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

[X] ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)FOrHE SECURITIES EXCHANGE ACT OF

1934
For the fiscal year ended December 31, 2007
or
[] TRANSITION REPORT PURSUANT TO SECTION 13 OR #i3©OF THE SECURITIES EXCHANGE ACT
OF 1934
For the transition period from to

Commission File Number 1-134
CURTISS-WRIGHT CORPORATION
(Exact name of Registrant as specified in its @nart

Delaware 15-061297C
(State or other jurisdiction (I.LR.S. Employer Identification No
incorporation or organizatiol

4 Becker Farm Road, Roseland, 07068
(Address of principal executive office (Zip Code)

Registrant’s telephone number, including area c(@i&3) 597-4700

Securities registered pursuant to Section 12(hefAct:

Name of each exchan
Title of each clas on which registere
Common stock, par value $1 per sk New York Stock Exchanc

Securities registered pursuant to Section 12(ghefct: None
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405c0B#turities Act. Yes [X] No[ ]
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act. Yes[ ] No [X]

Indicate by check mark whether the Registrant &) filed all reports required to be filed by Secti® or 15(d) of the Securities Exchange Act of4L88ring th
preceding 12 months (or for such shorter periottti@registrant was required to file such repoesyl (2) has been subject to such filing requirgséor the
past 90 days. Yes [X] No[ ]

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K (25 of this chapter) is not contained herein, &ilichot be
contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part Ill of this Form 10-Kaoy
amendment to this Form 10-K. [ ]

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting comp&@se the
definitions of “large accelerated filer,” “accelegd filer” and “smaller reporting company” in Ruléb-2 of the Exchange Act.

Large accelerated filer [X] Accelerated filer [ ]
Non-accelerated filer [ ] Smaller reporting company [ ]

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxgle Act). [ ] Yes [X] No




The aggregate market value of the voting stock hgldon-affiliates of the Registrant as of JuneZ7, was approximately $2.1 billion.

The number of shares outstanding of each of thésReagt's classes of Common stock as of Januar@d8:

Class Number of share
Common stock, par value $1 per sk 44,716,91(

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement of the Registratit respect to the 2008 Annual Meeting of Stockkeadto be held on May 2, 2008 are incorporated by
reference into Part 11l of this Form 10-K.
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PART |

Item 1. Business.

FORWARD-LOOKING INFORMATION

Except for historical information, this Annual Repon Form 10-K may be deemed to contain “forwardking” information within the meaning of the Priv
Litigation Reform Act of 1995. Examples of forwakabking information include but are not limited t() projections of or statements regarding retm
investment, future earnings, interest income, oithesme, earnings or loss per share, growth praspeapital structure, and other financial terrb3,statemen
of plans and objectives of management, (c) statesneh future economic performance, and (d) statésnefh assumptions, such as economic condi
underlying other statements. Such forward-lookimfgrimation may be identified by the use of forwérdking terminology such as “believes,” “expectsiiay,”
“should,” “could, “ “anticipates,'the negative of any of the foregoing or variati@fissuch terms or comparable terminology, or by uis@n of strategy. M
assurance may be given that the future resultsittescby the forwardeoking information will be achieved. Such statemsesre subject to risks, uncertaint
and other factors, which could cause actual regaltdiffer materially from future results expressedimplied by such forwartboking information. Suc
statements in this Annual Report on Form 10-K ideluwithout limitation, those contained in ItenBlsiness, ltem 7. ManagemenDiscussion and Analysis
Financial Condition and Results of Operations, l®@nFinancial Statements and Supplementary Datadimg, without limitation, the Notes To Consolide
Financial Statements, and Item 11. Executive Comsguigon. Important factors that could cause theahcetsults to differ materially from those in thdeeward-
looking statements include, among other items:

e the Corporations’ successful execution of intepeformance plans and estimates to complete;

e performance issues with key suppliers, subcontractmd business partners;

e the ability to negotiate financing arrangementhvenders;

e legal proceedings;

e changes in the need for additional machinery amipagent and/or in the cost for the expansion ofGbeporation’s operations;
o ability of outside third parties to comply with theommitments;

e product demand and market acceptance risks;

o the effect of economic conditions;

e the impact of competitive products and pricing;

e product development, commercialization, and teabgiokl difficulties;

e social and economic conditions and local regulatiorthe countries in which the Corporation condlitst businesses;

e unanticipated environmental remediation expensetagns;

e capacity and supply constraints or difficulties;

e an inability to perform customer contracts at d@ptited cost levels;

e changing priorities or reductions in the U.S. andeign Government defense budgets;

e contract continuation and future contract awards;

e U.S. and international military budget constraigutsl determinations;

e the other factors discussed under the caption “R&kors” in Iltem 1A below;

e and other factors that generally affect the busimésompanies operating in the Corporation’s m@rked/or industries.

These forward-looking statements speak only asi@fdate they were made and the Corporation assnmebligation to update forwarldeking statements
reflect actual results or changes in or additienthé factors affecting such forward-looking stateis.
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BUSINESS DESCRIPTION

CurtissWright Corporation was incorporated in 1929 undee taws of the State of Delaware. We design andufaature highly engineered, advan
technologies that perform critical functions in derding conditions in the defense, commercial aemwspenergy, and general industrial markets, v
performance and reliability are essential. Our ganedustrial markets include higherformance automotive, construction, simulatiod test equipment, a
engineering services.

Our core competence is providing advanced techiedowith superior reliability for customers opematiin harsh environments. In addition to mee
demanding performance requirements, our technaagignificantly improve worker safety, minimize émwnmental impact, and improve operating efficiel
Our products and services include critibahction pumps, valves, motors, generators, anctreleics; aircraft flight controls, landing systemsdnance handlin
stabilization and utility actuation; as well as alkirgical enhancement of highly stressed compané@uirtissiWright competes globally based on technology
pricing, however, significant engineering expertisea limiting factor to competition, particularip the U.S. government market. Our business sucis
challenged by price pressure, environmental impaut, geopolitical events, such as the war on tenmpand diplomatic accords. Our ability to provitigh-
performance, advanced technologies on a cost-efécoaisis is key to meeting customer demand.

We manage and evaluate our operations based goradects we offer and the different markets we seBased on this approach, we operate through
segments: Flow Control, Motion Control, and Metakedtment. Our principal manufacturing facilitiee docated in the United States and include prid
facilities in California, Idaho, New Jersey, New rKpNorth Carolina, Ohio, Pennsylvania, Texas, afidjinia. Principal international facilities aredated ir
Canada, the United Kingdom, and Switzerland.

In 2007, Curtiss-Wright reached $1.6 billion ineslan increase of 24% over 2006, which is a coation of our doublaligit sales rate growth in recent ye
In the five years since 2002, Curtid#ight has attained a cumulative sales increas216f6, or $1.1 billion, representing a compoundeguah growth rat
(CAGR) of 25%. This sales growth was achieved pritp#hrough the acquisition of over 25 businesseigh an aggregate purchase price of approximai@(
million, while increasing organic sales growth egelar from 6% in 2003 to 13% in 2007. During theneaime period, operating income grew at a 21% C/
increasing from $69.0 million in 2002 to $179.1lmih in 2007. We believe our ability to consistgngrow operating income during this period of ragidwtr
illustrates our ability to integrate acquisitionsickly and profitability. We intend to continue éxecute our aggressive growth which focuses on Emgntan
markets that demand high performance and highljneeged products and services.

Our strategy, initiated in 2000, was to minimize dapendence on the commercial aerospace marketieensify into other key markets. The rebalanaifigur
portfolio was the result of focusing growth initias in two robust markets: energy and defensea Aesult of our growth, the commercial aerospacepmmen
has decreased from 36% in 2001 to 17% in 2007 ewhit defense markets have increased from 23%rqgfartfolio in 2001 to 38% in 2007. In the sameipe,
we have reinforced our diversification by attainstgategic positions in the growing energy markietsiuding oil and gas, and nuclear power genenatichict
now represent 18% and 12%, respectively, of oal fmirtfolio. While CurtissA/right generated a shift in its business portfttiche defense and energy mar
over the past five years, we have also developgzivacore competence in electronics technology. @lieve our ability to design and develop future gration:
of advanced electronics systems is a strategicthravea for the high performance platforms in @mwed markets.

Flow Control

Our Flow Control segment primarily designs, mantifees, and distributes a portfolio of highly engired, criticalfunction products including valves, pumr
motors, generators, instrumentation, and cont@dtebnics. These products manage the flow of lisj@dd gases, generate power, provide electroniaidpg
systems, and monitor critical functions. Our prignanarkets are naval defense, commercial nuclearep@eneration, oil and gas processing, and ge
industrial applications. In the naval defense marke are a global leader in propulsion technolegied a preferred supplier to the U.S. Navy foirthigcraf
carrier and submarine programs. Government salesaply to the U.S. Navy as a subcontractor, casgat 29%, 43%, and 48% of segment sales in 20@a,
and 2005, respectively. Revenues derived from ahesof valves during 2007, 2006, and 2005 reptede2R%, 18%, and 16%, respectively, of our codstdic
revenue.
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The Flow Control segment consists of 21 companiasaged through five operating divisions: Eledfeehanical Systems, Valve Systems, Control Sys
Commercial Power and Services, and Oil and Ga®BystThe segment has a global customer base wiiitigal manufacturing operations in the United &
Canada, and the United Kingdom.

Our Electro-Mechanical Systems division producesaded electranechanical solutions for the U.S. Navy, commerniatlear power generation, oil and
processing, and other general industrial markeltte division designs and manufactures advanced pumeptors, generators, propulsors, mechanicals,
control rod drive mechanisms, and power conditigréfectronics. This division develops, designs, afactures, and performs qualification testing dfical-
function, electro-dynamic solutions for their mainstomer, the U.S. Nuclear Navy, including mainlanob pumps, other criticdlinction pumps, extreme
powerdense, compact motors, main and ship service gemgraecondary propulsion systems, and desigmeegng services. Current platforms include
CVN aircraft carrier and Virginia class submarines.

In addition, the segment provides propulsion motord main generators to the non-nuclear U.S. Nagjyding the DDG1000 destroyer program. The divis
is strengthening its relationship with the Navy fmrticipating in the design and development of majtsystems for the Navy’s Electktechanical Aircral
Launch System (EMALS) as well as the Advanced AimgsGear (AAG) for installation in its aircraft #r fleet. This division expanded its offeringsthe
military to now include advanced electmmagnetic product development to the U.S. Army aseqalipower technology continues to advance in thigany
weapons segment.

Electro-Mechanical Systemgroducts are also sold to complementary commeriakets, primarily nuclear power generation andaoill gas. We provi
reactor coolant pumps, pump seals, and controdroc@ mechanisms for commercial nuclear power glaht 2007, we announced our first new constru
contract for four Westinghouse AP1000 power plaotde built in China. This is a significant mileseoboth for the nuclear power renaissance, whie
domestic market is expected to participate in, #redglobalization of nuclear power technology. Heere the division will have to compete with otheajor
nuclear component suppliers in the United Statekehan which awards are based on a combinatiopreferred systems designs, historical relationséi
price.

In the oil and gas market, we are utilizing our an@nd pumping system expertise and partnering wvithstry leaders to develop advanced systemsffeinare
recovery, production, and transmission. Curreng@ms encompass sub-sea pumping and pdemse motors for compact, integrated compresstersgs Thi:
division has also expanded its offerings to inclidzardous waste pumps to the Department of En@@E). This division has locations in Chesw
Pennsylvania, and Phillipsburg, New Jersey.

In 2007, this division acquired Benshaw Indust@aintrols Inc., of Pittsburgh, PA. Benshaw is a reatkader in the design, development, and manufact
integrated motocontrols and protection technologies solutions lfading original equipment manufacturers (OEMs) amdustrial customers. Bensh
engineers and manufactures a full range of rugggidple, and internationally compliant productattemoothly control the amount of electrical cutnerovidec
to motors. Custom panel solutions include a varétipw and medium voltage components, such asestadrives, contactors, breakers and other cbdg®ices
While this is a highly competitive market, Benshiavan established leader with an installed basevef 100,000 control units, with hundreds of custigsigne
systems.

Benshaws customers are in the industrial heating, vemitatand air conditioning (HVAC) market as well #¥ energy processing market, incluc
petrochemicals, power generation, mining, and prariation. Strategically, Benshaw provides a sigaift opportunity to expand our product offeringsthe
commercial power generation, control electronicg] aystems markets, in particular for our high dpeetors and AP1000 pumps, as well as providingva |
cost manufacturing resource for future military léggdions. Founded in 1983, Benshaw employs apprately 410 people and has nine locations in the &hé
two in Canada.

Our Valve Systems division produces high-perfornearspecialized valve solutions that control thevfiaf liquids and gases and prevent opegssurization ¢
vessels, pipelines, and equipment. Valve Systenisioln designs, engineers, and manufactures spoemded and pilot-operated pressvedef valves, as well
metal-seated industrial gate, butterfly boltlesdesIplug, angle, diverter, and ball valves usedtandard and advanced applications, including-higtte, high-
pressure, extreme temperature, and corrosive plantonments. Because of the critical nature ofe¢happlications, our products are highly engineévetdee
stringent performance and reliability requirememtsaddition, this segment provides engineeringpsuip testing, repair, and consulting services gligb Key
markets include defense, power generation, oilgasdprocessing, and general industrial markets.

Page 6




This division’s valves are utilized in the nuclear propulsiontesysof every nuclear submarine and aircraft cac@mnmissioned by the U.S. Navy. Curi
programs include the Virginia class submarine an@l@ircraft carriers. In addition, we provide spaend repair work for various submarine classes) as Lo
Angeles and Trident, as well as the Nimitz classraft carriers. Despite a relatively flat navafatese budget in recent years, growth has been giedein thi:
market through long-standing customer relationshipd successful development programs for maclear control valves and flight critical applicets aboar
the nation$ aircraft carriers. Although there is strong cotitjpe for these awards, competition is limited bignificant qualifications and performar
requirements. In commercial markets, this divigioovides valves to commercial nuclear power plasitsand gas refineries, production platforms amgklines
and general processing industries worldwide. Iritamid we are integrating our core hardware tecbgplwith engineering software to enhance produecsen
and inventory management. General industrial prizdwithin the Valves division include hydraulic pemunits and components primarily for the automeawc
entertainment industries, specialty hydraulic andymatic valves, aidkiven pumps, gas boosters, and directional contbles used in industrial applicatic
such as truck transmissions and car transportetarfCompetition is based upon quality of technglquice, installed base, and delivery times. Tdiigsion is
headquartered in East Farmingdale, New York witlilifg locations in New York, Louisiana, Ohio, Tegssee, Canada, the United Kingdom, and South k
as well as a joint venture in Russia. In additidaring 2007, this division opened a facility in fija, China to establish a local presence in thiggrowtr
market.

Our Controls Systems division develops, manufastutests, and services specialized electronic umsntation and control equipment which inclt
instrumentation for primary and secondary contreteam generator control equipment, valve actuatord valve and heater controls. This division [fes
custom designed and commercial-off-sieelf (COTS) electronic circuit boards and systémthe U.S. Nuclear Navy. There is strong competiin the Nav
nuclear market, but competition is limited by sfgr@nt qualification and performance requirements.

The Controls Systems division also designs and faatwres advanced valve controllers and prediatiegntenance systems for the oil and gas and iriel
markets. The divisios' products include plant instrumentation, primang aecondary controls, steam generator controlpetgit, valve actuators, valve :
heater controls, calorimetric instrumentation, genéigital signal processor cards, digital and euvim readout meters, response time test instrurtienfaeacto
plant control equipment, Stress Wave Analysis (SWad¢hnology, and COTS power supply units. Thesilivi also provides engineering and support ser
which include embedded system design, shipboardneaatton and valve networking, microprocessor, Fieldgrammable Gate Array (FPGA), and an
design, system integration, software design andiftpagion, and factory acceptance testing. Thigsion is headquartered in East Farmingdale, NevkYo

Our Commercial Power and Services division desigraufactures, distributes, and qualifies flow coinproducts for nuclear power plants, hydroeleatmerg:
producers, the DOE, and the Department of Defefikis division offers a wide range of fastening epss$, specialized containment doors, airlock hat
electrical units, bolting solutions, machined produy valves, pumps, diamond wire concrete cuttimgl enterprise resource planning and consultingcsey. Ir
addition, the division provides distribution anahdeing of OEM spare parts and valve componengsniing, onsite services, staff augmentation, and engine
programs relating to nuclear power plants. Thissitim has locations in Brea, California, Idaho &altlaho, and Middleburgh and Cincinnati, Ohio.

As anticipation of the renaissance of nuclear poeartinues, we will face a growing number of contpes. Many of the suppliers that participated fie
construction of first and second generation nugbeaver plants retired their nuclear Quality Assaeprograms and exited the business during the2fagears
Several of them have established plans to re-émtemarket. Additionally, there has been growtthiem nuclear certification of new suppliers interoaally.

Our operations have maintained all of the regujatertifications required to provide and/or quakilue-added representations and certificationucfeargrade
products and are well positioned to benefit fromoanmercial nuclear renaissance both domesticalliyiaternationally. The key will be to remain compeé
and continue to offer excellent performance andityyaroducts.

We feel we maintain a competitive advantage byeiof our breadth of nuclear technology, industepichmarked Quality Assurance programs, largelied
base, strategic alliances, resident expertise asimer recognition of the important nature of lomg-term commitment to servicing the unique challergfethe
market.

In 2007, this division acquired Scientech, LLC dafo Falls, Idaho. Scientech is a global providecammercial nuclear power instrumentation, eleet
components, specialty hardware, process contrdesyss and proprietary database solutions aimednptoving safety and plant performance, efficie
reliability, and reducing costs. Scientesiproducts complement our existing commercial rargrtfolio and provide us with an excellent ogpoity to expan
in this high growth market with critical hardwaggant process controls, and proprietary databalsgios. Scientech operates through two divisidrechnica
& Hardware Solutions, which provides instrumentatielectrical and mechanical hardware for utiliiegddress obsolescence and to improve the effigianc
safety of operations, and Utility Services whicloypdes specialized analysis, technical consultamgl engineering solutions that assist in modergifacilities
improving operating efficiency, and respondingegulatory requirements.
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Founded in 1983, Scientech has grown steadilycussomers are the leading players in the domesticimternational commercial power generation marée
well as government agencies engaged in nuclearitéeti The company is headquartered in Idaho Faliho and has facilities in Huntsville, AlabarBainedin
Florida, Berwick, Pennsylvania, and New Milford, @ecticut.

Our Oil and Gas Systems division designs and matwies valves and vessel products for the oil aasl rgfining market. Primary products include ¢
deheading systems, fluidic catalytic cracking YrR€CU) components, and wedmabled software for the FCCU process control. @hission operates facilitie
in the U.S., Canada, and United Kingdom.

We are a premier supplier of coke deheading systesish includes top and bottom imeading valves, isolation valves, and cutting toetguired to open al
empty coke drums during the refining process. laetuin this portfolio of products is the DeltaGu#&tdokedrum unheading valve, a revolutionary advance
in cokedrum unheading technology. Our patented technoleggmotely operated, therefore inherently safsy éa operate, reliable, cost effective, and ce
configured for any cokefum application. The division also provides inget installation, repair and maintenance, andepotfield services for har
environment flow control systems. Competition mited in this market due to our patented and prdeehnology in this critical, severe service apgtiion.

Our FCCU product portfolio includes custatesigned valves, engineered pressure vessels,amplamentary components that operate in indugpriates
applications including fluid, residual, and catalytracking units as well as power generation,|stenufacture, and ore reduction. We manufactumeair, an
modify orifice chambers, hydrotreaters, and AmeriGociety of Mechanical Engineers (ASME) code preswyessels. In addition, we provide a wide arrg
field services, including equipment repair, modifion or replacement, inspection of valves, cosfrpipes and refractory linings, maintenance plagranc
scheduling for valves or control systems, diagreoassistance with troubleshooting problems inaaitcomponents, and aite system training. Due to 1
critical and severe service applications requirmghly engineered solutions, competition is limitexla few major competitors. While we face stificg
competition on most major projects, our large ithstbase product suite, integrated systems cdpahbihd aftermarket service attracts a significamstome
base.

In 2007, this division acquired Valve Systems amhi@ls (VSC) of Houston, Texas. VSC provides caitivalve, automation, and controls solutions fofeeets
of flow control operations to the oil and gas markéSC has been a long-standing partner with Delte® and this acquisition positions Curtisgight as
leader in turnkey coker system globally, deliveranggical valve, automation and control system picid for the delayed coke deheading process irefifleries
VSC is the exclusive channel to market for Deltadatoker products for North and South America.ddigion, VSC provides valve automation, processtad
and protection technology, project engineering aftérmarket field services to related secondarynire processes, oil production platforms and e
facilities, liquefied natural gas (LNG) terminalscastorage facilities, natural gas pipeline operej and power generation facilities. Competitivieipg pressur
for valve automation systems is mitigated by oyresior technical expertise and extraordinary servic

Founded in 1974, VSC is headquartered in Houstera$3, with approximately 65 employees and satelfiees in Baton Rouge, Louisiana, and Seoul, B
Korea.

The following list defines our principle productsdathe markets served by the Flow Control segment.

