was $3,392,000 in 2005, compared to $2,202,000 in 2004.

Net income for 2005 was $15,993,000, or $1.57 diluted earnings per share, compared to $11,172,000, or $1.10 diluted earnings
per share, in 2004.
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Financial Condition

Liguidity an ital R r

Net cash provided by operating activities for 2006, 2005 and 2004 was $24,285,000, $24,713,000 and $2,402,000, respectively.
Net cash provided by operating activities for 2006 was negatively impacted by an increase in inventory of $9,304,000 primarily
related to work-in-process for new production jobs scheduled to be shipped in 2007 and an increase in accounts and unbilled
receivables of $4,336,000 primarily related to the Miltec, WiseWave and CMP acquisitions in 2006, higher sales and the timing of
shipments and billings to customers. Net cash provided by operating activities for 2006 was favorably impacted by an increase in
accounts payable of $13,878,000 due to timing of payments of vendor invoices.

Net cash used in investing activities for 2006 consisted primarily of $60,527,000 of cash paid for the Miltec, WiseWave and CMP
acquisitions and $8,706,000 of capital expenditures, partially offset by the net proceeds of $193,000 from the sale of assets.

Net cash provided by financing activities in 2006 of $25,912,000 included approximately $23,500,000 of net borrowings related to
the Miltec, WiseWave and CMP acquisitions and $2,208,000 of net cash received from the exercise of stock options.

On January 6, 2006, the Company acquired Miltec for $46,384,000 (net of cash, including assumed indebtedness and excluding
acquisition costs) plus contingent payments not to exceed $3,000,000. The acquisition was funded from internally generated cash,
notes to the sellers, and borrowings of approximately $24,000,000 under the Credit Agreement.

On May 10, 2006, the Company acquired WiseWave for $6,827,000 (net of cash, including assumed indebtedness and excluding
acquisition costs) plus contingent payments not to exceed $500,000. The acquisition was funded from notes to the sellers, and
borrowings of approximately $5,100,000 under the Credit Agreement.

On September 1, 2006, the Company acquired CMP for $13,804,000 (net of cash acquired and excluding acquisition costs). The
acquisition was funded from notes to the sellers, and borrowings of approximately $10,800,000 under the Credit Agreement.

The Company continues to depend on operating cash flow and the availability of its bank line of credit to provide short-term
liquidity. Cash from operations and bank borrowing capacity are expected to provide sufficient liquidity to meet the Company s
obligations during the next twelve months.

The Company has entered into an Amended and Restated Credit Agreement with Bank of America, N.A., as Administrative Agent,
Wachovia Bank, National Association, as Syndication Agent, and the other lenders named therein (the Credit Agreement ). The
Credit Agreement provides for an unsecured revolving credit line of $75,000,000 maturing on April 7, 2010. Interest is payable
monthly on the outstanding borrowings at Bank of America s prime rate (8.25% at December 31, 2006) plus a spread (0% to
0.50% per annum based on the leverage ratio of the Company) or, at the election of the Company, for terms of up to six months at
the LIBOR rate (5.37% for a six month term at December 31, 2006) plus a spread (1.00% to 1.75% per annum depending on the
leverage ratio of the Company). The Credit Agreement includes minimum fixed charge coverage, maximum leverage and minimum
net worth covenants, an unused commitment fee (0.25% to 0.40% per annum depending on the leverage ratio of the Company),
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and limitations on future dispositions of property, repurchases of common stock, dividends,
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outside indebtedness, and acquisitions. At December 31, 2006, the Company had $49,627,000 of unused lines of credit, after
deducting $1,873,000 for outstanding standby letters of credit. The Company had outstanding loans of $23,500,000 and was in
compliance with all covenants at December 31, 2006.

The weighted average interest rate on borrowings outstanding was 6.35% at December 31, 2006. There were no borrowings at
December 31, 2005.

Certain hourly employees at the Monrovia facility of DAS are covered by a defined benefit pension plan. Pension plan benefits are
generally determined on the basis of the retiree s age and length of service. Assets of the defined benefit plan are composed
primarily of fixed income and equity securities. On December 31, 2006, the Company s annual measurement date, the accumulated
benefit obligation, related to the Company s defined benefit plan, exceeded the fair value of the pension plan assets. Such excess is
referred to as an unfunded accumulated benefit obligation. In accordance with Statement of Financial Accounting Standards

No. 87, Employers Accounting for Pensions, the Company recognized an additional minimum pension liability of $2,158,000, net of
taxes, and $2,700,000, net of taxes, at December 31, 2006 and December 31, 2005, respectively, which decreased shareholders
equity and is included in other long-term liabilities. This charge to shareholders equity represents a net loss not yet recognized as
pension expense. This charge did not affect reported earnings, and would be reversible if either interest rates increase or market
performance and plan returns improve or contributions cause the pension plan to return to fully funded status. During the year

ended December 31, 2006, the minimum pension liability decreased by $542,000, net of tax. The Company made no contributions
to the pension plan in 2006 or 2005. The Company s funding policy is to contribute cash to its pension plan so that the minimum
contribution requirements established by government funding and taxing authorities are met. The Company does not expect to

make a contribution to the pension plan in 2007.