Naval Defense

¢ Nuclear propulsion system component
Valves (butterfly, globe, gate, control, safetyiafe solenoid, hydraulic operated gate)
Pumps
Motors and generators
Instrumentation and controls
¢ Non-nuclear products
Smart leakless valves
Sub-safe ball valves
Jet-fuel pumping valves
Steam generator control equipment
Air driven fluid pumps
Engineering, inspection, and testing services
e Aircraft carrier launch and retrieval equipment
Advanced electromagnetic systems
Flight critical components (aircraft shuttle compats, holdback bars, capacity selector
valves)
« Instrumentation and control systems
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Ground Defense

. Electromagnetic gun pulse-power supply system
Oil & Gas Processing
. Critical process valves

DeltaGuard coker unheading valve
Boltless catalyst control slide valves
Butterfly and triple offset butterfly valves
Pilot operated relief valves
Pressure relief valves
Safety valves
Solenoid, gate, and globe valves
Steam valves

. Fluidic catalytic cracking equipment
Air grids and cyclones
Risers, headers, and wye sections

. Engineered process vesse
Cat cracker reactors and regenerator heads
Hydrotreators

. Advanced valve controls and prognostics technolog

Digital valve controller with redundant technology
Signature recognition for fault and leak detection
Integrated valve, automation, safety and contretesps

. Web-enabled process control softwar:
Nuclear Power Generation
. Advanced motors and generator:
. Pumps
Reactor coolant and process
. Valves

Solenoid, ball, butterfly, check, pressure relgzffety and pilobperated relief valves, and g
and globe (motor operated, air operated, pneunilgtimaerated)

. Control rod drive mechanisms
. Design, fabrication of nuclear facility airlocks, dors, hatches
. Instrumentation
. Diagnostic and test equipmen
. Fluid sealing technologie
. Actuators
Pneumatic and hydraulic
. Plate heat exchanger:
. Separation technologie:
. Fasteners
. Advanced bolting technologie:
. Diamond wire concrete cutting
. Engineering services
. Equipment qualification, commercial grade dedicatio
. Inventory management system:
General Industrial
. Valves
Directional control and pneumatic
. Critical machinery fault detection and prognosticssystems

The Flow Control segment competes globally on tasidof technical expertise, price, delivery, cactiual terms, previous installation history, andbglly
renowned reputation for quality. Delivery speed #mal proximity of service centers are importantwitspect to aftermarket products. Sales to comalernc
users are accomplished primarily by direct salepleypees and, in certain instances, by manufacturemesentatives located in primary market aread) st
nuclear power utilities, principal boiler and remdbuilders, processing plants, and architectunglreeers. For its military contracts, the segmeneives reques
for quotes from prime contractors as a result @figpan approved supplier for naval propulsion sysgeimps and valves. In addition, sales enginegms@tinon-
nuclear sales activities. The segment uses thetdlrgtribution basis for military and commercialves and associated spare parts.
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Backlog for this segment at December 31, 2007,$va%.6 million, of which 40% will be shipped aftame year, compared with $434.9 million at Decendig
2006. Approximately 30% of this segmenbtacklog as of December 31, 2007 is comprisedwoingercial nuclear orders with Westinghouse Eled@ampan’
LLC (“Westinghouse”).Sales to Westinghouse represented approximately 8%, and 8% of total segment sales in 2007, 2@@6, 2005, respective
Additionally, 16% of this segmerst’backlog as of December 31, 2007 is compriseddsre with the U.S. Navy through a prime contracBachtel Group, In
Sales by this segment to Bechtel accounted for 3%, and 24% of this segmentbtal sales in 2007, 2006, and 2005, respectieely%, 9%, and 10% of c
consolidated revenue. The loss of these customeutdvihave a material adverse effect on the busioegs segment and us. None of this segnsentisiness
seasonal. Raw materials are generally availabdgl@guate quantities, although pricing is impacteddmmodity prices.

Motion Control

Our Motion Control segment designs, develops, mestufes, and maintains sophisticated, high-perfoomanechanical actuation and drive systems, mission
critical embedded computing systems, and electramaitoring sensors. These products assist in dkedff and landing of aircraft, manage the ordn:
handling of weapons in flight and on rough grouexdin, provide critical flight data monitoring andmmunication, and electronic landing systems vieicabli
shipboard helicopter recovery in adverse weathaditions. Our primary markets include defense, cemuial aerospace and industrial equipment mau
Government sales, primarily as a subcontractor ndeld States prime contractors, comprised 62%, 63%d, 64% of segment sales in 2007, 2006, and
respectively. Sales to the Boeing Company, whicfuthes both military and commercial market productsnprised 10% of segment sales in 2007, 200€
2005. No other individual customer represents ntloaie 10% of this segment’s aggregate sales.

The Motion Control segment consists of 20 businests that are organized and managed as threeteoh@ology groups: Engineered Systems, Embe
Computing, and Integrated Sensing. The segmenatglsbal customer base with principal manufactudpgrations in the United States, Canada, the d
Kingdom, and Switzerland.

Our Engineered Systems division’s product offeritmthe aerospace industry consist of electro-machband hydranechanical actuation control compont
and systems designed to position aircraft contuolases or to operate canopies, cargo doors, wsapay doors, or other devices used on commercid
military aircraft. Commercial aircraft platformsciude the Boeing 737, 747, 757, 767, 777, 787,usrA320, A330, A340, and A380. Military aircraftagfiorms
include F-22 Raptor, F-35 Joint Strike Fighter ltighg 1l, F/A-18 Hornet, F-16 Falcon, V-22 Ospr&lobal Hawk, and the Sikorsky UBR Black Hawk an
SH-60 Seahawk helicopters. The division also provielestric motors, controllers, and smaller electronamical actuation subsystems for flight, enginel
environmental control applications on various conoia transports, regional aircraft, business aifitcimilitary aircraft, and spacecraft.

As a related service within the Engineered Systdivision, we also provide commercial airline, ndhy, and general aviation customers with compc
overhaul and repair services. These services iadloé overhaul and repair of hydraulic, pneumatiechanical, electraaechanical, and electronic compone
aircraft parts sourcing, and component exchangecesr for a wide array of aircraft.

In addition, Engineered Systems designs, manufestand distributes electro-mechanical and elduotdraulic actuation components and systems, eldc
controls for military tracked and wheeled vehictesl highspeed tilting trains, and commercial markets utitizdrive technology. These products consit
turret aiming and stabilization, weapons handliggtems, suspension systems for armored militaryclehsold to foreign defense equipment manufacdi
tilting systems for high-speed train applicatiofogl control valves for large commercial transpitips, and a variety of commercial servo valves.

Through its marine defense unit, the Engineerede®ys division designs and manufactures electeghanical systems for landing helicopters aboanch
vessels. The shipboard helicopter handling sysemmsised by the U.S. Navy, U.S. Coast Guard, aré than ten other navies around the world. Thesitiv
also designs and builds elements of the shgircraft storage structures, including telesctiicgars and hangar doors. Specialized handlirigragsare provide
for towing sonar and mine sweep systems for submaarand surface ships.
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Engineered Systems products are sold primarilyutinioa domestic and international sales force. lditath, we have a marketing distribution facility
Singapore. A direct sales force is utilized witsisgance from commissioned agents. Sales to Japanade through Mitsubishi Trading Corporation, aadair
sales to the U.S. Navy are made through the Cam&timmercial Corporation. All other sales are mdidectly to OEMS, airlines, and government agencie
well as to aircraft and ship builders around thelgio

Our Engineered Systems products are sold in cotigeetivith a number of other suppliers, some of whibave broader product lines and greater finar
technical, and human resources. The competitivér@mwent for these products has become more comtedtdue to recent strategic trends at the
contractor level resulting in a smaller market eftically integrated suppliers while prime contmstspecialize in integration and final assembljce? technice
capability, performance, service, and “overall edlare the primary forces of competition with an apilio offer solutions to perform control and actoa
functions on a limited number of new productiongraims. Our overhaul and repair services are sotminpetition with a number of other overhaul anpiait
providers with a focus on quality, delivery, andicpr The division provides these services fromlitaes in Gastonia and Shelby, North Carolina, MiaRiorida
Mississauga and Stratford, Ontario, and Neuhausge8aiitzerland.

Our Integrated Sensing division develops and manurfas a range of sensors, controllers, and eld@ctamntrol units for military and commercial agrase an
industrial markets. These products include positessure, and temperature sensors, solenoidsodgrbid valves, smoke detection sensors, torqusreg ice
detection and protection equipment, air data coergutilight data recorders, joysticks, and eledtrarignal conditioning and control equipment. Wd ser
products primarily to prime contractors and systatagrators, both directly and through a networknafependent sales representatives on a worldwades
Position sensors are used on primary flight corgystems and engine controls on Airbus and Boeiigadt, regional and business aircraft, and on ynidrS
and European military aircraft. Air data, flighttorder, and ice protection equipment are suppbechany helicopter applications. We also sell owdprcts fo
use in a wide range of industrial applications sasoff-highway vehicles, powered wheelchairs, essacontrol, and competitive racing.

Competition within the Integrated Sensing divisiespecially in the aerospace market, is increagibging driven by price. The ability to service thestome
with superior performance and quality is expectedllovendors, but downward pricing pressure is ggimg as a key discriminator. Integrated sensodpets ar
manufactured through facilities in the United Kiogd, Germany, and the United States.

In 2007, this division acquired IMC Magnetics Cammn (IMC). IMC produces solenoids, fans, motaral specialized products for numerous aeros
commercial, and industrial applications. With atfmio of over 7,000 different solenoid and solehwalve designs, IMG products are used by leading OENM
a variety of applications such as fuel control egs, engine bleed, landing gear, wheel brake sgstena aircraft hydraulic directional controls. Atdzhally, the
companys strong capability in fans and motors has produnetliple designs and products such as DC bruslitess induction motors, tube axial fans, v
axial fans, centrifugal fans and blowers, and mifted fans. IMC further diversifies our product effngs in the aerospace, defense, and industrietatgan
provides additional manufacturing resources. Fodnide1951, IMC employs approximately 220 people #ad facilities in Tempe, Arizona and Noge
Mexico.

Our Embedded Computing division designs, develapd, manufactures embedded computing bd¢arel modules and integrated subsystems primaoitytie
naval, aerospace, and ground defense markets. Wsarglard, commercially available electronic ted¢bgies, coupled with application domain spet
knowledge, this division offers hardware and sofeM@odules based on open industry standards, edfesras COTS. Our integrated subsystems inclutieibo
house and third party modules as well as customuteedased on in-house intellectual property cant&te also offer support services that includes-tijcle
management, technical support, training, and devedmt of custom module variants based on COTS med@ur Embedded Computing division is consid
one of the most comprehensive and experiencedesgmlirce for processing, data communications,aligignal processing, and video and graphics coimg
solutions. Our COTS modules and integrated subsystere designed to perform reliably in rugged cima, such as extreme temperatures, terrain asgés:
which result in high shock and vibration, as weslimcommercial environments for use in laboragmmg benign environment applications.
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Embedded Computing’s subsystem products are useadiiide variety of missiowritical military applications, including fire camt, aiming and stabilizatio
munitions loading, and environmental processorsnfditary ground vehicles. These products are usedlemanding combat platforms such as the Br:
fighting vehicle, the Abrams M1A2/A3 tank, and tBeigade Combat Team Interim Armored Vehicle, whishpart of the U.S. Army modernization ar
transformation efforts. This division also providége mission management, flight control computarg] the sensor management units for advanced aex
platforms including the U.S. Air Force Global Haw¥jich is a high-altitude and high-endurance unredreerial vehicle.

Embedded Computing’s modules are used in hundrédsctive programs today, including leadiadge military platforms such as the Improved Brg
Acquisition System and the Improved Tow AcquisitiBgstem. The modules feature high performance obipspen architectures. The division has tak
leadership position in the drafting and definitioh the newest embedded standards, which are design@address the more demanding performanct
bandwidth requirements of emerging applicationsb&dded Computing is one of the first embedded cdimpwendor to announce forthcoming boards
systems based on these new architectures. Emb&ideduting is also committed to supply technologysome of the most advanced future military platfe
including the F-22, F-35, and Future Combat System.

This division’s products are manufactured at its operationséddatthe United States, Canada, and the UniteddGm. Our products are sold primarily to pr
contractors and subsystem suppliers located piynarthe United States, Canada, and the Unitedy#am, both directly and through a network of indegen
sales representatives. In recent years, competitidhe embedded electronic systems market hasateijraway from traditional board competitors tov
subsystem and system providers selling to primesacdndier defense and aerospace companies. Competititiis market is based on quality of technol:
price, and delivery times.

The following list defines our principle productsdathe markets served by the Motion Control segment

Commercial Aerospace

* Commercial jet transports
Secondary flight control actuation systems andteerechanical trim actuators
Aircraft cargo door and utility actuation systems
Fire detection and suppression control systems
Position sensors
Solenoids and solenoid valves

e Business/regional jets
Throttle quadrants

* Helicopters
Rotor ice protection systems

* Repair & overhaul services

Component overhaul and logistics support services
Military Aerospace

* Transport and fighter aircraft
Weapons bay door actuation systems
Secondary flight control actuation
Rotary actuation for environmental control systems
Weapons handling systems
e Helicopters
Radar warning systems
Acoustic processing systems
Flight data recorders
Air data computers
* Unmanned aerial vehicles
Integrated mission management and flight contrahaters
Weapons handling systems
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Ground Defense
e Tanks and light armored vehicles
Digital electromechanical aiming and stabilizatigystems
Fire control, sight head, and environmental corgrocessors
Single Board Computers for target acquisition syste
Hydropneumatic suspension systems
Ammunition handling systems
Marine Defense
e Surface ships
Helicopter handling and traverse systems
Tie-down components
e Marine propulsion
Marine engine diesel valve injection systems
*  Submarines
Cable handling systems for towed arrays
Other Military & Government
*  High performance data communication products
Power conversion products
*  Space programs
Control electronics and sensors
e Security systems
Perimeter intrusion detection equipment
*  FAA
Airport surface detection equipment radar videacpssing
General Industrial Markets
*  Automated industrial equipment
Air, sea, and ground simulation
Fractional horse power (HP) specialty motors
Force transducers
Joysticks
Sensors
* High speed trains
Electromechanical tilting systems for high-speeaiht

Sales by Motion Control to its largest custome@®7, 2006, and 2005 accounted for 10% of Motiontf revenue and 4% of our consolidated revenu
each year. The loss of this customer would haveatenal adverse effect on Motion Control. Directdand use sales of this segment to government g
primarily the U.S. Government, in 2007, 2006, af@2accounted for 62%, 63%, and 64%, respectiglygtal Motion Control sales. Although the losstloiE
business would also have a material adverse affied¥lotion Control, no single prime contractor te tb.S. Government to which we are a subcontr
provided greater than 10% of Motion Control revedueng any of the last three years.

Backlog for our Motion Control segment at Decem®ir2007, was $525.8 million, of which 27% is expelcto be shipped after one year, compared witl8 $
million at December 31, 2006. None of the busingesgfeour Motion Control segment is materially seedoRaw materials are generally available in adés
guantities from a number of suppliers. However, wtiize sole source suppliers in this segment. Thius failure and/or inability of a sole source gligr tc
provide product to Motion Control could have an exbe impact on our financial performance. Whileralatives could be identified to replace a solercz
supplier, a transition could result in increaseste@nd manufacturing delays.

Metal Treatment

Our Metal Treatment segment provides various metiltal processes that enhance the service lifength, and durability of highly stressed, critifahction
metal parts. Metal Treatment'’s portfolio of sergdacludes shot peening, laser peening, heatiggadind specialty coatings for a broad customee baigh-
performance markets, including commercial aerospao®motive, defense, oil and gas, power generadad general industrial. We have the experti
provide metal treatments on a broad range of meteldkiding aluminum, titanium, steel, and nickkbgs.
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This segment is organized into four principal segsi shot peening, laser peening, specialty caatargl heat treating.

Shot peening is a process by which the durabifityetal parts is enhanced by bombarding the susraitesphericamedia, such as steel shot or ceramic or
beads, to compress the outer layer of the meta&l.cbmpressive layer reduces metal fatigue, cracking corrosion, which enhances the durability rfidbility
of critical metal components. This process is paféirly useful on highlystressed components such as aircraft landing gdiaders, rotating turbine engi
airfoils, automotive suspension and transmissiatspailfield drilling equipment, critical fasterggrand welded structural supports. In additiont gleen formin
is also used to shape the aerodynamic curvaturiae afing skins of numerous commercial, militanyd dusiness aircraft.

We are the world leading provider of outsourced shot peening sesviwvith 39 shot peening facilities operating ie thnited States, Canada, and Wes
Europe. While we compete on a local market basth widependent and ineuse shops, we believe our success is due toeputation for quality, servic
pricing, and technical expertise. We have a tatatamer base in excess of 5,000 companies, anshotipeening revenue in 2007, 2006, and 2005 ateddoi
9%, 10%, and 10%, respectively, of our consolidats@nues.

The laser peening process imparts a beneficiak lafyeompressive stress which is four times deepan that attainable from conventional surfacettnear
processes. This process was developed by workitighaiwrence Livermore National Laboratory in modify one of their unique high powered lasers. Ths
commercial use of Metal Treatmentfaser peening process was in 2002. Currently|aser peening process is being used in produdtiextend the life ¢
critical flight and steam turbine engine componewisile still in its introductory phase of reseawntd qualification for many other applicationssttéchnolog
has demonstrated its ability to extend the serlifeeof high value critical components, and it iping to be a complementary service to shot pegrfiuture
potential applications include aircraft structuc@mponents, competitive racing components, poweeiggion equipment, oil and gas drilling, and mal
equipment. Laser peening also shows potential tmaent the Metal Treatmest'wing skin forming capabilities, allowing for plment of more extrer
aerodynamic curvatures to wing skins of greatexkihgss.

We operate nine lasers in the United States andUttieed Kingdom and are the worldleading technology and service provider of lgssning services. V
retain the exclusive worldwide rights to the ireetual property necessary for using our uniquer lasehitecture for laser peening of commercial pasd
Currently, the patents associated with the lasenipg technology are not material to the protectibour existing business. However, because weteltha
this technology has significant potential thesepet may become material to protection of our fityperations.

Specialty coatings primarily consist of the appiima of solid film lubricants for sliding wear arahti-seizing resistance and zinc corrosiesistant coatings. V
apply a portfolio of OEM specified and proprietaxyatings for a broad variety of applications whistiude fasteners, latches, pins, stampings, bratoes, bal
studs, medical devices, and miscellaneous indugtaids. Our highperformance coatings are applied by air spray otheydip/spin process. Primary marl
include automotive/transportation, commercial agace, and defense. We operate ten specialty cedi@ngities which compete primarily with small tss:
and regional applicators.

Heat treating is a precision thermal process whidbjects metal objects to extreme heat and/ortemigheratures to improve their overall strength titityc and
hardness. Primary markets include automotive/tramafion, construction, commercial aerospace, i gas, power generation, and defense. We opeirag
heat treating facilities which compete with indegyent and captive ihouse heat treaters. Heat treating sales are higygndent on the general indus
economy, and profitability is subject to energycps. We believe our success in this business isdbas our standardized processing methods, appte
industry quality approvals, and reputation for segv

Other processing services provided by the Metahffinent segment include wet finishing and chemidliing of aluminum components and manufacture e
valves.
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The following list defines our principle productscathe markets served by the Metal Treatment segmen

Commercial Aerospace
e  Shot peen forming
Wing skins
e  Shot peening
Aircraft structural components
Landing gear components
Turbine engine rotating components
e Laser peening
Turbine engine rotating components
¢ Coatings
Fasteners
Sliding components
* Heat treating
Aluminum structural components
Automotive
e Shot peening
Engine and transmission components
* Heat treating
Miscellaneous engine, transmission, and structoalponents
e Coatings
Fasteners
Brake and suspension components
Sliding components
General Industrial
e Shot peening
Highly stressed metal components susceptible iguat
Welded components subject to distortion
Architectural structures
e Laser peening
Industrial and steam turbine components
* Heat treating
Miscellaneous aluminum and steel components
¢ Coatings
Fasteners
Miscellaneous components subject to corrosion &dithg wear

Through a combination of acquisitions and new plapenings, we continue to increase Metal Treatrsen€twork of regional facilities. Metal Treatm
operations are now conducted from 61 facilitiested in the United States, Belgium, Canada, théedri{ingdom, France, Germany, Italy, Spain, and d&m
Our Metal Treatment services are marketed by etthibiat industry trade shows, using print and weeatising, and direct selling by local sales perss
Although numerous companies can provide metalrtreat services and some customers haveirse resources to perform such services themsebegseliev:
that the combination of our OEM and quality apptsytechnical knowledge, efficient operations, ardvice provide us with a competitive advantage.

The business of this segment is not materially @ggls Raw materials are generally available in adég quantities from a number of suppliers, ancaveeno
materially dependent upon any single source of lsuppthis segment. We have no significant workaapital requirements outside of normal industryoaiis
receivable and inventory turnover. Our largest@ustr in this segment accounted for 9%, 9%, and &0%etal Treatment sales during 2007, 2006, ancb;
respectively. Although the active customer basm isxcess of 5,000, the loss of this customer wdwelde a material adverse effect on our Metal Treal
segment.

The backlog of Metal Treatment as of December 8072was $2.3 million, all of which is expectedb® recognized in the first quarter of 2008, comgavéh
$2.1 million as of December 31, 2006. Due to thiumeaof our metal treatment services, we operath wivery limited backlog of orders and servicest tre
provided primarily on newly manufactured parts. $hine backlog of this segment is not indicativewf future sales. This segmensales and profitability &
closely aligned with general industrial economiaditions and, in particular, the commercial aerogpaarket.
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OTHER INFORMATION

Certain Financial Information

For information regarding sales by geographic negsee Note 16 to the Consolidated Financial Setésncontained in Part Il, Iltem 8, of this Annu&ip@rt or
Form 10-K.

In 2007, 2006, and 2005, our foreign operationsegaed 42%, 37%, and 35%, respectively, of ourt@xesarnings. We do not regard the risks associatt
these foreign operations to be materially gredtan those applicable to our U.S. businesses.

Government Sales

Our direct sales to the U.S. Government and saleb fS. Government and foreign government end egeesented 38%, 45%, and 48% of consolidated re
during 2007, 2006, and 2005, respectively. U.S. g&owment sales, both direct and indirect, are gélgersade under standard types of government corst
including fixed price, fixed price-redeterminabémd cost plus.

In accordance with normal practice in the case &.\Government business, contracts and orderaubjecs to partial or complete termination at amyej at th
option of the customer. In the event of a termoratior convenience by the government, there gelyeaaé provisions for recovery by us of our allova
incurred costs and a proportionate share of thit mrofee on the work completed, consistent witgulations of the U.S. Government. Fixatce redeterminab
contracts, generally on naval programs, usuallyigethat we absorb the majority of any cost overin the event that there is a cost underrunctigtome
recoups a portion of the underrun based upon aularim which the customer’s portion increases asutderrun exceeds certain established levels.

Generally, longerm contracts with the U.S. Government requiréousivest in and carry significant levels of inveri@ble costs. However, where allowable,
utilize progress payments and other interim billprgctices on nearly all of these contracts, tledsicing the overall working capital requirementss lour policy
to seek customary progress payments on certaimrotantracts. Where we obtain such payments undgr Government prime contracts or subcontracts
U.S. Government has either title to or a securégtést in the materials and work in process alllecab chargeable to the respective contracts. K&des 1.F, @
and 4 to the Consolidated Financial Statementgagued in Part Il, Item 8, of this Annual Report Barm 10K). In the case of most Motion Control and F
Control segment products for U.S. Government e the contracts typically provide for the retently the customer of stipulated percentages ottimgrac
price, pending completion of contract closeout ¢oimas.

Patents

We own and are licensed under a number of UnitateStand foreign patents and patent applicatiohi&hahave been obtained or filed over a periodezrg
We also license intellectual property to and frdvinct parties. Specifically, the U.S. Government hesnses in our patents that are developed iropegnce ¢
government contracts, and it may use or authortbers to use the inventions covered by such patemtgovernment purposes. Additionally, unpate
research, development, and engineering skills, soimehich have been acquired by us through busiaessiisitions, make an important contribution ta
business. While our intellectual property rightslie aggregate are important to the operation ofbosiness, we do not consider the successful arafwul
business or business segments to be materiallyndepe upon the protection of any one of the pategdtent applications, or patent license agreemamis
which we now operate.

Research and Development

We conduct research and development activities rundstomersponsored contracts, shared development contraiets,our own independent research
development activities. Customsponsored research and development costs are dhargests of goods sold when the associated reveas been recogniz
Funds received under shared development contreets eduction of the total development expenditureder the shared contract and are shown nesearod
and development costs. Corporation-sponsored m@semnd development costs are charged to expensa wcarred. Customesponsored research ¢
development activity amounted to $45.0 million, $3million, and $28.3 million, in 2007, 2006, and03, respectively, and were attributed to customaitsin
our Flow
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Control and Motion Control segments. Research @wtldpment expenses incurred by us amounted t® $diflion in 2007 as compared with $38.8 millior
2006 and $39.7 million in 2005.

Environmental Protection

We are subject to federal, state, local, and foréagvs, regulations, and ordinances that goveriviaes or operations that may have adverse enwiemta
effects, such as discharges to air and water. Tla@g® regulations, and ordinances may also agplyandling and disposal practices for solid andatdau:
waste and impose liability for the costs of cleanip and for certain damages resulting from sitepast spills, disposals, or other releases of toaza
substances.

At various times, we have been identified as ang@ty responsible party pursuant to the ComprehenEnvironmental Response, Compensation, andlitye
Act of 1980 (CERCLA), and analogous state environtalelaws, for the cleanup of contamination resgltfrom past disposals of hazardous wastes atim
sites to which we, among others, sent wastes ipalse CERCLA requires potentially responsible pessto pay for cleanup of sites from which thers been
release or threatened release of hazardous substdeurts have interpreted CERCLA to impose swiot and several liability on all persons lialfite cleanu,
costs. As a practical matter, however, at sitesravtieere are multiple potentially responsible pessahe costs of cleanup typically are allocatedragnthe
parties according to a volumetric or other standard

Information concerning our specific environmentabilities is described in Notes 1.N and 13 to @@nsolidated Financial Statements contained in IRdtem
8, of this Annual Report on Form 10-K.

Executive Officers

Martin R. Benante, age 55, has served as the Chaiohthe Board of Directors and Chief Executivéi€af of the Corporation since April 2000. He hasb :
Director of the Corporation since 1999.

B. Parker Miller 1ll, age 62, has served as SeNiime President -Government Relations of the Corporation since RO@5 and was elected an officer of
Corporation in February 2006; Director of Businaessl Strategic Development, Northrop Grumman fromudey 2005 to June 2005; Director of Business
Strategic Development, Unmanned Systems Groupgraited Systems Sector, Northrop Grumman from J0A8 8 January 2005; Manager, Legislative Affi
Northrop Grumman from January 1997 to June 2003Fdbruary 1994, after 25 years of service Mr. Milletired from the Marine Corps with the rank
Colonel.

Edward Bloom, age 66, has served as Vice Presafehe Corporation and President of Metal Improvet@ompany, LLC since June 2002.

David J. Linton, age 52, has served as Vice Prasidéthe Corporation and President of Curiiggght Flow Control Corporation since May 2004; &
President of Program Management, Raytheon Netwerkre Systems from November 2003 to April 2004jeElExecutive Officer, Cordiem, Inc. from Ap
2001 to March 2002; Vice President and General Idanaf Electric Systems, Hamilton Sundstrand Caton, June 1998 to April 2001.

David C. Adams, age 53, has served as Vice Prdsidi¢ine Corporation since November 2005, and Beggiof CurtissA/right Controls since June, 2005; Se
Vice President, Electronic Systems of Curti§sght Controls from February 2004 to June 2005¢upr Vice President, Integrated Sensing from Apdi02 tc
February 2004.

Glenn E. Tynan, age 49, has served as Vice Prasiddfinance and Chief Financial Officer of the Goration since June 2002; Controller of the Corfion
from June 2000 to May 2002.

Michael J. Denton, age 52, has served as VicedtmesiSecretary, and General Counsel of the Cdiiparsince August 2001.

Kevin McClurg, age 44, has served as Vice Presidérihe Corporation since May 2007 and as the QatpoController since September 2002; Assi:
Controller from February 2002 to September 2002.

Harry Jakubowitz, age 55, has served as Vice Reesif the Corporation since May 2007 and as Treasf the Corporation since September 2005; Direcl
Taxes of the Corporation from June 2002 to Septer2d@5.
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Employees
At the end of 2007 we had 7,500 employees, apprataly 9% of which are represented by labor uniots@vered by collective bargaining agreements.

Available information

We file annual reports on Form 10-K, quarterly iép@n Form 10-Q, current reports on Form 8-K, pruky statements for our annual stockholdensetings
as well as any amendments to those reports, wétiS#turities and Exchange Commission (“SETHe public may read and copy any of our materiégs fvith
the SEC at the SE€’Public Reference Room at 100 F Street, NE, Wgthin DC 20549. The public may obtain informationtbe operation of the Pukb
Reference Room by calling the SEC at 1-800-3$B30. The SEC also maintains an Internet site alvigec.gov that contains reports, proxy and inforom
statements, and other information regarding isstlastfile electronically with the SEC, includingirofilings. These reports are also available fréetmrge
through our web site atww.curtisswright.coms soon as reasonably practicable after we elécaibnfile that material with, or furnish it tohé SEC.

Item 1A. Risk Factors.

You should carefully consider the risks describetbly and other information in this Annual Reportorm 10K. Our business, financial condition, and res
of operations could be materially and adverselyaaoted if any of these risks materialize. Additiorigk factors not currently known to us or that bedieve ar
immaterial also may impair our business, financ@idition, and results of operations. The tradiriggoof our common stock may also decline as atre§thest
risks.

A substantial portion of our revenues and earnitgigends upon the continued willingness of the G8vernment and our other customers in the de
industry to buy our products and services.

In 2007, approximately 40% of our revenues werévddrfrom or related to defense programs, with apipnately 18% attributable to U.S. Navy procurense
U.S. defense spending has historically been cyclioad defense budgets rise when perceived thteatational security increase the level of conarer the
country’s safety. At other times, spending on the militeey decrease. While Department of Defense fundasggnown rapidly over the past few years, the
no assurance this trend will continue. Competingaeds for federal funds can put pressure on alsaoé discretionary spending, which could ultimaieipac
the defense budget. A decrease in U.S. governnegehse spending or changes in spending allocatiold ¢esult in one or more of our programs beirdyced
delayed, or terminated. Reductions in defense tnglspending may or may not have an adverse effiegrograms for which we provide products and ses
In the event expenditures are reduced for prodwetsnanufacture or services we provide and are fiseétoby revenues from foreign sales, new prograor
products or services that we currently manufacturprovide, we may experience a reduction in ouenees and earnings and a material adverse effieati
business, financial condition, and results of oflens. Further, there can be no assurance thasignificant customers will continue to buy our puats an
services at current or increased levels.

As a U.S. Government contractor, we are subjeatrtamber of procurement rules and regulations.

We must comply with and are affected by laws amplileions relating to the award, administratiord @erformance of U.S. Government contracts. Govemn
contract laws and regulations affect how we dormss with our customers and, in some instancexysenpdded costs on our business. A violation ofiip
laws and regulations could result in the impositidriines and penalties or the termination of oomtcacts or debarment from bidding on contractesehfine
and penalties could be imposed for failing to fallprocurement integrity and bidding rules, emplayimproper billing practices or otherwise failiny follow
cost accounting standards, receiving or payingbdcks or filing false claims. We have been, anceekfo continue to be, subjected to audits andsitiyation:
by government agencies. The failure to comply whita terms of our government contracts could harmbasiness reputation. It could also result in pagres
payments being withheld.

In some instances, these laws and regulations ienfgoms or rights that are more favorable to theegament than those typically available to comneargartie:
in negotiated transactions. For example, the U@&eBment may terminate any of our government eatgrand, in general, subcontracts, at its conuerjea
well as for default based on performance. Upon iteation for convenience of a fixggkice type contract, we normally are entitled toefge the purchase pri
for delivered items, reimbursement for allowablstedor work-in-process and an
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allowance for profit on the contract or adjustmfemtloss if completion of performance would haveuked in a loss. Upon termination for convenieata cos
reimbursement contract, we normally are entitledeimbursement of allowable costs plus a portioheffee. Such allowable costs would include oust ¢c
terminate agreements with our suppliers and subactors. The amount of the fee recovered, if anyelated to the portion of the work accomplisheédrpto
termination and is determined by negotiation.

A termination arising out of our default could espaus to liability and have a material adverseceff@ our ability to compete for future contractsl arders. |
addition, on those contracts for which we are tehmith others and are not the prime contractor,Ut®. Government could terminate a prime contractel
which we are a subcontractor, irrespective of thality of our services as a subcontractor.

In addition, our U.S. Government contracts typicalban one or more base years and multiple op&amsy The U.S. Government generally has the righbt
exercise option periods and may not exercise aomperiod if the agency is not satisfied with performance on the contract.

U.S. Government Procurement may adversely affectash flow or program profitability.

A significant reduction in the purchase of our proig by the U.S. government would have a mateda¢gse effect on our business. The risk that gowenta
purchases of our products may decline stems frenmétture of our business with the U.S. governmenthich the U.S. government may:

e terminate, reduce or modify contracts or subcotgrédts requirements or budgetary constraintgega
e cancel multi-year contracts and related ordersrifif become unavailable; and
e shift its spending priorities.

In addition, as a defense business, we are subjéiee following risks in connection with governnieontracts:

e the frequent need to bid on programs prior to cetipg the necessary design, which may resultiriforeseen technological difficulties and/or «
overruns;

o the difficulty in forecasting long-term costs arahedules and the potential obsolescence of prodeleted to long-term, fixed price contracts;
e our contracts are for varying fixed terms that maybe renewed or followed by follow-on contragp®n expiration; and
e cancellation of the follow-on production phase ofitacts if program requirements are not met irdéneelopment phase.

Our business could be adversely affected by a ivegaindit by the U.S. Government.

We operate in a highly regulated environment araraotinely audited by the U.S. Government and rsth®n a regular basis, we monitor our policies
procedures with respect to our contracts to ensoresistent application under similar terms and @@t and to assess compliance with all applic
government regulations. Negative audit findingsldwasult in termination of a contract, forfeituweprofits, or suspension of payments. From timérnee we ar
subject to U.S. Government investigations relatongur operations. Government contractors thafared to have violated the law, such as the Falagns Aci
or the Arms Export Control Act, or are indictedamnvicted for violations of other federal laws,ase found not to have acted responsibly as detiyettie law
may be subject to significant fines. Such convitdicould also result in suspension or debarment ffovernment contracting for some period of time@ ou
dependence on government contracting, suspensideb@arment could have a material adverse effeouobusiness.
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Failure to comply with certain U.S. Government sing requirements may adversely affect our cash.flo

We, like others in the defense industry, are awafr@ potential problem presented by strict commgle@anvith the Defense Federal Acquisition Regule
Supplement preference for enumerated specialtylsnetarced domestically or from certain foreign mies. Subcontractors and lowter suppliers have ma
disclosures indicating inability to comply with thele as written, particularly for lowalue parts such as washers, screws, nuts, betistors and capacitc
Subject to limitations, inability to certify thall @numerated specialty metals in a product compith sourcing requirements can lead to U.S. Govem
customers withholding a portion of a payment orivéey or may prevent delivery altogether of matesiad products critical to national defense.

Our operating results are subject to fluctuations.

Defense industry procurement involves seasonatiteconomic cycles and as a result our annual aadegly operating results may fluctuate. It isgbke tha
our operating results for a particular quarter may meet the expectations of securities analystsnastors. Similarly, securities analysts may ésseport
downgrading our common stock. These events couldecthe market price of our common stock to decline

Future terror attacks, war, or other events codicbesely impact our commercial aerospace and Gihsinesses.

Despite our concerted effort to minimize risk ta puoduction capabilities and corporate informataystems and to reduce the effect of unforeseenrumition:
to us through business continuity planning and sdésarecovery plans, terrorist attacks, war, orepthavents such as strikes by a significant cust@mar
supplier’s workforce could adversely impact demand for qupdy of our products and could also cause disraptidour facilities or systems which could ¢
interrupt operational processes and adversely itmuarcability to manufacture our products and pdevservices and support to our customers. For eleaitiye
terrorist attacks of September 11, 2001 and sulesederrorist attacks worldwide caused decreasethdd in the commercial aerospace market for oudymic
and commercial overhaul and repair services. Du2d@7, approximately 17% of our business was reéledgecommercial aerospace. The commercial aero
industry is cyclical and subject to factors beyand control. A number of commercial airline carsigrave recently experienced large losses and fie
bankruptcy. Financial difficulties of our customedelays in production of new aircraft, high fuelcps and decreased demand for new aircraft antincea us
of existing aircraft could adversely affect our mgeng results and financial position.

The success of our growth strategy is dependent appability to complete acquisitions and integratquired businesses.

Our strategy includes growth through acquisitioks.a result, our future growth depends in large parour ability to implement our acquisition segy an
successfully integrate acquired businesses intcegisting operations. If we are unable to idensfytable candidates, negotiate appropriate acgprisierms
obtain financing, and successfully integrate aagliibusinesses into our existing operations, ouviratrategy may not be successful. In additiomguasstions
involve numerous risks, including difficulties ihet assimilation of the operations, technologiesjises, and products of the acquired company, thergial los
of key employees of the acquired company, and itterslon of our managemeatattention from other business concerns. Thisasase particularly in the fisi
quarters immediately following the completion of acquisition because the operations of the acquitesiness are integrated into the acquiring buses
operations during this period. We cannot be suat we will accurately anticipate all of the changitemands that any future acquisition may imposew
management, our operational and management infammaystems, and our financial systems. Once iatedr acquired operations may not achieve leve
revenue, profitability, or productivity comparaltle those of our existing operations or may otheswist perform as we expected. We may fail to disc
liabilities relating to a pending acquisition digithe due diligence investigation, liabilities fehich we, as the successor owner, might be resplentir thos
liabilities. Although we seek to minimize the impaaf potential undiscovered liabilities by struéhg acquisitions to minimize liabilities and obtig
indemnities and warranties from the selling patttgse methods may not fully protect us from theaotf undiscovered liabilities. For example, indhéies ol
warranties are often limited in scope, amount, wation, and may not fully cover the liabilitiesr fahich they were intended. If indemnities or watras ar
limited, the liabilities that are not covered by fimited indemnities or warranties could have demal adverse effect on our business and finamciatition.
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We use estimates when accounting for contractsn@¥sin estimates could affect our profitabilitylasverall financial position.

Contract accounting requires judgment relative ¢seasing risks, estimating contract revenues asts,cand making assumptions for schedule and teal
issues. Due to the size and nature of many of ontracts, the estimation of total revenues andscatstompletion is complicated and subject to maanjables
For example, assumptions have to be made regatfinigngth of time to complete the contract becaasts also include expected increases in wageprice
for materials. Similarly, assumptions have to bedenaegarding the future impact of efficiency irittes and cost reduction efforts. Incentives, awaa
penalties related to performance on contracts @msidered in estimating revenue and profit ratesae recorded when there is sufficient informatomsses
anticipated performance. Because of the signifieasfcthe judgments and estimation processes descebove, it is possible that materially differamount:
could be obtained if different assumptions wereduseif the underlying circumstances were to char@eanges in underlying assumptions, circumstanmr
estimates may have a material adverse effect ugtonef period financial reporting and performanaee SCritical Accounting Estimates and Policiés™Part 1.
Item 7.

New accounting standards could result in changesitanethods of quantifying and recording accountiansactions, and could affect our financial itssanc
financial position.

Changes to Generally Accepted Accounting Princijtlethe United States (GAAP) arise from new andsed standards, interpretations, and other guic
issued by the Financial Accounting Standards Baael SEC, and others. In addition, the U.S. Govemtrmay issue new or revised Cost Accounting Stals
or Cost Principles. The effects of such changes imeyde prescribing an accounting method whereenioed been previously specified, prescribing ale
acceptable method of accounting from among seeamegptable methods that currently exist, or revpkire acceptability of a current method and repladt
with an entirely different method, among othersclsghanges could result in unanticipated effectownresults of operations, financial position, ate!
financial measures.

Our earnings and margins may vary based on theofroxr contracts and programs.

At December 31, 2007, our backlog included both cesnbursable and fixegdrice contracts. Cost reimbursable contracts gépdrave lower profit margir
than fixed-price contracts. Production contrace @mainly fixedprice contracts, and developmental contracts anergdly cost reimbursable contracts.
earnings and margins may vary materially dependimghe types of longerm government and commercial contracts undertatkennature of the produ
produced or services performed under those costrie costs incurred in performing the work, tbei@vement of other performance objectives, andtage ¢
performance at which the right to receive feestigaarly under incentive and award fee contraistéinally determined.

Under fixedprice contracts, we receive a fixed price irresipecdf the actual costs we incur and, consequeatly,costs in excess of the fixed price are absl
by us. Under time-and-materials contracts, we aid for labor at negotiated hourly billing rateddior certain expenses. Under cosimbursable contrac
subject to a contraateiling amount in certain cases, we are reimbufsedllowable costs and paid a fee, which may kedior performance based. Howeve
our costs exceed the contract ceiling or are nimwable under the provisions of the contract orligpple regulations, we may not be able to ot
reimbursement for all such costs and may have ees feduced or eliminated. The failure to perfooncustomer expectations and contract requiremean
result in reduced fees and may affect our finanméaformance for the affected period. Under eagle tyf contract, if we are unable to control costsimcur ir
performing under the contract, our financial colotitand operating results could be materially askigr affected. Cost ovetns also may adversely affect
ability to sustain existing programs and obtaimfatcontract awards.

We operate in highly competitive markets.

We compete against companies that often have grealtes volumes and financial, research, humanyaar#teting resources than we have. In addition,esof
our largest customers could develop the capaliditpanufacture products or provide services simdagroducts that we manufacture or services tleaprovide
This would result in these customers supplyingrtbein products or services and competing directith ws for sales of these products or servicespfalthich
could significantly reduce our revenues. Furtheenave are facing increased international competiaind cros$order consolidation of competition. €
management believes that the principal points offpetition in our markets are product quality, parfance, price, design and engineering capabilities,
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service, contractual terms, previous installatiestdny, and timeliness of delivery. If we are urebd compete successfully with existing or new cetitrs ir
these areas, our business, financial condition rasdlts of operations could be materially and asklg impacted.