The Company expects to spend less than $25,000,000 for capital expenditures in 2007. The increase in capital expenditures in
2007 from 2006 is principally to support new contract awards at DAS and DTl and offshore manufacturing expansion. The
Company believes the ongoing subcontractor consolidation makes acquisitions an increasingly important component of the
Company s future growth. The Company plans to continue to seek attractive acquisition opportunities and to make substantial
capital expenditures for manufacturing equipment and facilities to support long-term contracts for both commercial and military
aircraft programs.

The Company has made guarantees and indemnities under which it may be required to make payments to a guaranteed or
indemnified party, in relation to certain transactions, including revenue transactions in the ordinary course of business. In
connection with certain facility leases the Company has indemnified its lessors for certain claims arising from the facility or the
lease. The Company indemnifies its directors and officers to the maximum extent permitted under the laws of the State of
Delaware. However, the Company has a directors and officers insurance policy that may reduce its exposure in certain
circumstances and may enable it to recover a portion of future amounts that may be payable, if any. The duration of the guarantees
and indemnities varies and, in many cases, is indefinite but subject to statute of limitations. The majority of guarantees and
indemnities do not provide any limitations of the maximum potential future payments the Company could be obligated to make.
Historically, payments related to these guarantees and indemnities have been immaterial. The Company estimates the fair value of
its indemnification obligations as insignificant based on this history and insurance coverage and has, therefore, not recorded any
liability for these guarantees and indemnities in the accompanying consolidated balance sheets. However, there can be no
assurances that the Company will not have any future financial exposure under these indemnification obligations.
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As of December 31, 2006, the Company expects to make the following payments on its contractual obligations (in thousands):

Payments due by period

Less More

than 1 1-3 3-5 than 5

Contractual Obligations Total year years years years
Long-term debt $30,436 $1,196 $4,706 $24534 $ -
Operating leases 7,396 3,175 2,597 1,396 228
Contractual obligations 5,999 - 462 2,117 3,420
Minimum pension liability, net of tax 2,158 - 2,158 - -
Total $45989 $4,371 $9,923 $28,047 $3,648

The Company is a defendant in a lawsuit entitled United States of America ex rel Taylor Smith, Jeannine Prewitt and James Ailes
v. The Boeing Company and Ducommun Inc., filed in the United States District Court for the District of Kansas. The lawsuit is a qui
tam action brought against The Boeing Company ( Boeing ) and Ducommun on behalf of the United States of America for violations
of the United States False Claims Act. The lawsuit alleges that Ducommun sold unapproved parts to the Boeing Commercial
Airplanes-Wichita Division which were installed by Boeing in 32 aircraft ultimately sold to the United States government. The
lawsuit seeks damages, civil penalties and other relief from the defendants for presenting or causing to be presented false claims
for payment to the United States government. Although the amount of alleged damages are not specified, the lawsuit seeks
damages in an amount equal to three times the amount of damages the United States government sustained because of the
defendants actions, plus a civil penalty of $10,000 for each false claim made on or before September 28, 1999, and $11,000 for
each false claim made on or after September 28, 1999, together with attorneys fees and costs. On February 27, 2006, the United
States District Court granted the Company s motion and dismissed the lawsuit with respect to the Company, but granted leave of
court to the plaintiffs to amend the complaint to reassert their claims. On March 14, 2006, the plaintiffs filed a second amended
complaint. On April 24, 2006, the Company filed a motion to dismiss the second amended complaint, which is currently pending
before the court. The Company intends to defend itself vigorously against the lawsuit. The Company, at this time, is unable to
estimate what, if any, liability it may have in connection with the lawsuit.

The DAS facility located in El Mirage, California has been directed by California environmental agencies to investigate and take
corrective action for groundwater contamination. Based upon currently available information, the Company has established a
provision for the cost of such investigation and corrective action. DAS expects to spend approximately $1.5 million for future
investigation and corrective action for groundwater contamination and post-closure maintenance of the closed hazardous waste
facility at its El Mirage location. However, the Company s ultimate liability in connection with the contamination will depend upon a
number of factors, including changes in existing laws and regulations, and the design and cost of the construction, operation and
maintenance of the corrective action.