Our future growth and continued success is depengem our key personnel.

Our success is dependent upon the efforts of aioisenanagement personnel and our ability to at@ad retain other highly qualified management pengl
We face competition for management from other cargsaand organizations. Therefore, we may not lbe tatretain our existing management personneillc
new management positions or vacancies created fmgneion or turnover at our existing compensatioel&®e Although we have entered into change of ot
agreements with some members of senior managememto not have employment contracts with our kegcakives. We have made a concerted effort to re
the effect of the loss of our senior managemerdgquerel through management succession planningloBseof members of our senior management grougl
have a material and adverse effect on our busimessidition, competition for qualified technicatnsonnel in our industries is intense, and we beltdat ou
future growth and success will depend upon ouitghid attract, train, and retain such personnel.

Our international operations are subject to rigkd wolatility.

During 2007, approximately 30% of our consolidateslenue was from customers outside of the UnitedeSt and we have operating facilities in for
countries. Doing business in foreign countriesuigjsct to numerous risks, including without limiteit: political and economic instability; the unaenty of the
ability of nonU.S. customers to finance purchases; restrictiadetrpolicies; and complying with foreign regulat@myd tax requirements that are subje:
change. While these factors or the impact of tHastors are difficult to predict, any one or moffetitese factors could adversely affect our openatim the
future. To the extent that foreign sales are trateshin foreign currencies and we do not enter awency hedge transactions, we are exposedkofibsse
due to fluctuations in foreign currency exchangesaparticularly for the Canadian dollar, the e@wiss franc, and the British pound. Significdatfuations ii
the value of the currencies of the countries inclvhive do business could have an adverse effectioresults of operations.

We may be unable to protect the value of our iatéllal property.

Our success depends in part on obtaining, maimgjraind enforcing our intellectual property righted avoiding infringing on the intellectual progerights o
others. While we take precautionary steps to ptaiectechnological advantages and intellectuaperty and rely in part on patent, trademark, trsgieret, an
copyright laws, we cannot assure that the precaatjosteps we have taken will completely protectintellectual property rights. Because patent @pfibns ir
the United States are maintained in secrecy uithieethe patent application is published or a paig issued, we may not be aware of tipatty patents, pate
applications, and other intellectual property ral@vto our products that may block our use of atgliectual property or may be used in thi@kty products th.
compete with our products and processes. Whenth&inge on our intellectual property rights, th@ue of our products is diminished, and we magui
substantial litigation costs to enforce our rigi@snilarly, we may incur substantial litigation ¢®snd the obligation to pay royalties if othemirtl we infringes
on their intellectual property rights. When we depeintellectual property and technologies in castitan with U.S. Government contracts, the governinfer
the royalty-free right to use that property.

In addition to our patent rights, we also rely owatented technology, trade secrets, and confalenformation. Others may independently develdpssantially
equivalent information and techniques or othernwgaim access to or disclose our technology. We noéye able to protect our rights in unpatentedrieliigy
trade secrets, and confidential information effegti. We require each of our employees and constsltédo execute a confidentiality agreement ai
commencement of an employment or consulting redatigp with us. However, these agreements may moige effective protection of our information am,the
event of unauthorized use or disclosure, they nmyrovide adequate remedies.
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Our operations are subject to numerous domesticigtednational laws, regulations, and restrictioasd noncompliance with these laws, regulationsl
restrictions could expose us to fines, penaltiaspension, or debarment, which could have a matedieerse effect on our profitability and overafigncia
condition.

We have contracts and operations in many partseoibrld subject to U.S. and foreign laws and ragohs, including the False Claims Act, regulatiogisiting
to importexport control (including the International Traffic Arms Regulation promulgated under the Arms Ex@wmntrol Act), technology transfer restrictic
repatriation of earnings, exchange controls, theiga Corrupt Practices Act, and the awiycott provisions of the U.S. Export Administratidct. Failure by u
or our sales representatives or consultants to omigh these laws and regulations could resuladministrative, civil, or criminal liabilities ancould, in the
extreme case, result in suspension or debarmemt glavernment contracts or suspension of our exporiieges, which could have a material adverseafor
our business.

We are subject to liability under environmental $aw

Our business and facilities are subject to numefederal, state, local, and foreign laws and regana relating to the use, manufacture, storagedliveg, anc
disposal of hazardous materials and other wastdupts. Environmental laws generally impose liapifir investigation, remediation, and removal ofé@ou:
materials and other waste products on property csvaed those who dispose of materials at wasts witether or not the waste was disposed of legalthe
time in question. We are currently addressing emvitental remediation at certain current and forfaeilities, and we have been named as a poter
responsible party along with other organizationa mumber of environmental cleap-sites and may be named in connection with fugitess. We are required
contribute to the costs of the investigation anchegdiation and to take reserves in our financialestents for future costs deemed probable and dsitx
Although we have estimated and reserved for fuam@ronmental remediation costs, the final resolutof these liabilities may significantly vary froour
estimates and could potentially have an adversetedih our results of operations and financial jpmsi

Unanticipated changes in our tax provisions or expe to additional income tax liabilities couldeaff our profitability.

Our business operates in many locations under gowemt jurisdictions that impose income taxes. Ckanigp domestic or foreign income tax laws
regulations, or their interpretation, could resalhigher or lower income tax rates assessed arggsin the taxability of certain revenues or thduttibility of
certain expenses, thereby affecting our incomestgense and profitability. In addition, audits bgame tax authorities could result in unanticipateseases i
our income tax expense.

Our current debt, and debt we may incur in therRitaould adversely affect our business and firenpsition.

As of December 31, 2007, we had $512 million oftdeltstanding, of which $511 million is lorigkm debt. Our debt consists primarily of principalyablt
under our fixed rate senior notes and principalapés at a variable rate of interest under our rguglline of credit. Our level of debt could havigrsficant
consequences for our business including: requissigp use our cash flow to pay principal and irgeom our debt, reducing funds available for adtjaiss ant
other investments in our business; making us valilerto economic downturns and increases in irttea¢ss; limiting us from obtaining additional debhc
impacting our ability to pay dividends.

A percentage of our workforce is employed undelective bargaining agreements.

Approximately 9% of our workforce is employed unaetlective bargaining agreements, which from titmeime are subject to renewal and negotiation
cannot assure you that we will be successful irotiating new collective bargaining agreementshat such negotiations will not result in significamcreases i
the cost of labor or that a breakdown in such riations will not result in the disruption of our enations. Although we have generally enjoyed gaadtion:
with both our unionized and non-unionized employéese are subject to labor actions, we may exgrere an adverse impact on our operating results.
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Substantial defaults by our customers on their actsoreceivable or the loss of significant custamuld have a significant negative impact on ausifess
results of operations, financial condition or lidity.

A significant portion of our working capital consof accounts receivable from customers. If custesnresponsible for a significant amount of accs
receivable were to become insolvent or otherwisablento pay for products and services, or wereetmime unwilling or unable to make payments in a&ly
manner, our business, results of operations, fiaaondition or liquidity could be adversely affed. An economic or industry downturn could advigrsec
materially affect the servicing of these accoumiseivable, which could result in longer paymentleycincreased collection costs, and defaults tesx ¢
management’s expectations.

We rely on certain suppliers as a sole source wipoments for some of our products.

Our manufacturing processes for our products ofemsist of the assembly of purchased componentsatieagenerally available from a number of diffe
suppliers, though several suppliers are our solecgoof certain components. If a sole source sapghould cease or otherwise be unable to deliver
components, our operating results could be adwensglacted. In addition, if our suppliers are umeatad keep up with our demand for purchased comgsraen
we are unable to locate additional sources of syppir operating results could be adversely imghcte

Our earnings and margins depend in part on subsxotrperformance, as well as raw material and oorapt availability and pricing.

Our businesses depend on suppliers and subcomdotoraw materials and components. At times sotrectors perform services that we provide to
customers. We depend on these subcontractors amtbngeto meet their contractual obligations in ftdmpliance with customer requirements. These $
networks can sometimes experience price fluctuati@ur ability to perform our obligations as a peigontractor may be adversely affected if one orena
these suppliers is unable to provide the agreedrsppplies or perform the agreed-upon servicestimely and coseffective manner. While we have attemy
to mitigate the effects of increased costs thromgbe increases, there are no assurances thatripghes can effectively be passed through to astamers ¢
that we will be able to offset fully or on a timddgsis the effects of higher raw materials costsuigh price increases.

Our business involves risks associated with complarufacturing processes.

Our manufacturing processes depend on certain stogdted and higlhalue equipment. Unexpected failures of this eqaipimmay result in production dela
revenue loss, and significant repair costs. In taadi equipment failures could result in injuries dur employees. Moreover, the competitive natireuw
businesses requires asntinuously to implement process changes interideachieve product improvements and manufacturiifigiencies. These proce
changes may at times result in production delayality concerns, and increased costs. Any disraptiooperations at our facilities due to equipnfaitires o
process interruptions could have a material adveffeet on our business.

Our future success will depend, in part, on oulitghib develop new technologies.

Virtually all of the products produced and sold by are highly engineered and require sophisticatadufacturing and systemtegration techniques a
capabilities. The commercial and government marketghich we operate are characterized by rapitignging technologies. The product and program nef
our government and commercial customers changeanide regularly. Accordingly, our future perforncandepends in part on our ability to identify enieg
technological trends, develop and manufacture ctitiygeproducts, and bring those products to magketkly at cost-effective prices.

Potential product liability risks exist from thegplucts that we sell.

Our businesses expose us to potential productlitiabisks that are inherent in the design, mantfee; and sale of our products and the productkiaf-party
vendors that we use or resell. We currently maintetiat we believe to be suitable and adequate ptdiibility insurance. There can be no assurahogjever
that we will be able to maintain our product lilgiinsurance on acceptable terms or that our pbbiability insurance will provide adequate prdten agains
potential liabilities. In the event of a claim agsti us, a lack of sufficient insurance coveragelcctiave a material adverse effect on our businfzsancia
condition, and results of operations.
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Moreover, even if we maintain adequate insuranog, saiccessful claim could have a material adveffezteon our business, financial condition, resuf
operations, and on the ability to obtain suitallladequate insurance.

Increasing costs of certain employee and retir@efits could adversely affect our results of opers.

Our earnings may be positively or negatively impdcby the amount of income or expense we recoradiorpension and other postretirement benefit
Generally accepted accounting principles (GAAP}Ha United States of America require that we caleuincome or expense for the plans using acti
valuations. These valuations reflect assumptiotaing to financial market and other economic ctinds. Changes in key economic indicators can chahe
assumptions. The most significant yesid assumptions used to estimate pension or otstretirement benefit expense for the followingryaee the discou
rate, the expected lortgrm rate of return on plan assets, and expectedefunedical cost inflation. In addition, we arquied to make an annual measurer
of plan assets and liabilities, which may resultisignificant change to equity through a reductiorincrease to other comprehensive income. Fas@usisiol
regarding how our financial statements can be tfteby pension and other postretirement benefiiplccounting policies, see “Managemgmiscussion ar
Analysis—Critical Accounting Estimates and PolieieBension and Other Postretirement BenefitsPart Il, Item 7. Although GAAP expense and pensoi
other postretirement contributions are not direcéliated, the key economic factors that affect GAeMPense would also likely affect the amount ofhcts
company would contribute to the pension or othestggdirement plans. Potential pension contributioretude both mandatory amounts required underréd
law Employee Retirement Income Security Act (ERISAY discretionary contributions to improve thengldunded status.

While we believe our control systems are effectthiere are inherent limitations in all control €yss, and misstatements due to error or fraud meyra@nd nc
be detected.

We continue to take action to assure complianch thié internal controls, disclosure controls, atfteorequirements of the Sarbar@sley Act of 2002. O
management, including our Chief Executive Officed &£hief Financial Officer, cannot guarantee thatinternal controls and disclosure controls withyent al
possible errors or all fraud. A control system,matter how well conceived and operated, can progidg reasonable, not absolute, assurance thatttjeetive:
of the control system are met. In addition, thegfesf a control system must reflect the fact tihetre are resource constraints and the benefomfals must b
relative to their costs. Because of the inheremitditions in all control systems, no system of colstcan provide absolute assurance that all cbigsaes an
instances of fraud, if any, within the Corporatioave been detected. These inherent limitationsidtecthe realities that judgments in decisinaking can b
faulty and that breakdowns can occur because gflsierror or mistake. Further, controls can bewireented by individual acts of some persons, bjusin o
two or more persons, or by management overridéefcontrols. The design of any system of contrtde & based in part upon certain assumptions atha
likelihood of future events, and there can be uemce that any design will succeed in achiewmgtated goals under all potential future condgidOver time
a control may become inadequate because of chamgesditions or the degree of compliance with giek or procedures may deteriorate. Because ofenl
limitations in a cost-effective control system, ste&@ements due to error or fraud may occur andnmoape detected.

There are risks associated with owning our comntocks

Like any equity security, our common stock is sabje a number of risks that may adversely impactsthare price including: there is a limited tradmarket it
our common stock; we may not in the future be ablpay dividends on our common stock; we may issaramon stock for acquisitions or other purposet
could be dilutive to current stockholders; and veeéhvarious antiakeover defenses such as our rights plan and lolity 2o issue preferred stock that n
discourage a potential acquirer.

Item 1B. Unresolved Staff Comments.
None.
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Item 2. Properties.

At December 31, 2007, we had 153 facilities worldyiincluding manufacturing, metal treatment sexyvaerospace component overhaul, engineeringng,
and other facilities and administrative offices.tése, we owned 45 locations and leased the ramal08 facilities.

Our principal physical properties as of December2RD7, are described belo

Location Description Segmen Total Sq. Ft. OwnetH
Cheswick, Manufacturing Flow Control 630,000
Pennsylvania
East Farmingdale, Manufacturing Flow Control 270,000
New York @)
Mississauga, Ontario, Manufacturing Motion Control 220,000
Canada
Chester, Wales Metal Treatment Service- Shot Metal Treatmen 200,000
United Kingdom Peening and Wing Formir
Shelby, Manufacturing Motion Control 168,000

North Carolina

The aggregate remaining properties leased and quwayezhch business segment, are as folli

Segment Description Total Sq. Ft. Ownef Total Sq. Ft. Leased

Metal Treatmen Metal treatment service and ott 919,000 887,000
facilities and administrative office

Motion Control Manufacturing, aerospace compon 139,000 845,000
overhaul, engineering, and otf
facilities

Flow Control Manufacturing, engineering, al 400,000 931,000

other facilities

(1) Sizes are approximate. Unless otherwise indicatdpwned properties are owned in fee, are noteuilio any major encumbrance, and are occi
primarily by factory and/or warehouse operatic

(2) In February 2003, we entered into a non-traddl sale H4easeback transaction with the Town of Babylon bidal Development Agency for our prope
located in E. Farmingdale, New York. Pursuant ®térms of the Lease, the Agency acquired fee sitifié¢ to the property, and we are obligated tde
lease payments through 2014 to the Agency in lfepaging real estate taxes on said property. Theskds subject to cancellation without penalty 6
days notice, and title reverts back to us uporrépayment of any tax savings realized by

The Corporation also leases 23,500 square fedfioé space for its corporate headquarters locatétbseland, New Jersey.

None of the properties listed above are individuathterial to our business. The buildings on thepprties referred to in this Item are well maingginin goor
condition, and are suitable and adequate for tee psesently being made of them. Management bslitheeproductive capacity of our properties is adég) tc
meet our anticipated volume for the foreseeableréut

On March 17, 2005, we completed the sale of ourfiEld, New Jersey property, a former operatingperty, for $10.5 million. The property encompas
approximately 39 acres and was formerly an opegdénility for our Motion Control segment now loedtin Shelby, North Carolina.
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Item 3. Legal Proceedings

In the ordinary course of business, we and ouridigvges are subject to various pending claims slaitg, and contingent liabilities. We do not bedighat th
disposition of any of these matters, individually ip the aggregate, will have a material adverdecefon our consolidated financial position or feswf
operations.

We have been named in approximately 114 pendinguasvthat allege injury from exposure to asbedtosddition, to date, we have secured dismissils
prejudice and without prejudice in approximatelyas@ 107 lawsuits, respectively, and are currantlyiscussions for similar dismissal of severaleottawsuits
and have not been found liable or paid any matstial of money in settlement in any case. We belipaethe minimal use of asbestos in our past amco
operations and the relatively n@mable condition of asbestos in our products maikaslikely that we will face material liabilityni any asbestos litigatic
whether individually or in the aggregate. We do mtain insurance coverage for these lawsuits anéJuehdequate coverage exists to cover any unpatéz
asbestos liability.

Item 4. Submission of Matters to a Vote of SecurityHolders.

Not applicable

PART Il
Item 5. Market for the Registrant’s Common Equity And Related Stockholder Matters And Issuer Purchasesf Securities.

MARKET INFORMATION

Our Common stock is listed and traded on the Nevk&tock Exchange under the symbol CW.

Stock Price Rang 2007 2006
Common High Low High Low
First Quarte! $ 404 $ 32.7¢ $ 3368 $ 26.8:
Second Quarte 48.4¢ 37.71 35.07 30.52
Third Quartel 50.2¢ 42 .5t 31.7¢ 26.61
Fourth Quarte 56.7¢ 47.1¢ 38.4( 29.9¢

We had approximately 6,300 registered shareholdfe€ommon stock, $1.00 par value, as of Januar23Q8s.
DIVIDENDS

In the third quarter of 2007, we increased our gubr dividend payment to $0.08 per share, a 33&temse over the prior dividend of $0.06 per shackthe
fourth increase in the dividend since 2000.

2007 2006
Common
First Quarte! $ 0.0¢ $ 0.0¢
Second Quarte 0.0€ 0.0€
Third Quartel 0.0¢ 0.0¢
Fourth Quarte 0.0¢ 0.0¢

All per share amounts have been adjusted to reflect-for-1 stock splits on April 21, 2006.
See notes to the consolidated financial statenfentsdditional financial information.
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY CGMENSATION PLANS

The following table sets forth information regamgliour equity compensation plans as of Decembe2@17, the end of our most recently completed figeal:

Number of option:
remaining available fc

Number of future issuanc
securities to b Weighted averag under equity
issued upon exercise exercise price ¢ compensation plar
outstanding option: outstanding option: (excluding securitie
Plan categor warrants, and right warrants, and right reflected in the first columr
Equity compensation plat
approved by securit
holders 2,771,211(a $31.23 4,773,468(b
Equity compensation plat
not approved by securi
holders None Not applicable Not applicable

(a) Consists of 2,624,515 shares issuable upon exestimetstanding options and vesting of performastuares, restricted shares, and restricted stotk unde
the 2005 Omnibus Long-Term Incentive Plan and ®@51L ongTerm Incentive Plan, 82,888 shares issuable urteEmMmployee Stock Purchase Plan,
63,808 shares outstanding under the 2005 Stockf@®ator-Employee Directors and the 1996 Stock Plan for-Employee Directors

(b) Consists of 3,305,710 shares available for futyrtioa grants under the 2005 Omnibus Lorgrm Incentive Plan, 1,388,279 shares remainingabla for
issuance under the Employee Stock Purchase Pldry, %479 shares remaining available for issuanderutie 2005 Stock Plan for N-Employee Directors

Iltem 6. Selected Financial Data.

CONSOLIDATED SELECTED FINANCIAL DATA
(In thousands, except per sh:

data) 2007 2006 2005 2004 2003

Net sales $ 1,592,12 $ 1,282,15 $ 1,130,92 $ 955,03¢ $ 746,07
Net earning: 104,32¢ 80,56¢ 75,28( 65,06¢ 52,26¢
Total asset 1,985,56! 1,592,151 1,400,28! 1,278,44 973,66¢
Long-term debt 510,98: 359,00( 364,01 340,86( 224,15
Basic earnings per she $ 2.3t $ 1.84 $ 1.74 $ 1.5Z $ 1.27
Diluted earnings per sha $ 2.3z $ 1.82 $ 1.72 $ 1.51 $ 1.2t
Cash dividends per she $ 0.2¢ $ 0.24 $ 0.2C $ 0.1€ $ 0.1€

All per share amounts have been adjusted to reflect-for-1 stock splits on April 21, 2006 and Decembgr 2003.
See notes to the consolidated financial statenfentsdditional financial information.
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Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

COMPANY ORGANIZATION

Our Managemens’ Discussion and Analysis of Financial Conditionl &esults of Operations begins with an overvievowf company, followed by econor
and industrywide factors impacting our company and the marketserve, a discussion of the overall results efaions, and finally a more detailed discus
of those results within each of our reportable apeg segments.

Curtiss-Wright Corporation is a diversified, mutttional provider of highly engineered, technolo@iicadvanced, valuadded products and services to a b
range of industries in the motion control, flow toh and metal treatment markets. We are positioa® a market leader across a diversified arrayiaife
markets through engineering and technological lesddle, precision manufacturing, and strong relaiops with our customers. We provide products amdice:
to a number of global markets, such as defensemeomial aerospace, commercial nuclear power geoaratil and gas, automotive, and general indusivige
have achieved balanced growth through the sucdeagflication of our core competencies in engimaerand precision manufacturing, adapting t
competencies to new markets through internal priodegelopment, and a disciplined program of stiatagquisitions. Our overall strategy is to be &beec
and diversified company, less vulnerable to cycledownturns in any one market, and to establisbngtpositions in profitable niche markets. Approately
40% of our revenues are generated from defenstedetaarkets.

We manage and evaluate our operations based @udtacts and services we offer and the differedtistries and markets we serve. Based on this agiproa
have three reportable segments: Flow Control, Mo@ontrol, and Metal Treatment. For further infotima on our products and services and the majokets
served by our three segments, see Item 1 Businessiption above. The following charts represemtsales by market for 2007 and 2006:

00T Bawa By Markst SN0 Bales By Marks|

Market Analysis and Economic Factors

CurtissWright achieved another year of strong financiafgenance in 2007 as a result of healthy activityour core markets: defense, commercial aeros
and energy. The U.S. economy continued its strawg pproviding a solid foundation on which our defe and commercial businesses prospered. Gloliz¢
continuation of the war on terrorism, the recordkiag for new commercial aircraft orders, and irgieag demand for energy provided substantial derfamali
products.

Our sales growth was balanced between organic grewith solid performances in each of our segments faom contributions from our 2006 and 2
acquisitions. In particular, we experienced roburgfanic growth in our energy markets, including 4§%6wth in oil and gas and 8% growth in comme
nuclear power generation. Commercial aerospace@andeneral industrial markets both generated lHhyed3% growth in 2007 over the prior year. OvEralir
commercial markets provided 19% organic growth 28 overall growth, which includes incremental rawes from our 2006 and 2007 acquisitions.

Our defense markets were solid in 2007, providifig @ganic growth, driven by stable revenues in mawval markets, our largest defense market, andag
growth on our aerospace programs of 14% and grpuograms of 4%. Our growth was driven by a comlamabf ongoing programs, developmental progri
and current force repair and upgrades. In our naaaket, ongoing production programs provide a sutigl, long-term revenue
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base. In addition, we have increased our non-nudeatent on the nexgeneration DDG 1000 destroyer, and we have beemdadgunding for addition
research and development programs. In aerospacdenefited from increased production rates as weevall positioned on nearly every U.S. fighter
program, as well as on helicopters and unmannedl aehicles. Ground defense growth was fueled ariin by increased need for upgrades and new tdogp
in support of our troops stationed around the woFltere are clear, positive indications this spegduill continue for the next few years as both th&. Army
and Marine Corps’ ground forces are being simubask expanded and worn equipment is being replaced

Economic Factors Impacting Our Marke

Looking forward, we expect to see modest growttthiea U.S. economy in 2008, primarily due to the esuifig of the financial markets and its impac
businesses. U.S. defense spending levels are expeztcontinue to grow moderately, as evidencedheyFiscal Year 2009 budget proposal submitte
February which requests a 7.5% increase. We expectommercial aerospace market to remain strorpénnearterm, despite announced delays in
program deliveries, due to the globally balancettpbacklog. We also expect continued growth inemargy markets, fueled by increasing demand aniteld
supply, as well as the significant focus on reseur@dependence and environmental issues. Howevany rfactors could impact our future performa
including the timing and level of future defenseisging in the U.S., volatility of the geopolitidahdscape, and the pace of global economic activity

General Economy

Many of our industrial businesses are driven igéapart by global economic growth, especially i@ thS. In 2007, the U.S. economy had growth of 2.a¢
measured by real gross domestic product (GDP),itgesjgnificant declines in the housing marketptience in the financial markets, and rising priten
commodities, particularly oil. Interest rates anflation remained fairly stable in 2007, but grogiiconcerns about the credit market deterioratidrthe Feder:
Reserve to lower its benchmark interest rate 128shgoints in January 2008 in its first emergenae rcut since 2001. This action, which providesdase:
liquidity to the market, is a cautionary measurécpated to stem inflationary spikes which coulahtben future economic growth or result in a recessit
December 31, 2007 approximately 70% of our debt eeaised at fixed rates. A significant rise in st rates could result in increased interest esgén th:
extent we borrow under our revolving credit agreetnerhich carries a floating interest rate. In &iddi, the U.S. government is expected to introdastimulu:
package in early 2008 which should further offetdrag from market instability.

Approximately 30% of our business is outside th&8.land subject to currency fluctuations in botimgeetions in foreign currencies as well as traisiadrom
local country currencies to the U.S. dollar. In 20@e were negatively impacted by a decline invlee of the U.S. dollar, primarily against the @dian dollal
as several of our business units have revenuesplynn U.S. dollars and expenses primarily in &dian dollars. Although we seek to mitigate thésetfiation:
through hedging programs, there is no guarantdethehedging efforts will offset the possible atheeimpacts of the currency fluctuations.

There has been considerable weakening in the 26@8eic outlook, however some analysts expect timebined effect of the housing and financial sectm
the U.S. economy to temper growth only slightlyeSa factors are expected to be offset by unemployneenaining below 5%, stabilizing oil prices, enbec
liquidity through the Federal Resersahonetary policy, and the anticipated enactmera gbvernment stimulus package. We remain cautioysimistic tha
economic stability will continue in the near terfra the extent that it does, our businesses thalaegely economic driven and serve the commer@abspace
oil and gas, and general industrial markets, paetity our Metal Treatment segment, are well posi#d to continue to generate solid orders.

Defense

Approximately 40% of our business is in the miltaector, predominantly in the U.S., and charaoterby longterm programs and contracts driven primaril
the U.S. Department of Defense (DoD) budgets andifig levels. In 2007, U.S. military spending lesyeds measured by the U.S. DoD funding, providéid
growth. The U.S. defense budget, a leading indicaft@ur defense market, grew 8% in 2007 and supelgal spending nearly doubled to approximately?
billion. We have a welbiversified portfolio of products and services teapply all branches of the U.S. military and ghsaticipate in several foreign milite
programs, although they do not represent a sigmifiportion of our military business. In additiom, single program represents a significant portibour overal
revenues.
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The Fiscal Year 2008 defense budget request iappately an 11% increase over the 2007 budgeteSinconsiderable amount of the budget is dedida
operations and maintenance, we are cautiously astigrour defense market growth to be a more madsisgrowth. The DoD fiscal 2008 budget contir
increased R&D investment in key programs, fundimgupport of transformation initiatives, and in@ea spending for the modernization and upgradinoue
current fleet. Our Flow Control and Motion Conts#gments are well positioned on many high perfommatefense platforms, including: the CVN78 next-
generation aircraft carrier, the Virginia class leac submarine program, DDG-1000 destroyer aritB FHornet, for the U.S. Navy; the U.S. Coast G
Deepwater program; the F-16 Falcon, F-22 Raptat,\&22 Osprey, and Unmanned Aerial Vehicle programeh s1s the Global Hawk, for the U.S. Air Fol
and the UH-60 Black Hawk, AH-64 Apache, and @AHChinook helicopters, the Abrams Tank, the Brad@lighting Vehicle, and the Stryker for the U.Sn#r.
Our Motion Control segment also provides a varatproducts to nod.S. military programs in Europe, the Asia Pacifigion, the Middle East, South Ameri
and Canada. In addition, we are involved in mantheffuture military systems that are currentlyd@velopment, such as the3b-Joint Strike Fighter Lightnir

II, the Future Combat System, the CVN shipboardraft launching and arresting systems, and thetiBleagnetic (EM) Gun program.

Included in the Fiscal Year 2008 DoD authorizatiihwere two significant changes to the U.S. Nawpbuilding program which could have a positivepao
on Curtiss-Wright's business in the loteym. First, Congress approved advanced fundingitiate increased procurement from one to two satimes per yei
beginning in fiscal year 2010, an accelerationwaf years to the prior yearbudget authorization. In addition, a new provisiadicated that all new ship clas
of major combatant vessels of the U.S. Nawsfrike force should be built with nuclear powanps unless the Defense Secretary submits a cadtdh in th
Fiscal Year 2009 budget that inclusion of an ira¢gsl nuclear power system is not in the nationarést. Since the Nawy’'submarines and aircraft carr
already include nuclear propulsion, this new prioviswould most directly affect the service’s ngeneration destroyers and cruisers. While we exfie
Secretary of Defense to override the provisiondA® we feel it is a significant step which coultnoately lead to an increase in nuclgawered ships. Supp:
for this provision stemmed from anticipated fuektcefficiency and enhanced mobility due to redumsglirements for refueling, as well as improvemel
design efficiency and safety due to lower signatisibility. As a preferred supplier to the U.S. Waof nuclear propulsion equipment, additional eact
powered ships could have a substantial favorabf@ainon our business. However, the timing and fir@dimpact remain indefinite.

In military aerospace, the F-22 Raptor and the WHBSack Hawk program have recently increased prdocrates. The Pentagon has extended tfR F-
production line beyond 2011 when the last aircveds expected to be delivered. Current expectamesonly for an additional four aircraft, for agbbf 24
aircraft, to be delivered in 2011. However, additibpurchases could be made in order to replac2 B2 in the current war on terror as well agF-Eagles
which are being grounded for structural issuesddition, Sikorsky Aircraft announced a $7.4 billiaward for 537 Black Hawk helicopters to be detakto the
U.S. Army and Navy over the next five years. Thetract includes options for 263 more aircraft, ggaand other parts.

There is the possibility that defense spending degrease in the future, which could adversely affec operations and financial condition. While Daihding
fluctuates year-by-year and program+impgram, the primary risk facing us would be thenieation of a major program. We are not aware rof potentia
material program termination for which we have eont If a material program were to be terminatbd, termination process takes several years to darh
which should provide us ample time to react beforg potential impact occurs. Although we monitcae thudget process as it relates to programs in whi
participate, we cannot predict the ultimate impeduture DoD budgets. In addition, there are otligks associated with our defense businesses,aafdilure ¢
a prime contractor customer to perform on a cohtgtcing and/or design specifications that may alaways be finalized at the time the contractids bnd th:
failure and/or inability of certain sole source pligrs to provide us product, any of which could/én@an adverse impact on our financial performani¢kile
alternatives could be identified to replace a solerce supplier, a transition could result in iased costs and manufacturing delays.
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Commercial Aerospace

Approximately 17% of our revenue is derived frore tilobal commercial aerospace market. Our primaeys in this market is original equipment manufeext
(OEM) products and services for commercial jetswieer, we have expanded into the regional and bssifet sectors with new content on the Eclipse
Embraer platforms, and we are providing increasiogtent to commercial helicopters. Our Motion Cohsegment primarily provides flight control actioa
systems, sensors, and other electronics to Boaingetl as electronic products to Airbus. Our Métedatment segment forms all of the wing skins farbAs
aircraft and also services highly stressed comptsnen turbine engines, landing gear, and airctafictures. Our commercial aerospace growth is pilyna
result of increased customer production leveldubiog new platforms for both Boeing and Airbuspsg demand for our overhaul and repair serviced, @l
successful introduction of new products for exifmograms.

Our commercial aerospace business is expectedrtaimehealthy in 2008 as we are well positioned brofathe commercial aerospace platforms and st
benefit from continued growth in this industry owhe next couple of years. The largest driver af cammercial aerospace business is OEM parts, wik
highly dependent on new aircraft production. Indusiata reported a 16% increase in 2007 in airaafs, led by higher deliveries of Boeing passepie:
and strong demand for business jets. In 2008, camataircraft sales are expected to grow approsefyal 2%, primarily due to continued foreign demafile
strong commercial aircraft backlog is expecteddntinue to drive sales in this sector higher foother three to four years as U.S. airlines begdeiong nev
aircraft. Global airline traffic is another indicatfor longterm growth in the commercial aerospace industig, @onomic growth is one of the primary driver
global airline traffic demand. Based on industrgags, global passenger traffic grew approxima@y in 2007 fueled mainly by strong traffic growth Asie
and the Middle East. Global traffic growth in 208&xpected to soften due to rising fuel prices twedbroadening impact of the credit crunch. Desiie slowe
traffic growth, we believe the aging fleet of doresirlines, coupled with the more fuefficient designs available on new aircraft, wilipport new aircra
orders in the near-term. In addition, the curreatkdbog of orders is expected to lead to higher QiEbtluction levels.

Concerns regarding the financial weakness of theedtic airlines, continued high fuel prices, anel tfireat of another major terrorist attack are ifigant anc
could have an adverse impact on this market andperating results and financial position. Howewee, expect to see strong orders in 2008, led bystron¢
positions on commercial jet programs and the hgagifobally balanced backlogs for the productiomeiv aircraft. In addition, our diversification inbusines:
regional, very light jet and helicopter marketsddgrovide stability to our overall aerospace heses.

Oil and Gas

Approximately 18% of our revenue is derived frone thil and gas market. We provide criti¢ahiction valves, process vessels, and control releitts to thi:
market through our Flow Control segment as wellretal treatment services on highly stressed metaiponents. Our significant portfolio of advan
technologies for this market produced strong groimtt2007, driven mainly by new orders for our imgd systems technologies developed for seco
refining processes such as delayed coking, catadyéicking, and hydro-treating. In addition, we Isébng demand for our safetgtated equipment and digi
process control electronics, which provide protetthroughout the entire refinery, as well as itrgehemical and other processing plants.

The most prevalent driver impacting this marketcépital spending by refiners for maintenance, upesa capacity expansion, safety improvements
compliance with environmental regulations. Refipesfitability and global crude oil prices in genlevall impact their capital spending levels. Refigimargin
have remained relatively high despite higher cradlgrices which, combined with increased globairpehemical production and continued global ecom
growth, have generated and should continue to géméncreased investment and capital spending &ydfineries in 2008 and beyond. New environm
regulations in the U.S. are prompting additionarsping to comply with more stringent emissions déaids. Finally, as global dependence on naturalures:
persists, oil exploration deepens, and transpayirements widen, we anticipate additional oppdttes to provide our flow control products to mehbest
challenges. For instance, increased spreads ire @ilighrices has increased refinery focus on hesdlvprocessing techniques, resulting in increasechahd fo
delayed coking and catalytic cracking technologéegrimary focus of our advanced technology padfol

We temper our outlook for the oil and gas marketeldaon a number of potential and unforeseeabletevitany of the same factors that impacted worl
markets in prior years, such as low production céypand rapid demand growth, are expected to nastto constrain this market in 2008. Other factsush a
the frequency and
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intensity of hurricanes, other extreme weather, gewpolitical instability, may also continue toeadf this market. While global demand is expecteitd¢cease i
2008, primarily from economic growth in developiAgian countries, global production capacity is agpected to increase, which should moderate thiga
oil price increases. Finally, we cannot predict Homg global economic growth can be sustained, drgbroposed environmental and energy legislatitinbe
enacted, the impact of further geopolitical disrapiof energy supply, or to the extent such factoay impact this industry.

Power Generatiol

Approximately 12% of our revenues are derived frdra commercial nuclear power market, where we suppVariety of highly engineered products
services, including reactor coolant pumps, contdldrive mechanisms, valves, motors, and boltaigt®ns through our Flow Control segment. In aiddit we
are one of a small number of companies which pes/idstamp quality assurance certification necessanstdigplying nuclear plant equipment. Many of
companies that originally participated in the naclpower plant construction market years ago hange ®xited this market.

Our strong growth in recent years is a result eftthS. plant recertification process. Nearly althed 104 operating U.S. nuclear power plants hapdéied for o
will be applying for plant life extensions, as th@ach the end of their current $8ar operating lives. As of December 31, 2007, a@aprately 48 plants ha
received plant life extensions, applications frofh ddditional plants have been submitted and arelipgrapproval, and letters of intent to apply héesr
received from 25 more plants with expected appbocasubmittal dates from March 2007 through Aug2Gi 3.

In addition to plant recertifications, there ar@esal emerging factors that could precipitate apa@sion in commercial nuclear power demand ovemthe
several years. Continued growth in global demandefectricity, especially in developing countriegthwimited supply, will require increased capacifyhe
Nuclear Energy Institute estimates that an avecd@gl new nuclear reactors would need to be budrefive years over the period 2010 through 2@38énee
projected demand. Instability in the world petratemarkets, where we have seen unprecedented Highags, have fostered support for seeking altdradue!
sources globally. Nuclear power is the most econahsource for generating electricity. There ioadlreased attention to environmental issues,ramtea
power has proven to have minimal impact on therenwient as compared to the majority of current sesirin addition, the U.S. has indicated that ihtwac
decrease its dependence on foreign oil importschvaccounts for more than half its current supply.

Longer term, we expect to see excellent growth dppdy due to planned new plant construction bddimestically and internationally. The continued sy
constraints and environmental concerns attributetheé current dependence on fossil fuels havedesl reassessment of the value of nuclear technaegin
most efficient and environmentally friendly soummeenergy available today. Domestically, applicasidor eight new power plants have been submitieithe
Nuclear Regulatory Commission (NRC) for a combigedstruction and operating license (COL) for newlear power plants in the U.S., and an additio
more power plants are anticipated. Thus far, thetighouse AP1000 reactor design has been seltmtdd of the potential new reactors. Our Flow Col
segment has significant content on the AP1000 oeatite only Generation lll+ advanced design dedifby the Nuclear Regulatory Commission.
application submittals began in September of 20@¥, & approved, construction could begin as easly2010.

Internationally, new nuclear plant constructiomigoing. Currently there are 34 new reactors undastruction, 93 more planned, and another 222qsexh It
particular, China intends to expand its nuclear grogapabilities significantly through the constiostof new nuclear power plants over the next sewerars. i
September 2007, we completed negotiations with Wgisbuse Electric Company and Chia&tate Nuclear Power Technology Corporation (SNR@@rovide
reactor coolant pumps (RCPs) and associated temimalghts for four AP1000 power plants to be binlChina.

With these developments underway, our Flow Corgegiment is well positioned to take advantage ofettigansion in this industry over the next decade
recent history of plant life extension approvalgha U.S. and continued strong build programs ifa/se encouraging. However, there is no guarathiztethe
nuclear alternative will continue to be fully enged in the U.S. and other parts of the world, at the NRC will authorize the construction of neaeifities ir
the U.S. In addition, the geopolitical climate @atile and could impact future nuclear plant cangion levels around the world.

Page 33




RESULTS OF OPERATIONS

Analytical Definitions

Throughout management’s discussion and analydisaricial condition and results of operations, tiwens “incremental” and “baseite used to explain chani
from period to period. The term “incremental” issdg0 highlight the impact acquisitions had ondbeent year results, for which there was no corplarprior-
year period. Therefore, the results of operatiamsacquisitions are “incrementafor the first twelve months from the date of acgiga. The remainin
businesses are referred to as the “base” businesmtgrowth in these base businesses is refeyrasl ‘torganic.”

As such, for the year ended December 31, 2007p@anic growth calculations do not include the afiag results related to our 2007 acquisitionseeich
Valve Systems and Controls, Benshaw Inc., and IM&giétics, a portion of our 2006 acquisitions, idalg four months of operating results of Allegh
Coatings and Enpro Systems, and eight months oftipg results of Swantech.

Year Ended December 31, 2007 Compared with YeaedEbeécember 31, 2006

For the year ended December 31, 2007, we recomtesblidated net sales of $1,592.1 million and metiegs of $104.3 million, or $2.32 per diluted h&ale
for 2007 increased 24% over 2006 sales of $1,28@Ibn. Net earnings for 2007 increased 30% froB®@& net earnings of $80.6 million, or $1.82 peuidit
share.

The increase in revenues was mainly driven by aselbusinesses, which experienced organic salesdhgod 13% in 2007, led by the Motion Control segnt;
which grew organically by 14%, followed by our FlI@®ontrol and Metal Treatment segments, which eepegd solid organic sales growth of 13% and :
respectively over 2006. Additionally, sales in 2Q@hefited from our 2006 and 2007 acquisitions ciitiontributed $142.1 million in incremental sale2007
See Note 2 to the Consolidated Financial Statenfenfarther information regarding acquisitions.

In our base businesses, higher commercial saléeetoil and gas, commercial aerospace, and powerggon markets drove our organic sales growtlyafic
sales to the oil and gas market increased $75IBmimainly due to demand for our flow control eskalve product which continues to penetrate theket an
gain customer acceptance as the initial produtaliations continue to perform well. The remainingrease resulted from strong sales of other valetsiators
and engineering and field services as the oil aaslmgarket continued to increase capital spendirexpand capacity and improve plant efficiencieseS&on
our base businesses to the commercial aerospadestiacreased $26.8 million in 2007 because of dlaerall growth of the market, driven by incree
production requirements from our customers in owatibh Control and Metal Treatment segments anderdrdn new programs in our Motion Control segm
Organic sales to the power generation market isex&10.8 million, mainly due to higher sales of fbmw control valves, fasteners, and engineeriagigh an
supports services resulting from the timing of refshment cycles and plant outages.

Our defense businesses provided stable growth ofvBBocontributions from each of our markets, apex, naval, and ground. The primary driver wasuoig
growth in the defense aerospace sector which isete&19.9 million in 2007. This market improvemesas mainly due to higher sales of our Motion Cdhtro
embedded computing products, which have gainediaddi market share and benefited from a strongekleg. In addition, our flight control actuatores
increased due to increased spares, engineeringegnand production requirements on existing aaa platforms. Lastly, foreign currency translatioad ¢
favorable impact on sales of $17.4 million in 2@G&7compared to 2006.