The Company s subsidiary, Composite Structures, LLC ( Composite ), and several other companies have been ordered by a
California environmental agency to investigate and clean up soil and groundwater contamination at its Monrovia, California facility.
Composite has filed a petition for review of the order.
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DAS and other companies and government entities have entered into an amended consent decree (the Consent Decree ) with the
California Department of Toxic Substances Control ( DTSC ), which has been entered in the United States District Court for the
Central District of California, relating to the alleged release of hazardous waste at a landfill in West Covina, California. The Consent
Decree resolves the liability of the DAS and the other settling defendants for past response costs, future interim response costs and
future DTSC oversight costs in connection with the landfill. The Consent Decree provides for the performance of certain operation,
maintenance and monitoring activities at the landfill by DAS and the other settling defendants until the later of March 15, 2008 or
two years after essential activities commence at the landfill. The Company, at this time, is unable to estimate reliably its liability in
connection with the landfill. Based on currently available information, the Company preliminarily estimates that the range of its
future liability in connection with the landfill is between approximately $443,000 and $3.0 million. The Company s accrued liabilities
at April 1, 2006 included the minimum amount of the range of approximately $443,000.

The Orange County Water District has filed a lawsuit against American Electronics, Inc. ( AEI ), a subsidiary of the Company, and
other companies, to recover damages, relating to contamination of groundwater within the District. The Company is defending the
lawsuit, and has notified the former owners of AEI of their contractual indemnification obligations to the Company in connection with
the lawsuit.

In the normal course of business, Ducommun and its subsidiaries are defendants in certain other litigation, claims and inquiries,
including matters relating to environmental laws. In addition, the Company makes various commitments and incurs contingent
liabilities. While it is not feasible to predict the outcome of these other matters, the Company does not presently expect that any
sum it may be required to pay in connection with these matters would have a material adverse effect on its consolidated financial
position, results of operations or cash flows.

ff-Balan heet Arrangemen

The Company s off-balance sheet arrangements consist of operating leases.

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 No. 155 ). SFAS No. 155 amends SFAS No. 133 Accounting for
Derivative Instruments and Hedging Activities ( SFAS No. 133 ), and SFAS No. 140 Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities ( SFAS No. 140 ) and addresses the application of SFAS No. 133 to beneficial
interests in securitized financial assets. SFAS No. 155 establishes a requirement to evaluate interests in securitized financial
assets to identify interests that are freestanding derivatives or that are hybrid financial instruments that contain an embedded
derivative requiring bifurcation. Additionally, SFAS No. 155 permits fair value measurement for any hybrid financial instrument that
contains an embedded derivative that otherwise would require bifurcation. SFAS No. 155 is effective for financial instruments
acquired or issued after January 1, 2007. The adoption of SFAS No. 155 did not have a material effect on the Company s
consolidated financial position and results of operations.

In July 2006, the FASB issued Final Interpretation No. 48 ( FIN No. 48 ), Accounting for Uncertainty in Income Taxes, an
interpretation of SFAS No. 109. FIN No. 48 clarifies the accounting for income taxes by prescribing the minimum recognition
threshold a tax position is
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required to meet before being recognized in the financial statements. FIN No. 48 also provides guidance on derecognition,
measurement, classification, interest and penalties, accounting in interim periods, disclosure and transition. In addition, FIN No. 48
excludes income taxes from the scope of SFAS No. 5, Accounting for Contingencies. FIN No. 48 is effective for fiscal years
beginning after December 15, 2006. Differences between the amounts recognized in the consolidated balance sheets prior to the
adoption of FIN No. 48 and the amounts reported after adoption will be accounted for as a cumulative-effect adjustment recorded to
the beginning balance of retained earnings. The Company expects that the financial impact, if any, of applying the provisions of FIN
No. 48 to all tax positions taken will not be material upon the initial adoption of FIN No. 48.

On September 13, 2006, the Securities Exchange Commission ( SEC ) released the Staff Accounting Bulletin No. 108 ( SAB

No. 108 ) SAB No. 108 specifies how public companies (and their auditors) quantify financial statement misstatements with respect
to annual financial statements. The interpretations in SAB No. 108 express the SEC staff s views regarding the process of
quantifying financial statement misstatement. SAB No. 108 requires that public companies used both an income statement focused
assessment and a balance sheet focused assessment in assessing the quantitative effects of financial misstatements. The
adoption of SAB No. 108 did not have a material effect on our consolidated financial position or results of operations.