Operating income for 2007 totaled $179.2 million,iacrease of 27% from $140.6 million in 2006. Galeprganic operating income growth, which inclu
nonsegment corporate expenses, was 20% for 200parerhto the prior year. Strong segment growth dvaen by our Metal Treatment and Motion Con
segments, which experienced organic growth of 188 18%, respectively, from the prior year. Orgasperating income growth in our Flow Control segr
was 5% in 2007. The 2006 and 2007 acquisitionsritried $10.3 million of incremental operating ino® during 2007.
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In our base businesses, the organic operating ieaagnowth increase is primarily attributed to higlsates volume and cost reduction initiatives, etrerugt
gross margins slipped from 33.6% to 32.9% . Thegrargin percentage decline occurred in our Flowt®l and Motion Control segments and is mainlg
to increased work on development contracts andpregrams, which are priced at lower margins to wappotential follow-on longerm production and spa:
orders; cost overruns on certain development cotstrand new programs; and higher material and gagtuction costs on fixed-price lotgrm contracts. O1
overall operating income margins were up 30 basiatp to 11.3% as lower nonsegment operating exgzenere partially offset by lower operating segr
margins. The gross margins from the higher salaswe were further reduced by a 21% increase iroageinic research and development expenses maittin
our Motion Control and Flow Control segments. I 8dption Control segment, increased spending withim embedded computing business on new pr
development and product enhancements drove theaser Higher research and development costs wothirFlow Control segment resulted from incre:
investment in product development in our commern@ter and oil and gas markets. Our organic seltyegeral and administrative costs grew just ud@és ir
2007 as compared to 2006. Cost reduction initiatigeross all segments and the decline in redurelgenses due to the creation of a shared servite!
resulted in operating expense growth less thars ggewth. Lower norsegment corporate expenses also helped improveprrating margins. In 2006 °
established a $6.5 million litigation reserve a tltonsegment level that did not repeat in 2007siBarexpense related to the Curtifsight pension plan wi
down slightly as certain ontime costs in 2006 did not repeat and this savimgs partially offset by increased service and egecosts mainly related to
acquisitions. Foreign currency translation had afaworable impact on operating income of $2.6 wmillifor 2007 as compared to 2006. Although for
currency translation had a favorable impact onsstde the segment, the net impact to operatingnmeaas unfavorable mainly due to the Canadian tipes
having a significant amount of sales denominatet /8. dollars and operating costs in Canadian doll@hus, changes in the foreign currency ratesctly
impact the operating costs with no offsetting intpat sales.

We incurred higher interest expense in 2007 contp&ye2006. The increase was due to higher averateanding debt associated with the funding ol
acquisitions and accounted for approximately 80%hefincrease. The remaining increase was duegttehinterest rates. Our average borrowing rateease:
20 basis points in 2007 as compared to 2@®de our average outstanding debt increased 16%hi® comparable periods. Net earnings in 2007 20Qft
included certain nonrecurring tax benefits totalfdgl million and $5.1 million, respectively.

Backlog at December 31, 2007 reached $1,303.8amiliompared with $875.5 million at December 31, &0&nd $805.6 million at December 31, 2(
Acquisitions made during 2007 represented $121lliomiof the backlog at December 31, 2007. New sdeceived in 2007 totaled $1,870.4 million, wi
represents a 40% increase over 2006 new order$,88%.0 million and a 48% increase over new ordecgived in 2005. Acquisitions made during 2006
2007 contributed $132.5 million in incremental nemers received in 2007. Approximately $293 milliointhe increase is a result of the awards of gzeto
coolant pump contracts with SNPTC and Westinghdoiséour new AP 1000 reactors in China. Record msder our flow control coker valve and strong a8
for our motion control actuation systems, integlasensing, and embedded computing products alstilused to the new order improvement. Our
treatment services, repair and overhaul serviceghwrepresent approximately 20% of our total s&de®2007, are sold with very modest lead timescakdingly
the backlog for these businesses is less of agdtidn of future sales than the backlog of the migjaf the products and services of our Motion @ohanc
Flow Control segments, in which a significant pamtof sales is derived from long-term contracts.

Year Ended December 31, 2006 Compared with YeaedEb&cember 31, 2005

For the year ended December 31, 2006, we recomiesbtidated net sales of $1,282.2 million and meniegs of $80.6 million, or $1.82 per diluted shaBale
for 2006 increased 13% over 2005 sales of $1,180ln. Net earnings for 2006 increased 7% frond2Met earnings of $75.3 million, or $1.72 per @it
share.

The increase in revenues was mainly driven by aselbusinesses, which experienced organic saleghgod 11% in 2006, led by the Flow Control segm;
which grew organically by 15%. Our Metal Treatmemid Motion Control segments experienced solid dogaales growth of 9% and 8%, respectiv
Additionally, sales in 2006 benefited from an awial two months of revenue generated from our 28@uisition of Indal and the sales contributiconirthe
2006 acquisitions of Enpro Systems, Allegheny, 8adintech, which contributed $27.6 million in incesmtel sales in 2006. See Note 2 to the Consoli
Financial Statements for further information regagdacquisitions.

Page 35




In our base businesses, all of our segments expedeorganic growth in our defense markets, whitiieiased 2006 sales by $36.9 million over 2005.
increase was due primarily to higher sales to ttoeind defense market in support of the war effortraq and Afghanistan and the timing of lotegm Nav)
procurement programs. Organic sales to the oil gasl market increased $37.8 million as our flow mantoker valve product continues to gain custc
acceptance from the performance of initial prodostalls as they reach the five year in servicekm@ales from our base businesses to the commessiaspac
market increased $34.6 million in 2006 becausehefdverall growth of the market, leading to inceshgroduction requirements from our customers ir
Motion Control and Metal Treatment segments andesdnon new programs in our Motion Control segmémtaddition, foreign currency translation ha
favorable impact on sales of $5.0 million in 20@6campared to 2005.

Operating income for 2006 totaled $140.6 million, iacrease of 2% from operating income of $138.@igni in 2005. In the fourth quarter of 2006,
established a reserve in the amount of $6.5 miltmmeflect potential liabilities arising from arjuverdict returned against us in a lawsuit fileg & forme
employee. Overall organic operating income growthjch includes nonsegment expense, was 3% for 20@@pared to 2005. Strong segment growth
driven by our Metal Treatment and Flow Control segts, which experienced organic growth of 21% a#®b lrespectively, from 2005. Organic opera
income growth in our Motion Control segment was 1it%2006. The 2005 and 2006 acquisitions experigraseincremental loss of $1.3 million during 2
mainly due to integration costs, lowering the ollevperating segment margin in 2006 as compar&0@5.

In our base businesses, the organic operating ia@wowth increase was primarily attributed to higbeles volume, however, gross margins slipped Bdr6%
to 33.7% . The gross margin percentage declineroedin our Flow Control and Motion Control segneeahd was mainly due to increased work on develog
contracts and new programs, which were priced wetomargins to capture follow-on loigrm production and spares orders, higher matanal othe
production costs on fixed-price loigrm contracts, and cost overruns on certain negrams and development contracts. The gross mafiginsthe highe
sales volume were further reduced by higher gersrdladministrative costs, which grew faster thalessat 20% in 2006 as compared to 2005. The igeri
general and administrative costs was due primégilhhe establishment of the $6.5 million litigaticeserve noted above, the expensing of stock aptipon th
adoption of Statement of Financial Accounting Stadd No. 123 (revised 2008hare-Based Payme(fSFAS 123(R)”)on January 1, 2006, which totaled §
million, and an increase in pension expense of #¥llion related to the Curtisg/right pension plan due primarily to increased mercosts related to head cc
and salary increases, special termination benefitd,a lump sum payment related to the retiremeatley executive. In addition, we recognized angai the
sale of property for $2.8 million in 2005, whichddiot recur in 2006. Selling expenses increase@ iBdlion, or 10%, which was slightly behind thdesagrowth
Research and development costs declined $0.8 mili®2006 as compared to 2005 as more engineefiag was put into development contracts. Theses
were classified as cost of goods sold on the senérof income. We also benefited in 2006 from rainskements of previously expensed researct
development costs under joint projects with cust@mEoreign currency translation had an unfavorablgact on operating income of $2.0 million for B0&
compared to 2005.

We incurred higher interest expense in 2006 conthare2005. The increase was due to higher inteetes partially offset by lower average outstandiet
Our average borrowing rate increased 70 basis 902006 as compared to 2005 while our averaggtanding debt decreased 3% for the comparableds
Net earnings in 2006 included certain nonrecurtingbenefits totaling $5.1 milliot
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Segment Performance

We operate in three principal operating segmentsherbasis of products and services offered andketmaiserved: Flow Control, Motion Control, and M
Treatment. See Note 16 to the Consolidated FinaSta&ements for further segment financial inforiorat The following table sets forth revenues, ofirg
income, operating margin, and the percentage clsamyé¢hose items, for 2007 as compared with ther ggar periods, by operating segment:

Year Ended December 31, Percent Change:
(In thousands, except percentac 2007 2006
2007 2006 2005 vs. 200€ vs. 2005
Sales
Flow Contro $ 746,25: $ 548,12: $ 466,54¢ 36.1% 17.5%
Motion Contro 591,03: 509,46: 465,45 16.(% 9.5%
Metal Treatmer 254,83¢ 224,57. 198,93: 13.5% 12.%%
Total Curtiss-Wright $ 1,592,12 $ 1,282,15 $ 1,130,92 24.% 13.%
Operating Income:
Flow Contro $ 73,47¢ $ 60,54: $ 54,50¢ 21.4% 11.1%
Motion Contro 64,837 55,24: 50,48t 17.4% 9.4%
Metal Treatmer 50,88( 42,38¢ 34,47( 20.C% 23.%
Total Segmen 189,19 158,16¢ 139,46 19.€% 13.4%
Corporate & Othe (10,009 (17,54) (1,489 (42.%%) 1083.¢%
Total Curtiss-Wright $ 179,18« $ 140,62¢ $ 137,98: 27.%% 1.%
Operating Margins:
Flow Contro 9.6% 11.(% 11.7%
Motion Contro 11.(% 10.8% 10.8%
Metal Treatmer 20.% 18.9% 17.5%
Total Segmen 11.9% 12.2% 12.2%
Total Curtiss-Wright 11.5% 11.(% 12.2%

Flow Control

Sales for 2007 were $746.3 million, a 36% increaser 2006 sales of $548.1 million. The sales irmeeaas achieved through organic sales growth of 8¢
sales from our 2006 acquisitions of Enpro Systents Swantech and our 2007 acquisitions of Scientéelye Systems and Controls, and Benshaw, v
contributed $129.5 million in incremental reventibe increase in organic sales was driven by highkss to the oil and gas market of $76.7 milliaghbr sale
to the power generation market of $8.6 million tjgdly offset by lower sales to the U.S. Navy o6$ million.

High demand for our coker valves continued in 28687%he products continue to gain greater markegpdance as our installed base continues to penfegth
Coker valve sales accounted for 44% of the oil gasl market sales growth in 2007. Additionally, 002 refineries continued to increase capital spentt
increase capacity and improve plant efficiencied parform more service and maintenance to suppeit turrent capacity. As a result, sales of otnel
products and services to the oil and gas markeh as valves, actuators, and aftermarket fieldiseswere up $41.3 million over the prior periode \Asc
benefited from additional repair services resultfingm increased Gulf Coast turnaround businesson§trproduct demand for our valves, fasteners,
engineering design and support services from UuSlear power plants drove the increased saleserptwer generation market versus 2006. Demand
nuclear power plants is driven by the timing ofurbishment cycles and both scheduled and unschegildet outages, which can vary in timing and c
fluctuations from period to period. Power generatievenues were driven by higher sales of valyeesparts, fasteners, and engineering suppotitesrwhicl
increased by $10.3 million over the prior year périln addition, we had $8.3 million of sales farmew AP1000 reactor coolant pump to be used turé
Chinese power plants. These increases to the pgevesration market were partially offset by loweesaf our control rod drive mechanisms and otkeecto
coolant pumps of $10.0 million due to the wind domm some larger contracts. The lower sales to ti& Navy was driven by decreased electromechz
generator and pump sales and valves sales of $30i8n due to the timing of procurement cycle oanaircraft carriers and submarines. Lower sale$5d
million for our JP-5 jet fuel valves used on Nirmrdtass
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aircraft carriers and ball valves used on Virgiolass submarines were caused by delayed fundingpése two programs as funds are being divertetippor
the war efforts. Partially offsetting these dectine 2007 were higher development work for U.S.ahasurface ships (DDX) and NAVSEA program
production work on the EMALS and AAG programs of3$2 million. Sales to the U.S. Navy are dependaniNavy procurement budgets and are subje
fluctuations due to timing of funding releasesatitition, foreign currency translation favorablypacted this segmest'sales by $1.2 million in 2007 compa
to 2006.

Operating income for 2007 was $73.5 million, anréase of 21% over 2006 operating income of $6018omi The base business operating income grev
organically for the full year ended December 3102Gvhile the 2006 and 2007 acquisitions positivelpacted operating income by $10.0 million in 2@i#& tc
strong performance in the oil and gas and poweeggion markets. The increase in the operatingnmrecérom the base businesses resulted from highes
volume, particularly from our coker valve and otivatve products and services to the oil and gasketaFavorable sales mix from other nowker valve
products, and engineering services to the oil aasl market for maintenance, repair, and overhawicger which were due to the continued investmer
worldwide refineries, also contributed to the higlaperating income. In addition, we experienced rompd operating performance in our consolid
TapcoEnpro business unit which began its consadidgirocess in 2006. In the power generation maxkat operating income improved due to favorables
mix with our valve and fastener products and préidacefficiency improvements with our control rodw# mechanisms, which experienced approximate
million of cost overruns in 2006. This segment alsceived approximately $2 million of recovery frahe U.S. Government for environmental remediatiosts
which benefited operating income in 2007.

The overall operating margin for this segment dased 120 basis points in 2007 versus the prioryedod. The lower overall margins resulted mafntyn cos
overruns on fixed priced development contracts. &xperienced a loss of $3.5 million on a pump dgwalent contract with the U.S Navy for three ne
designed pumps to be used on CVN aircraft carriehg. other main loss development contract wasifst fime design airlock doors to be used in Ché
nuclear power plants. The new product cost overanescommon when undertaking the design, manufagtuand qualification of technically challeng
products for the first time. We anticipate theseestments will benefit us in the loigem through future production orders. Coupled wfitbse overruns we
higher material, transportation, and fabricatiorstsp particularly within the fixegrice coker valve contracts in the oil and gas marikdditionally, thi
segment operating margin was impacted by the continugdstment in the development of new commercial (tyamoil and gas and power generation)
military technologies which resulted in an increaéeesearch and development costs of nearly $#lmas compared to the prior year, net of reimsgment
under joint projects with customers. Selling anchawdstrative costs were up 17% organically in 20@7%yen by increased infrastructure costs incutoesuppor
our organic growth. In addition, foreign currencgrslation unfavorably impacted operating income$tiyé million in 2007 as compared to 2006. Althc
foreign currency translation had a favorable imparctsales for the segment, the net impact to opgrancome was unfavorable mainly due to the Cearn
operations having a significant amount of salesod@nated in U.S. dollars and operating costs inad&m dollars. Thus, changes in the foreign cugreate:
directly impact the operating costs with no offegftimpact on sales.

Backlog at December 31, 2007 was $775.6 million parad with $434.8 million at December 31, 2006 $489.2 million at December 31, 2005. The 2
acquisitions represented $107.6 million of baclkdddecember 31, 2007. New orders received in 268ed $969.3 million, a 78% increase over 2006
orders of $545.5 million and a 94% increase over aelers received in 2005. The acquisitions mad20id6 and 2007 contributed $124.8 million in incesra
new orders received in 2007. Approximately $293liaril of the increase is a result of the awardshef teactor coolant pump contracts with SNPTC
Westinghouse for four new AP 1000 reactors in Chidantinued strong demand in the oil and gas méikebur products also contributed to the incre
Partially offsetting these increases were loweemsdrom the U.S. Navy in 2007 compared to 2006tduke timing of their procurement cycle.

In 2006, our Flow Control segment reported sale$5d8.1 million, an 18% increase over 2005 sale®4®6.5 million. The sales increase was achieveslitt
organic sales growth of 15% and sales from our 28@fuisitions of Enpro Systems and Swantech, wbdctiributed $14.1 million in incremental revenuée
increase in organic sales was driven by higherssaléhe oil and gas market of $33.9 million, higkales to the power generation market of $15.lianjlanc
higher sales to the U.S. Navy of $13.1 million. Midemand for our coker valves continued in 200thagroducts continue to gain greater market aeceptir
the industry as our installed base continued téopmrwell. Coker valve sales accounted for 71%hef ¢il and gas industry sales growth in 2006. Adddlly,
refineries continued to invest money to increagmciy and improve plant efficiencies in 2006. As a
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result, sales of our other products to the oil gad industry were up $10.1 million over the prieripd. We also benefited from additional repairvizms
associated with turnaround work resulting from ltioericane damage in 2005. Strong product demand fraclear power plants drove the increased salts
power generation market versus 2005. Demand frotfeaupower plants was driven by the timing of rbfshment cycles and both scheduled and unsche
plant outages, which varied in timing and causetélations from period to period. In 2006, we expahdur electranechanical product line to include rea
vessel heads, which supplemented the control riv@ dnechanisms sales. Power generation revenues dviven by sales of valves, spare parts, and s
which increased by $8.2 million, control rod drivechanisms to nuclear power plants, and motor rafaatures, which increased $5.7 million and $5.0ioni,
respectively, over 2005. These increases to therewial power generation were partially offset 5329 million decrease in reactor coolant pumpsshécaus
of the timing of orders. The higher sales to th8.WNavy were mainly driven by increased generggomp, and valve sales of $23.7 million for use lwa €VN
aircraft carrier. Sales to the U.S. Navy were gesitively impacted by additional engineering, gsi, and development work of $5.0 million, higlsates ¢
electronic power supply products of $2.3 millionves gain additional market share, and higher edetiechanical spares of $1.6 million, versus 2005tidly
offsetting these naval sales was a $19.4 milliacrefese in generator, pump, and valve sales for atibes. Sales to the U.S. Navy were and still emeddant c
Navy procurement budgets and are subject to fltictus due to timing of funding releases. In additiforeign currency translation favorably impactad
segment’s sales by $0.9 million in 2006 compare2i05.

Operating income for 2006 was $60.5 million, arréase of 11% over 2005 operating income of $541bomi The base business operating income grewlid
14% organically for the full year ended December &106, while the 2006 acquisitions negatively istpd operating income by $1.3 million in 2006 da
business integration costs. The increase in theatipg income from the base businesses resulted frigher sales volume, particularly from our cogevduct:
to the oil and gas industry. The overall base mssroperating margin for this segment decreasdzh3i8 points in 2006 versus 2005. The lower ovenaligin:
resulted from several factors including higher matetransportation, and fabrication costs patédy within fixed-price valve contracts within the oil and
industry. Gross margins in 2006 were also impabteddditional testing and qualification costs omveeproducts, such as the control rod drive mecmasiir
the nuclear power generation market and compositepg and trim and drain product to the U.S. Navye fiew product cost overruns are common \
undertaking the design, manufacture, and qualiioadf technically challenging products for thesfitime. Additionally, we experienced cost overronsour JP-
5 and ball valves servicing U.S. Navy aircraft @ag and submarines, respectively. The cost overware associated with improving the design ofpttealuct:
and higher material costs. Partially offsettingsth@npacts was better labor utilization within elgctromechanical division and better mix in other prodsaie:
to the oil and gas industry for maintenance, reaid overhaul services associated with refinemyatounds.

Research and development costs increased $1.5miitli2006 over 2005 as additional investments weade to grow our commercial power business, pir
offset by reimbursements of costs under joint ptgjevith customers. Selling and administrative segére up 21% in 2006, driven by increased infuastire
costs incurred to support our organic growth asl wela $1.5 million expense associated with theptdio of SFAS 123(R). In addition, foreign curre
translation favorably impacted operating income$By2 million in 2006 as compared to 2005.

Motion Control

Our Motion Control segment reported sales of $59dillon for 2007, a 16% increase over 2006 safe$5®9.5 million. The sales increase was achievaihly
through organic sales growth of 14% and a payglr sales contribution related to our 2007 actjoisiIMC Magnetics, which added $8.3 million otiemente
revenue. The increase in organic sales was driva@nlynby higher sales to the naval defense mark&2d.8 million, higher sales to the commercialoapac
market of $19.3 million, higher sales to the aeangpdefense market of $18.7 million, and highezsst the ground defense market of $5.7 million.

The naval defense market improvement was due tfeehigales of embedded computing products of apmateily $15 million used on various radar, proces
distribution and display systems, and related edead communication devices on various naval pfat Additionally, we had increased revenues fon
shipboard helicopter handling and door systemsérigpares, and repair and overhaul work, the tdtahich increased $7.9 million in 2007. This irapemen
was partially offset by lower revenue for our maritefense sonar products. The aerospace defenketrimaprovement was mainly due to increased denfiat
our embedded computing products used on various AirSForce and U.S. Army programs, such as thesFFR-16, F35 Joint Strike Fighter Lightning
helicopters, and unmanned
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aircraft systems. These embedded computing pro@dectunted for the majority of the market incredde COTS market continues to be strong, and oilitye
to offer a complete embedded computing solutiondmesributed to this continuing improvement. Theaéning change was due to higher sales of our toty
air data and flight recorder products, and engingeservices. This improvement was driven by higherduction ship-set work on the V-22, F-221&- an
Blackhawk programs and higher spares for the Blaskhand F-22 programs, partially offset by the witedvn on our Ft6 contracts. Our ground defense me
revenue was up slightly in 2007 as the higher safesur ground vehicles subsystems for the Futupenkiat System were partially offset by reduction
additional spares and resets for the Bradley Rightiehicle, as well as delays in production ordershe Armored Security Vehicle.

The growth in the commercial aerospace market wixem largely by increased OEM sales of $8.6 millior our actuation systems used on the Boeing
series platforms, as assemblies that were rampirig 2006 entered fulbroduction rates in 2007. New programs in 2007hsagthe cargo door system anc
struts for the 787 program and trailing edge aainasystems used on the 737 series, also contdbiatethis market growth. The remaining increas
approximately $7 million in this market was drivby strong international orders for our flight da¢égorders, other integrated sensors and comporsmiske
detection devices, and rotary ice protection systéfhis improvement can be attributed to new custopnograms, expansion of existing product linesnigg
market share from competitors, and new productioffis into the regional jet markets, such as theBge aircraft. We also experienced an increagbergener:
industrial market resulting from the overhaul difirig train drives program in our European unit,iethbegan in 2006 and reached normal anticipategldar
2007. In addition, higher sales of controllersnsfarmers, faders, and sensors, due to generatipgsteconomic conditions in the European manufaa
industry, contributed to this market improvementn@nercial aerospace aftermarket sales and repaioeerhaul services remained flat year-oyear. Foreig
currency translation favorably impacted sales hy $illion as compared to the prior year period.

Operating income for 2007 was $64.8 million, arréase of 17% over 2006 operating income of $551Romj all of which was organic. Our 2007 acquisitiof
IMC Magnetics experienced an operating loss of $fillon due to purchase accounting adjustments taedtiming of new orders. The increase in opeg
income for the base business was driven by highles s/olume, cost reduction initiatives, and praiuncefficiencies, mainly within our embedded cortipg,
naval defense, and European integrated sensingdssgis. This segment’s gross margins were essefidalyear-overyear as these improvements were o
by lower gross margins in both the commercial aefklse aerospace markets driven by higher develupwerk on key programs with major suppliers
investments in new programs, both of which carydomargins. We also realized lower margins from ghound defense market as development work ¢
Future Combat System was competitively bid to gaitry into this program. In addition, we recordedskes on development contracts within our embe
computing business as we hope this investmenthellp us gain entry into several new market segmésatstly, this segment was also negatively impadtiyg
higher material and freight costs in 2007.

This segment’s operating income margins were ghtli year-overyear. We continued our operating cost reductiotiaitives throughout the segment, wt
resulted in its cost growth below the sales grolettels. Shared service centers have been devetopeduce redundant operations, resulting in losyaErating
costs and better efficiencies. Research and dewelnp expenses grew by 25% as work moved from ptosugport to new development. Our embe
computing business drove the increase as a resinéreased spending and additional headcountppat new strategic initiatives. In addition, faeicurrenc
translation unfavorably impacted operating incorpes8.8 million in 2007 as compared to 2006. Althledgreign currency translation had a favorable iotpea
sales for the segment, the net impact to operatic@me was unfavorable mainly due to the Canadgsaraiions having a significant amount of sales denatec
in U.S. dollars and operating costs in Canadiataddl Thus, changes in the foreign currency raitestlly impact the operating costs with no offsgtimpact o
sales.

Backlog at December 31, 2007, was $525.8 milliomgared with $438.6 million at December 31, 2006] &874.5 million at December 31, 2005. The |
Magnetics acquisition made during 2007 represef1d5 million of backlog at December 31, 2007. Neders received in 2007 totaled $646.0 million, 158t
over the 2006 new orders of $563.5 million and % iBcrease over new orders received in 2005. Tore@se in new orders was mainly due to contracs ¥ar
commercial actuation systems, naval defense larglisgms, integrated sensing and components, abedeiad computing products.
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Our Motion Control segment reported sales of $508ilBon for 2006, a 10% increase over 2005 safe$4®5.5 million. The sales increase was achievaihly
through organic sales growth of 8% and a full y&fasales contribution related to our 2005 acquisitindal, which included $5.9 million of incremahtevenue
The increase in organic sales was driven mainlhigher sales to the commercial aerospace mark&206 million and higher sales to the military meteko
$18.9 million, which was partially offset by a dease in sales to the general industrial marke&df #illion. The growth in the commercial aerospatarke
was mainly related to an increase of $20.2 miliiertommercial aerospace OEM market sales. The O&kksvere driven largely by increased sales of
million for content on the Boeing 700 series platis, due mainly to an increase in skigts and new programs, and $9.5 million of senmedscomponents, d
mainly to new customer programs, expansion of Eggproduct lines, and new products, such as tbentéy approved Eclipse aircraft. Commercial aeags
aftermarket sales increased $7.4 million from 200ih $4.0 million attributable to the repair andeohaul business as conditions improve in the itrgu3 he
remaining increase was due to higher spares saf3.4 million, mainly related to improving conditis in the industry. There was also an increasalies ¢
sensor products which was mainly related to smakedtion devices and flight recorders due to impdbgeneral economic conditions. Higher sales t
military were driven by a $25.2 million increasesales to the defense ground market. Higher sélesreembedded computing products of $14.9 millised o
various ground defense vehicles were driven by nekated orders of additional spares and resethéBradley Fighting Vehicle, new production ordinsthe
Armored Security Vehicle, and additional ordersfrother military programs. The remaining change eessed by growth in sales of our ruggedized myl
ground vehicle subsystems to be used on the FQomgbat System program. These improvements weralpadffset by a $7.5 million reduction in the eefs¢
aerospace market. The decrease is attributabtever Isales of airborne sensor products of $7.6anillesulting from the completion of contracts dmder sale
for electronic communication devices of $3.5 millidue to reduced customer demand, partially offsestronger orders for various helicopter progri
especially for the Blackhawk. The defense navy marémained relatively flat from 2005 through 200@ile a $6.9 million reduction to the other goveen
agencies related mainly to the completion of thexmea space flight contracts. Partially offsettihgse improvements were lower sales of other sesrst
controller products to the general industrial mardkke$5.7 million. The decrease is primarily dueldaver sales of controller products of $3.1 milliam the
European market as a primary customer for thes#ugte continued its transition to in-house produrcti

Operating income increased $4.8 million, to $55iltian, for 2006, an increase of 9% over 2005 ofiagaincome of $50.5 million. The base businessrajieg
income grew 11% organically for the year ended bems 31, 2006, while the 2006 acquisition negayivelpacted operating income by $0.8 million in 2
due to delays in timing of their contracts. The im@ment in operating income was driven primaripthee higher sales volume, partially offset by afenrorable
mix of sales to the aerospace defense marketsloWss gross margins were associated with incredsedlopment work, which derived lower margins arete
performed in anticipation of folloven production orders, investments in new programihvwere competitively bid, and slightly higher tex@al costs on the ki
programs such as the 737 platform. The segmenteaperienced cost overruns on certain developmemtracts, the bulk of which related to a fixed p
contract for the 767 tanker refueling program. Atematively impacting gross margins was unfavorédaleign currency translation, as described in ndeti
below.

The lower gross margin percentages did not hawgasficant an effect on the overall operating niasgf the segment as operating costs in 2006 reddia
as compared to 2005. Research and developmentdmdised $2.9 million because the increased erging effort was put into development contracts.a
result, these costs are classified as cost of geoldson the statement of income. Additionally, seev the benefits of integration efforts as redubdasearch ar
development activities were consolidated, espegrcialbur embedded computing division. Selling, gaheand administrative costs were up 7% over 200fch
included overcoming the unfavorable impact of fgrecurrency translation and the impact of adop®KAS 123(R), where the expensing of stock op
increased general and administrative expenses Byrillion as compared to 2005. Operating cost cddos were experienced through business unit iateg
efforts, as well as significant costiting initiatives implemented during 2006 at fatilities. Overall, operating income was negatjvishpacted by foreig
currency translation of $2.4 million despite thedeable impact currency translation had on saléss Was primarily due to certain Canadian operatiohos:
sales were primarily denominated in U.S. dollarsd,ahus, changes in the foreign currency ratesctyr impacted Canadian dollar operating costs it
offsetting effect on sales.
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Metal Treatmen

Our Metal Treatment segment reported sales of $26dllion in 2007, an increase of 14% over 2006esabf $224.6 million. Organic sales growth of 1
contributed $26.0 million to the increase, whiler @06 acquisition of Allegheny Coatings contriltit®4.3 million of incremental revenue. The segr
experienced organic sales growth in all of its majarkets and primary service offerings, with irased sales to the commercial aerospace and defenket:
of $11.2 million and $4.0 million, respectively ov2006. Sales to the general industrial, oil ans, gatomotive, and power generation markets cordbioear
additional $10.7 million in revenue during 2007casnpared to 2006. The sales growth to the comniexeir@space market grew in each of our major se
lines due to higher production requirements of Ofthufacturers, primarily shot peen forming servicesving components on the Airbus and Boeing faat
of aircraft, coatings services for engine composiemt Boeing aircraft, and other shot and laseripgegoating, finishing, and heat treating servifmsvarious
OEMs. Defense sales increased primarily from deferesospace requirements due to the ongoing weermr. The remaining increases over our major s
occurred primarily in the European markets, asdbmestic market continues to soften, especiallpraotive. In addition, foreign currency translatibad ¢
favorable impact on sales of $8.4 million in 20@Mmpared to 2006.

Operating income for 2007 increased 20% to $50I8omifrom $42.4 million during 2006, mainly due kigher sales volume. Organic growth was 19%, v
the 2006 acquisition generated incremental opeyaticome of $0.6 million during 2007. Overall, @perating income margin improved 110 basis poirdasiy
as a result of increases in both gross margindawer operating costs as a percentage of salesirproved gross margin of 60 basis points was altre$ the
higher sales volume covering our fixed overheadscd®tal operating expenses increased approxiyna@ over the prior year but declined as a peeggnt
sales by 50 basis points. Foreign currency trapnsldtad a favorable impact of $2.8 million on opiergincome in 2007 compared to 2006.

Backlog at December 31, 2007 was $2.3 million camgavith $2.1 million at December 31, 2006. Newessdreceived in 2007 totaled $255.1 million, a :
increase from 2006 new orders of $224.7 million ar@B% increase over new orders received in 2008.ificrease is mainly due to the strength in toba
economy, which positively impacted the core shanieg business, and the segmgmécent acquisition. Our metal treatment senégessold with very mode
lead times. Accordingly, the backlog for this segins less of an indication of future sales thaa Ilacklog of the majority of the products and sssiof ou
Motion Control and Flow Control segments, in whichignificant portion of sales is derived from letegm contracts.

Our Metal Treatment segment reported sales of $284llion in 2006, an increase of 13% over 200%saf $198.9 million. Organic sales growth of
contributed $18.1 million to the increase, whiler @06 acquisition contributed $7.6 million of ieanental revenue. The segment experienced orgaleis
growth in nearly all of its markets, led by incredsales to the commercial aerospace and gendtatital markets of $7.0 million and $4.0 millioespectively
Meanwhile, sales to the defense, power generagiot,oil and gas markets increased $3.7 million] $2illion, and $1.9 million, respectively, offsey k sligh
decline in sales to the automotive market of $0ilfian as compared to 2005. The sales growth toahemercial aerospace market was driven by cus
production requirements for shot peen forming & primarily on wing components on the Airbusifarof aircraft, coatings services for engine coment:
on Boeing aircraft, and other peening and coatéwgises for various OEMSs. Increased sales of oat Ireating services drove the 2006 organic grawttie
general industrial market while sales increasethindefense, power generation, and oil and gas etsakkere driven primarily by sales of our shot [eg
services, due to the continued strengthening okttemomy. The slight decline in sales to the autvaamarket was due to lower demand of our shohiog
services in North America partially offset by inased European demand. In addition, foreign curréraslation had a favorable impact on sales @ #illion
in 2006 compared to 2005.
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Operating income for 2006 increased 23% to $42IHomifrom $34.5 million during 2005, mainly due kigher sales volume. During 2006, the base busér
increased 21% while the acquisition made in 200@egmed incremental operating income of $0.7 mmlli®verall, our operating income margin percer
improved 160 basis points mainly as a result ofrowpd gross margins from the higher sales voluragjqularly in our heat treating division, and thecrease «
cost overruns such as those experienced on cattainpeening jobs incurred at the end of 2004 aginning of 2005. The higher gross margins werseabfby
increased operating expenses, which in the past rewained relatively flat. Selling, general, addhinistrative costs of the base businesses inalels% ove
2005, driven primarily by increased stosised compensation of $1.1 million associated thigh2006 implementation of SFAS 123(R), increassgarch ar
development costs of $0.5 million due to contindeglelopment of our laser peening technology, andrenal increase in employee salaries and otheratipg
costs. Foreign currency translation had a nomioaitive impact on operating income in 2006 compaoe2005.

Corporate and Other Expenses

Non-segment operating costs consist mainly of pensigense associated with the Curtfggght Pension Plans, environmental remediation ashahinistrativ:
expenses, net foreign transaction gains/lossesoptmd income and expense not directly associatddthe ongoing performance of the segments. Wertoad
segment operating costs of $10.0 million, $17.9iom| and $1.5 million in 2007, 2006, and 2005 pesively.

Pension expense associated with the Cuwiisght Pension Plans was $5.5 million, $6.2 milli@nd $2.0 million in 2007, 2006, and 2005, respelt. The
higher 2006 expense was due to a settlement chesgting from the retirement of a key executive ars election to receive his pension benefit amgle lumy
sum payout and special termination benefits offdorda limited period of time to certain employaasthe Motion Control segment who were subject
reduction in workforce. These two items totaleds$hillion. Excluding these onéme benefits, the higher 2007 pension expensedwago increased service
interest costs mainly resulting from our acquisiipas well as higher compensation expense.

Environmental remediation and administration cosfgesented $1.2 million, $0.8 million, and $0.8liom in 2007, 2006, and 2005, respectively. In foerth
quarter of 2006, we established a reserve in theuatof $6.5 million to reflect potential liabiks arising from a jury verdict returned againsinua lawsuit filec
by a former employee. We also realized a gain o8 $gillion during 2005 on the sale of a former @i#y property located in Fairfield, New Jerseye
corporate segment retains the unallocated medisa$ @ssociated with the pooling of seurance costs. Lower unallocated medical cos90Y accounted f
the remaining difference when comparing to 2006enehs higher unallocated medical costs in 2006wnted for the remaining difference when compar
2005.

Interest Expens

Interest expense increased $4.5 million in 2007 mamed to 2006. The increase was due to higher geedabt levels associated with the funding of
acquisitions and accounted for approximately 80%hefincrease. The remaining change was due thtisligigher interest rates. Our average borrowiatg
increased 20 basis points in 2007 as compared@6 @hile our average outstanding debt increased a8%ompared to prior year. Interest expense i
increased $2.9 million from 2005 due to higherriest rates partially offset by lower average owidiiag debt.

Provision for Income Taxe

Our effective tax rates for 2007, 2006, and 2008,32.3%, 31.5%, and 36.4%, respectively. Our 28ff&ctive tax rate included tax benefits of $4.1liom,
including $3.2 million related to the tax law chasgn Canada, the United Kingdom, and Germanyarebeand development credits from our U.K. operstio
$0.9 million. Our 2006 effective tax rate includek benefits of $5.1 million including $2.0 milliorelating to research and development credits foun
Canadian operations, the impact of a Canadianataxchange enacted during the second quarter of, 2@@6h resulted in a $1.6 million favorable adinent
and the release of a tax reserve associated watkale of a former facility following the expirati@f the statute of limitations, which resultedair$1.5 millior
favorable adjustment, net of tax. Our 2005 effectiax rate included a charge of $0.3 million frdre tepatriation of foreign earnings under the AggariJob
Creation Act of 2004.
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Liquidity and Capital Resources

Sources and Uses of Cash

We derive the majority of our operating cash infliram receipts on the sale of goods and servicdscash outflow for the procurement of materials katobr

cash flow is therefore subject to market fluctuagsi@nd conditions. A substantial portion of ouribess is in the defense sector, which is charaetery long-
term contracts. Most of our lortgrm contracts allow for several billing points dgress or milestone) that provide us with cashipéee@s costs are incun

throughout the project rather than upon contraotpetion, thereby reducing working capital requiestts. In some cases, these payments can exceedst

incurred on a project.

Operating Activities

Our working capital was $359.6 million at DecemB&r 2007, an increase of $29.1 million from the kirog capital at December 31, 2006 of $330.5 milliGun
ratio of current assets to current liabilities Wla8 to 1 at December 31, 2007 and 2.1 to 1 at Dbee®il, 2006. Cash and cash equivalents totaled $6ilion
in the aggregate at December 31, 2007, down fro24 $1million at December 31, 2006. Excluding th@#tt on cash, working capital increased $87.1 omi,
primarily due to the 2007 acquisitions. The remaimaf the increase was driven mainly by increasgaventory balances as a result of a build upefqrecte:
increases in sales in 2008, the stocking of madtiatanew programs, increased deferred contractscaelayed customer shipments and milestone gl)ian
higher material costs. We also procured additionaferial to hedge against rising steel prices aadstocking of long lead material for our lotegm contract:
Accounts receivable increased due to higher salksne as sales in December 2007 were 22% higharDieaember 2006, the timing of milestone billings¢
an increase in DSO, partially offset by strong ectilon efforts of receivables from certain largejects. These increases were partially offset bynarease i
deferred income of $53.1 million mainly due to ads® funding from Westinghouse related to the APOlpfgram and higher advance payments from o
and gas customers. We also experienced an incheaszounts payable and accrued expenses assouidtethe build up of inventories and higher accl
compensation.

Our short-term debt was $0.9 million at December28D7 and $5.9 million at December 31, 2006. ©@nogiterm debt was $511.0 million at December 31, 2
an increase of $152.0 million from the balance aet@nber 31, 2006. The increase of léexgn debt is primarily due to funds borrowed toghase Scientec
Benshaw, Valve Systems and Controls, and IMC Magsiedffset by cash generated during 2007. Daysssalitstanding at December 31, 2007 increased
days from 48 days at December 31, 2006, while itorgriurnover increased to 5.3 turns at DecembeB8Q7 as compared to 5.5 turns at December 38.200

Cash and cash equivalents totaled $124.5 milliohénaggregate at December 31, 2006, up from $568lidn at December 31, 2005. Excluding the impai
cash, working capital decreased $4.0 million in@Qgartially due to 2006 acquisitions. Inventoryanaes rose primarily as a result of a build uptfer expecte
increases in sales in 2007 and strategic initiattedower turnaround time for deliveries. We also procured addal material to hedge against rising steel p
and the stocking of long lead time materials fowrm@ograms. Accounts receivable increased duegbehisales volume as sales in December 2006 wéf
higher than December 2005 offset by strong cobecéfforts of receivables from certain large prtgetinbilled receivables increased due to an irseréalong-
term contracts accounted for under the percent&gerapletion method as well as increased contriactsvhich progress billings did not apply. Theserease
to inventory and receivables were offset by andase in deferred revenue resulting from higher eclvgayments from our customers. We also experiear
increase in accounts payable and accrued expessesaed with the build up of inventories and kigaccrued compensation.

Investing Activities

We have acquired thirty-two businesses since 2001 expect to continue to seek acquisitions thatcamsistent with our longerm growth strategy.
combination of cash resources, funds available unde credit agreement, and proceeds from our $éwies were utilized to fund our acquisitions, e
totaled $289.3 million and $39.5 million in 2007da?006, respectively. As indicated in Note 2 to @@nsolidated Financial Statements, some of ouniaitpn
agreements contain purchase price adjustments,asupbtential earnut payments and working capital adjustments. U807, we made approximately $
million in such payments relative to prior year aisitions. Additional acquisitions will depend, part, on the availability of financial resourcesaatost ¢
capital that meets our stringent criteria. As sdiatyre acquisitions, if any, may be funded throtigh use of our cash and
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cash equivalents, through additional financing laée under the credit agreement, or through naaniting alternatives.

Our capital expenditures were $54.4 million in 20$40.2 million in 2006, and $42.4 million in 2006apital expenditures relate primarily to new
replacement machinery and equipment, the exparsfiamew product lines within the business segmeats] new facilities. During 2007, we also be
expansion of facilities mainly to support the neR1®00 reactor program.