On September 15, 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements

( SFAS No. 157 ), which addresses how companies should measure fair value when they are required to use a fair value measure
for recognition or disclosure purposes under Generally Accepted Accounting Principles ( GAAP ). As a result of SFAS No. 157 there
is now a common definition of fair value to be used throughout GAAP. The FASB believes that the new standard will make the
measurement of fair value more consistent and comparable and improve disclosures about those measures. Companies will need

to adopt SFAS No. 157 for financial statements issued for fiscal years beginning after November 15, 2007. The Company is

currently evaluating the effect that the adoption of SFAS No. 157 will have on its results of operations and financial position.

ITEM 7A. ANTITATIVE AND QUALITATIVE DISCL! RES ABOUT MARKET RISK.

Not applicable.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements and supplementary data together with the report thereon of PricewaterhouseCoopers LLP listed in the
index at Iltem 15(a) 1 and 2 are incorporated herein by reference.

ITEM 9. HANGES IN AND DISAGREEMENTS WITH A NTANTS ON A NTING AND FINANCIAL

DISCL RE

None.
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ITEM9A. CONTROLS AND PROCEDURES

Disclosur ntrols and Pr I

The Company s chief executive officer and chief financial officer have concluded, based on an evaluation of the Company s
disclosure controls and procedures (as defined in the Securities Exchange Act of 1934 Rules 13a-15(e) and 15d-15(e)), that such
disclosure controls and procedures were effective as of the end of the period covered by this report.

Internal Control Over Financial R rtin

Management s report on the Company s internal control over financial reporting as of December 31, 2006 is included under
Item 15(a)(1) of this Annual Report on Form 10-K.

Management excluded Miltec from its assessment of internal control over financial reporting because it was acquired in a purchase
business combination during 2006. As of December 31, 2006 management is in the process of integrating the Miltec acquisition.
Miltec will be included in management s 2007 evaluation of internal control over financial reporting.

han in Internal Control Over Financial R rtin

There has been no change in the Company s internal control over financial reporting during the three months ended December 31,
2006 that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

ITEM9B. OTHER INFORMATION

None.
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PART Il

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Directors of the Reqistrant

The information under the caption Election of Directors in the 2007 Proxy Statement is incorporated herein by reference.

Ex ive Officers of the Registran

The following table sets forth the names and ages of all executive officers of the Company, as of the date of this report, all positions
and offices held with the Company and brief accounts of business experience during the past five years. Executive officers do not
serve for any specified terms, but are typically elected annually by the Board of Directors of the Company or, in the case of
subsidiary presidents, by the Board of Directors of the respective subsidiaries.

Positions and Offices Other Business
Held With Company Experience

Name (Age) (Year Elected) (Past Five Years)

Joseph C. Berenato (60) Chief Executive Officer (1997), President
President (2006) and Chairman of the (1996-2003)
Board (1999)

Gregory A. Hann (52) Vice President, Chief Financial Officer Chief Financial

and Treasurer (2006) Officer of
Alcoa Fastening
Systems
(2003-2006); Chief
Financial
Officer of Alcoa Mill
Products
(1998-2003)

James S. Heiser (50) Vice President (1990), General Counsel Chief Financial
(1988), Secretary (1987) Officer
(1996-2006) and
Treasurer
(1995-2006)

Gary Parkinson (50) Vice President , Human Resources Vice President,
(2005) Human

Resources of Great
Lakes
Chemical Corp.
(2003-
2005); Director,
Human

54



Anthony J. Reardon (56)

John J. Walsh (48)

Samuel D. Williams (58)

Edgar Filing: DUCOMMUN INC /DE/ - Form 10-K

President of Ducommun AeroStructures,
Inc. (2004)

President of Ducommun Technologies,
Inc. (2004)

Vice President (1991) and Controller
(1988)

35

Resources of
Eaton
Aerospace
(1999-2003)

President of
Ducommun
AeroStructures
(2003); Vice
President of
Business
Management of
Ducommun
Aerostructures
(2001-2002); Vice
President

of Business
Management

of Composite
Structures,

LLC (1997-2001)

Executive Vice
President

and Chief
Operating Officer
of Special Devices,
Inc.

(1998-2004)
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Audi mmi nd Audi mmi Financial Exper

The information under the caption Committees of the Board of Directors relating to the Audit Committee of the Board of Directors in
the 2007 Proxy Statement is incorporated herein by reference.

mpliance With ion 1 f the Exchange A

The information under the caption Section 16(a) Beneficial Ownership Reporting Compliance in the 2007 Proxy Statement is
incorporated herein by reference.

Code of Ethics

The information under the caption Code of Ethics in the 2007 Proxy Statement is incorporated herein by reference.

han Pr I Recommend Nomin

There have been no material changes to the procedures by which security holders may recommend nominees to the Company s
Board of Directors since the date of the Company s last proxy statement.

ITEM11. EXECUTIVE COMPENSATION

The information under the captions Compensation of Executive Officers, = Compensation of Directors, = Compensation Committee
Interlocks and Insider Participation and Compensation Committee Report in the 2007 Proxy Statement is incorporated herein by
reference.

ITEM12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The information under the caption Security Ownership of Certain Beneficial Owners and Management in the 2007 Proxy Statement
is incorporated herein by reference.

ITEM13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information under the caption Election of Directors in the 2007 Proxy Statement is incorporated herein by reference.
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ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information under the caption Principal Accountant Fees and Services contained in the 2007 Proxy Statement is incorporated
herein by reference.
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PART IV

ITEM 15.  EXHIBITS. FINANCIAL STATEMENT SCHEDULES. AND REPORTS ON FORM 8-K

(a) 1. Einancial men

The following consolidated financial statements of Ducommun Incorporated and subsidiaries, are incorporated by reference in
Item 8 of this report.

Page
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2. FEinancial Statement Schedule
The following schedule for the years ended December 31, 2006, 2005 and 2004 is filed herewith:
Schedule Il Valuation and Qualifying Accounts and Reserves 67
All other schedules have been omitted because they are not applicable, not required, or the information has been otherwise
supplied in the financial statements or notes thereto.
3. Exhibits
See ltem 15(b) for a list of exhibits. 68-70
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Management s Report on Internal Control Over Financial Reporting

Management of Ducommun Incorporated (the Company ) is responsible for establishing and maintaining adequate internal control
over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. The Company s
internal control over financial reporting is designed 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. The
Company s internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the Company,

(i) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the Company are being made only
in accordance with authorizations of management and directors of the Company, and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use or disposition of the Company s assets that could have a material
effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of the Company s internal control over financial reporting as of December 31, 2006. In
making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control-Integrated Framework. Based on our assessment and those criteria, management
concluded that the Company maintained effective internal control over financial reporting as of December 31, 2006.

Management has excluded Miltec from its assessment of internal control over financial reporting as of December 31, 2006,
because it was acquired by the Company in a purchase business combination during 2006. Miltec is an indirect wholly-owned
subsidiary of the Company whose total assets and total revenues represent 19% and 16%, respectively, of the related consolidated
financial statement amounts as of and for the year ended December 31, 2006. Management s conclusion in this report regarding
the effectiveness of the Company s internal control over financial reporting as of December 31, 2006 does not include the internal
control over financial reporting of Miltec.

PricewaterhouseCoopers LLP, the Company s independent registered public accounting firm, has audited management s
assessment of the effectiveness of the Company s internal control over financial reporting as stated in the report which appears
immediately following this Management s Report on Internal Control over Financial Reporting.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Ducommun Incorporated:

We have completed integrated audits of Ducommun Incorporated s consolidated financial statements and of its internal control over
financial reporting as of December 31, 2006, in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Our opinions, based on our audits, are presented below.

nsoli financial ments and financial ment sch |

In our opinion, the consolidated financial statements listed in the index appearing under ltem 15(a)(1) present fairly, in all material
respects, the financial position of Ducommun Incorporated and its subsidiaries (the Company ) at December 31, 2006 and 2005,
and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2006 in
conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the financial
statement schedule listed in the index appearing under ltem 15(a)(2) presents fairly, in all material respects, the information set
forth therein when read in conjunction with the related consolidated financial statements. These financial statements and financial
statement schedule are the responsibility of the Company s management. Our responsibility is to express an opinion on these
financial statements and financial statement schedule based on our audits. We conducted our audits of these statements in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

As discussed in Note 1 to the consolidated financial statements, the Company changed the manner in which it accounts for
share-based compensation in 2006.

Internal control over financial reportin

Also, in our opinion, management s assessment, included in Management s Report on Internal Control Over Financial Reporting
appearing on under Item 15(a)(1), that the Company maintained effective internal control over financial reporting as of

December 31, 2006 based on criteria established in Internal Control Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), is fairly stated, in all material respects, based on those criteria. Furthermore,
in our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of

December 31, 2006, based on criteria established in Internal Control Integrated Framework issued by the COSO. The Company s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express opinions on management s assessment and
on the effectiveness of the Company s internal control over financial reporting based on our audit. We
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conducted our audit of internal control over financial reporting in accordance with the standards of the Public Company Acc