Financing Activities

On August 10, 2007, the Corporation and certaiitsoubsidiaries amended and refinanced its exgistnedit facility and entered into a Second Amendac
Restated Credit Agreement (“Credit AgreemenThe proceeds available under the Credit Agreememntt@ be used for working capital, internal gro
initiatives, funding of future acquisitions, andngeal corporate purposes. The Corporasoavailable credit under the credit facility incsed from $400.
million to $425.0 million from a syndicate of banked by Bank of America, N.A. and JP Morgan ChBsak, N.A. as the cafrangement banks. The Cr¢
Agreement also contains an accordion feature whaih expand the overall credit line to a maximumregate amount of $600.0 million. The consort
membership has remained relatively the same. TkdiCAgreement extends the maturity from July ZB)2to August 10, 2012, at which time all amouhts
outstanding under the Credit Agreement will be dod payable. In addition, the Credit Agreement jotes for improved pricing and more favorable cove
terms, reduced facility fees, and increased aviithalof the facility for letters of credit. Borroings under the Credit Agreement bear interest fidading rate
based on market conditions. In addition, our irgemate and level of facility fees are dependentcertain financial ratio levels, as defined in Geedit
Agreement. We are subject to annual facility feeshee commitments under the Credit Agreement. imegation with the Credit Agreement, we paid custy
transaction fees that have been deferred and arg bmortized over the term of the Credit Agreem&vié are required under the Credit Agreement tontaa
certain financial ratios and meet certain finantésts, the most restrictive of which is a debtapitalization limit of 60% and a cross defaultyis@on with ou
other senior indebtedness. The Credit Agreemerg doecontain any subjective acceleration claudef December 31, 2007, we were in compliance il
covenants and had the flexibility to issue addgiotebt of approximately $820.0 million without extling the covenant limit defined in the Credit égmen
We would consider other financing alternatives tairtain capital structure balance and ensure cam@d with all debt covenants. We had $152.0 miliit
borrowings outstanding (excluding letters of creditder the Credit Agreement at December 31, 2005 did not have any cash borrowings outstandingf
December 31, 2006. The unused credit availableruhéeCredit Agreement at December 31, 2007 wad.€22illion.

On December 1, 2005, we issued $150.0 million 61% Senior Series Notes (the “2005 Note€Wr 2005 Notes mature on December 1, 2017 andeaie!
unsecured obligations, equal in right of paymentuo existing senior indebtedness. We, at our aptian prepay at any time all or any part of oud320lotes
subject to a makeshole payment in accordance with the terms of tbéeNPurchase Agreement. In connection with our 200&s, we paid customary fees
have been deferred and are being amortized oveetheof our 2005 Notes. We are required undemMbte Purchase Agreement to maintain certain fire
ratios, the most restrictive of which is a debtapitalization limit of 60%. The note also contameross default provision with our other seniatelbtedness. /
of December 31, 2007, we were in compliance witlc@lenants.

In November 2005, we unwound our interest rate sagneements with notional amounts of $20 million &80 million, which were originally put in place
convert a portion of our fixed interest on the $wblion 5.13% Senior Notes and $125 million 5.74%n#®r Notes, respectively, to variable rates bams
specified spreads over smenth LIBOR. The unwinding of these swap agreemesgslted in a net loss of $0.2 million, which heeen deferred and is be
amortized over the remaining term of the underlydegt.

On September 25, 2003 we issued $200.0 millionesfi@ Notes (the “2003 Notes"Jhe 2003 Notes consist of $75.0 million of 5.13%i8eNotes that matu
on September 25, 2010 and $125.0 million of 5.74%i@& Notes that mature on September 25, 2013.2008 Notes are senior unsecured obligations ar
equal in right of payment to our existing seniatébtedness. We, at our option, can prepay at exgydil or any part of our 2003 Notes, subject tnakewhole
payment in accordance with the terms of the Notelse Agreement. In connection with our 2003 Noiespaid customary fees that have been deferrd
are being amortized over the terms of the 2003 &ée are required under the Note Purchase Agregmemaintain certain financial ratios, the mostrietive
of which is a debt to capitalization limit of 60%cda cross default provision with our other seimdebtedness. As of December 31, 2007, we werermpdance
with all covenants.
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Our industrial revenue bonds, which are collateedli by real estate, were $9.1 million and $14.dionilat December 31, 2007 and December 31, :
respectively. The loans outstanding under the 2808 2005 Notes, Revolving Credit Agreement, andustrial Revenue Bonds had variable interest
averaging 5.58% for 2007 and 5.38% for 2006.

Future Commitment

Cash generated from operations should be consideteduate to meet our anticipated operating cagliresments for the upcoming year, including plar
capital expenditures of approximately $100 milltor$5115 million, interest payments of approximat&80 million to $32 million, estimated income taaypent:
of approximately $70 million to $80 million, dividds of approximately $14 million, and additionalrkiag capital requirements. We have approximateél
million in short-term environmental liabilities, wdh is management’s estimation of cash requirenfent8008. Additionally, we are committed to poiahearn-
out payments on three of our acquisitions datintklta 2001, which are estimated to be between appedely $7 million and $9 million in 2008. Therarcbe
no assurance, however, that we will continue toegate cash flow at the current level. If cash gateer from operations is not sufficient to suppwetst
operating requirements and investing activities,may be required to reduce capital expenditurdsjaniece a portion of our existing debt, or obtadditiona
financing.

In 2008, our capital expenditures are expectedahd¢tude the construction of new facilities, expansaf facilities to accommodate new product linas] aev
machinery and equipment, such as additional investrim our laser peening technology. The incressedinly due to the expansion of our facility tggart the
AP 1000 program.

The following table quantifies our significant fueéucontractual obligations and commercial commitis@s of December 31, 2007:

(In thousands Total 2008 2009 2010 2011 2012 Thereaftel
Debt Principal
Repayment§! $ 511,98 $ 92: 3 64 $ 75066 $ 68 $ 152,07( $ 283,79
Interest Payments on
Fixed Rate Debt 133,58 19,28t¢ 19,28t¢ 18,25« 15,44( 15,44( 45,87:
Operating Leases 77,62¢ 20,11: 15,90: 11,92¢ 10,58t 8,31¢ 10,78
Total $ 723,18t $ 40,32« $  35,25: $  105,24! $  26,09: $ 175,82 $ 340,44!

(1)Amounts exclude a $0.1 million adjustment to the fair value of long-term debt relating to the Corporation’s interest rate swap agreements that were settled in cash during 2005.

We do not have material purchase obligations. Mbsur raw material purchase commitments are maeetty pursuant to specific contract requirements.

We enter into standby letters of credit agreemeiitts financial institutions and customers primarigtating to guarantees of repayment on our InéalsRevenu
Bonds, future performance on certain contractsrtwige products and services, and to secure advpagments we have received from certain internat
customers. At December 31, 2007, we had continggitities on outstanding letters of credit duefalfows:

(In thousands Total 2008 2009 2010 2011 2012  Thereafte
Letters of Credif?) $ 48,57 $ 27,82 $301: $377¢ $ 95 $ 7/ $12,03¢

(2)Amounts indicated as thereafter are letters of credit which expire during the revolving credit agreement term, but will automatically renew on the date of expiration. In addition, amounts exclude
bank guarantees of approximately $0.9 million.
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Critical Accounting Estimates and Policies

Our consolidated financial statements and accompgmpotes are prepared in accordance with geneaaltgpted accounting principles in the United Stat
America. Preparing consolidated financial statesmeatuires us to make estimates and assumptionafteet the reported amounts of assets, liabslittevenue
and expenses. These estimates and assumptionffentedi by the application of our accounting p@gi Critical accounting policies are those thauime
application of managemestmost difficult, subjective, or complex judgmerdften as a result of the need to make estimatestdbe effects of matters that
inherently uncertain and may change in subsequengs. We believe that the following are somehef tore critical judgment areas in the applicatbour
accounting policies that affect our financial cdiwhi and results of operations:

Revenue Recognitic

The realization of revenue refers to the timingtsfrecognition in our accounts and is generallpsidered realized or realizable and earned whemaheing
process is substantially complete and all of tHiong criteria are met: 1) persuasive evidencewfarrangement exists; 2) delivery has occurreskorice
have been rendered; 3) our price to our custonferad or determinable; and 4) collectibility isasonably assured.

We record sales and related profits on productioh gervice type contracts as units are shippedtidadand risk of loss have transferred or as sewiar
rendered. This method is used in our Metal Treatraegment and in some of the business units witiérMotion Control and Flow Control segments theat/e
non-military markets.

For certain contracts in our Flow Control and MatiGontrol segments that require performance oveexended period before deliveries begin, sales
estimated profits are recorded by applying the grege-of-completion method of accounting. The gmtage-ofeompletion method of accounting is u
primarily for our defense contracts and certainglberm commercial contracts. This method recognizeemue and profit as the contracts progress tos
completion. For certain contracts that contain gnificant number of performance milestones, asnaefiby the customer, sales are recorded based
achievement of these performance milestones. THerpence milestone method is an output measupragress towards completion made in terms of rg
achieved. For certain fixed price contracts, whasae or a limited number of milestones exist, thstd¢o-cost method is used, which is an input measu
progress toward completion. Under the costdast input method, sales and profits are recordesgtd on the ratio of costs incurred to an estimbtosts ¢
completion. Under our percentageaafmpletion methods of accounting, a single estith&téal profit margin is used to recognize prodit €ach contract over
entire period of performance.

Application of percentage-afempletion methods of revenue recognition requinesuse of reasonable and dependable estimathe @fture material, labor, a
overhead costs that will be incurred and a disegali cost estimating system in which all functiofigshe business are integrally involved. These emstia® ar
determined based upon industry knowledge and expesi of our engineers, project managers, and fimast@aff. These estimates are significant andeot
changes in cost and operating performance througheucontract and could have a significant impattour operating performance. Adjustments to oal
estimates for contract revenue, estimated costsrapletion, and the estimated total profit are roftequired as work progresses throughout the ctinérad a
experience and more information is obtained, etiengh the scope of work under the contract maychahge. These changes are recorded on a cumuas
in the period they are determined to be necessary.

Under the percentage-obmpletion method of accounting, provisions folireated losses on uncompleted contracts are recegynizthe period in which tl
likelihood of such losses are determined. Howefigture costs associated with certain loss developmentracts may be deferred if follown production orde
are deemed probable. Amounts representing contteerige orders are included in revenue only whep ta@ be estimated reliably and their realizatis
reasonably assured. Certain contracts contain giomg for the redetermination of price and, as satéinagement defers a portion of the revenue fiuose
contracts until such time as the price has beatified.

Some of our customers withhold certain amounts fthenbillings they receive. These retainages areigdly not due until the project has been compietec
accepted by the customer.
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Inventory

Inventory costs include materials, direct labor] amanufacturing overhead costs, which are statéldealiower of cost or market, where market is ledito the
net realizable value. We estimate the net reakzablue of our inventories and establish reserveeduce the carrying amount of these inventoiieset
realizable value, as necessary. We continuallyuetalthe adequacy of the inventory reserves byweng historical scrap rates, tiand quantities as compa
with historical and projected usage levels, anceiointicipated contractual requirements. The stateehtory costs are also reflective of the estemaised i
applying the percentage-of-completion revenue reitimyp method.

We purchase materials for the manufacture of coraptsnfor sale. The decision to purchase a set iyanfita particular item is influenced by severattor:
including: current and projected price, future restied availability, existing and projected contsaitt produce certain items, and the estimated nfegdsul
businesses.

For certain of our longerm contracts, we utilize progress billings, whiepresent amounts billed to customers prior todflevery of goods and services and
recorded as a reduction to inventory and receigali®eogress billings are generally based on coststied, including direct costs, overhead, and gerenc
administrative costs.

Pension and Other Postretirement Bene

In consultation with our actuaries, we determine #ppropriate assumptions for use in determinirglitibility for future pension and other postretien
benefits. The most significant of these assumptindside the number of employees who will receieadfits, their tenure, their salary levels, theested retur
on plan assets, the discount rates used to deterpiam obligations, and the trends in the costseflical and other health care benefits in the cddée
postretirement benefit obligations. Changes indhessumptions, if significant in future years, niewe an effect on our pension and postretiremepérese
associated pension and postretirement assetsailities, and our annual cash requirements to fhede plans.

The discount rate used to determine the benefigatibns of the plans as of December 31, 2007 taednnual periodic costs for 2008 remained at &@oall
the U.S. pension plans and the EMD postretirememniefit plan to reflect current economic conditiofitie rate reflects the hypothetical rate at whick
projected benefit obligations could be effectivebttled or paid out to participants on that date détermined our discount rate based on a randactdrs
including the rates of return on high-quality, fixecome corporate bonds available at the measuredagatand the related expected duration for thigatibns
The discount rate for the Curti¥gright postretirement benefit plan decreased t6%.T 2007 to better reflect current economic ctads. This change caus
an increase to the benefit obligation. The lowée ia comparison to the other plans is becauseldreis closed to new entrants, and the expectgduts ar
shorter in duration than the other plans. The odtsompensation increase for the pension plansiradat 4% which reflects the experience over s pear
and the Corporation’s expectation of future salacyeases. We also utilized the RP 2000 mortadibyets for the U.S. pension and postretirement litgriahs.

The overall expected return on assets assumptibasisd on a combination of historical performarfcée pension fund and expectations of future perénce
The historical returns are determined using theketaelated value of assets, which is the same valad irsthe calculation of annual net periodic benedist
The market-related value of assets includes thegretion of realized and unrealized gains and Ilesseer a fiveyear period, which effectively averages
volatility associated with the actual performanéehe plan’s assets from year to year. Over thetks years the markeglated value of assets had an ave
annual yield of 10.1%, whereas the actual retuuesaaed 9.3% during the same period. We have densis used the 8.5% rate as a Idegn overall averag
return. Given the uncertainties of the current eooic and geopolitical landscapes, we consider tB&&ate to be a reasonable assumption of theefuitung-
term investment returns.

The longterm medical trend assumptions start with a cunratet that is in line with expectations for the miegwre. It then grades the rates down over tim@ i
reaches an ultimate rate that is close to expecofior growth in GDP. The reasoning is that mddieands cannot continue to be higher than the s&@&DF
growth in the long term. Any change in the expéatadf these rates to return to a normal level &hbave an impact on the amount of expense we rézeg

The timing and amount of future pension income xgemse to be recognized each year is dependerfteodeimographics and expected earnings of the
participants, the expected interest rates in effefitture years, and the actual and expected imes# returns of the assets in the pension trust.
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The following table reflects the impact of changeselected assumptions used to determine the €usideus of the Corporatiapension plans as of Decemnr
31, 2007 (in thousands, except for percentage pbisnge):

Increase ir
Percentag Benefit Increase ir
Assumptior Point Changt Obligation Expense
Discount ratt (0.25%) $10,30: $97¢€
Rate of compensation increz 0.25% 3,067 63C
Expected return on ass: (0.25%) - 1,08¢

See Note 14 to the Consolidated Financial Statesnfemtfurther information on our pension and pdseenent plans, including an estimate of futureh
contributions.

Environmental Reservt

We provide for environmental reserves on a sitsit®ybasis when, in conjunction with internal anteenal legal counsel, it is determined that ailighis both
probable and estimable. In many cases, the lighdinot fixed or capped when we first record aility for a particular site. If only a range of teatial liability
can be estimated and no amount within the rangeoie probable than another, a reserve will be Bskadd at the low end of that range. At sites iniraj
multiple parties, we accrue environmental liakgktibased upon our expected share of the liakiitiging into account the financial viability of oather jointly
liable partners. Judgment is required when we naalsemptions and estimate costs expected to beréncfar environmental remediation activities beeaat
among other factors, difficulties in assessingekent and type of environmental remediation tpédormed, the impact of complex environmental fagons
and remediation technologies, and agreements betpegntially responsible parties to share in tbst of remediation. In estimating the future lighilanc
continually evaluating the sufficiency of such llékes, we weigh certain factors including our fieipation percentage due to a settlement by okhgicy o
other potentially responsible parties, a changéhéenvironmental laws requiring more stringentunsments, an increase or decrease in the estintiate
required to remediate, a change in the estimateitafe costs that will be incurred to remediate ¢ite, and changes in technology related to enmienia
remediation. We do not believe that continued céemgle with environmental laws applicable to our raiens will have a material adverse effect on
financial condition or results of operation. Howewgiven the level of judgment and estimation usethe recording of environmental reserves, itéasonabl
possible that materially different amounts couldrbeorded if different assumptions were used ainfumstances were to change, such as environn
regulations or remediation solution remedies.

As of December 31, 2007, our environmental resetataded $23.0 million, the majority of which isng term. Approximately 75% of the environmentakeres:
represent the current value of our anticipated cBation costs and are not discounted primarily tiuthe uncertainty of timing of expenditures. Teenaining
environmental reserves are discounted to refleettime value of money since the amount and timifigash payments for the liability are reason
determinable. We use a discount rate of 4%, whigraimates an amount at which the environmendility could be settled in an armlength transactic
with a third party. All environmental reserves axt# any potential recovery from insurance cargerthird-party legal actions.

Purchase Accountin

We apply the purchase method of accounting to oguiaitions. Under this method, the purchase piteuding any capitalized acquisition costs, isedted t(
the underlying tangible and intangible assets aequand liabilities assumed based on their respeéir market values, with any excess recordedoasliwill.
We determine the fair values of such assets atuilifies, generally in consultation with thiggarty valuation advisors. Such fair value assestsneguir
significant judgments and estimates such as pexjecash flows, discount rates, royalty rates, @mdaining useful lives that can differ materiallgrir actue
results. The fair value of assets acquired (netash) and liabilities assumed of our 2007 acqoisitiwere estimated to be $315.6 million and $35lliom
respectively. The initial fair values assigned éstain of these acquisitions are preliminary and na revised prior to finalization, which is to bemplete:
within a reasonable period, generally within onaryef acquisition.
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Goodwill

We have $570.4 million in goodwill as of Decembér 3007. The recoverability of goodwill is subjestan annual impairment test based on the estinfait
value of the underlying businesses. The test ifopaed in the fourth quarter, which coincides witie completion of our fiveear strategic operating pl:
Additionally, goodwill is tested for impairment wimean event occurs or if circumstances change tlatfldvmore likely than not reduce the fair valuea
reporting unit below its carrying amount. Fair v&lis estimated using an income approach which digsdfuture net cash flows to their present valua eats
that reflects both the current return requiremeritthe market and the risks inherent in the repgrtinit. These estimated fair values are basedstimates c
future cash flows of the businesses. Factors affgthese future cash flows include the continuedkeat acceptance of the products and servicesedffiey the
businesses, the development of new products amitesiby the businesses and the underlying cadéwdlopment, the future cost structure of the lessias, ar
future technological changes. Estimates are aled feg the Corporatios’cost of capital in discounting the projected fataash flows. If it has been determi
that impairment has occurred, we may be requirgddognize an impairment of our asset, which wdxddimited to the difference between the book valfithe
asset and its fair value. Any such impairment wdaddecognized in full in the reporting period ihieh it has been identified.

Other Intangible Assets

Other intangible assets are generally the resubiogfuisitions and consist primarily of purchasecht®logy, customer related intangibles, and tradks:
Intangible assets are recorded at their fair vahigedetermined through purchase accounting. Deflivied intangible assets are amortized on a sttdiige basi:
over their estimated useful lives, which range frbrro 20 years, while indefinite-lived intangiblssats are not amortized. Indefiniteed intangible assets ¢
reviewed for impairment annually based on the disted future cash flows. Additionally, we reviewethecoverability of all intangible assets, incluglithe
related useful lives, whenever events or changeséomstances indicate that the carrying amoughimot be recoverable. We would record any impeirir
the reporting period in which it has been identifie

Recently Issued Accounting Standards

In September 2006, the FASB issued Statement @inEial Accounting Standards No. 1%air Value Measuremen{8SFAS No. 157").SFAS No. 157 define
fair value, establishes a framework for measuraig\falue in generally accepted accounting prirespland expands disclosures about fair value measunts
This statement applies under other accounting pnocements that require or permit fair value measergs, the FASB having previously concluded in ¢
accounting pronouncements that fair value is thevamt measurement attribute. Accordingly, thigesteent does not require any new fair value measemes
However, for some entities, the application of tetement will change current practice. This antiog standard was effective for financial statetaéssued fc
fiscal years beginning after November 15, 2007. k\v, in December 2007, the FASB, in a proposed B§feed to delay by one year the effective dapacf
of SFAS No. 157. The proposed delay would applglkmon-financial assets and néinancial liabilities except those recognized csatthsed at fair value in t
financial statements on a recurring basis (at leastually). We do not anticipate that the adoptidnthis statement will have a material impact oe
Corporation’s results of operation or financial dition.

In September 2006, the FASB issued SFAS No. Es8ployers’ Accounting for Defined Benefit and Pensand Other Postretirement PlaifsSSFAS No
158™). The initial provisions of this Statement were adabpfor Fiscal Year ended December 31, 2006. Aalthtly, for fiscal years ending after Decembel
2008, SFAS 158 will require companies to measueegpthn assets and obligations as of the date adrtioyers fiscal year end, however earlier adoption o
measurement date provisions is encouraged. Weotl@amticipate the change in the Fiscal Year endsomement date to have a material impact or
Corporation’s results of operation or financial dition.

In February 2007, the FASB issued Statement ofrigiiad Accounting Standards No. 158he Fair Value Option for Financial Assets and Fiogl Liabilities-
Including an amendment of FASB Statement No.(“SFAS No. 159”).SFAS No. 159 permits entities to choose to measligible items at fair value

specified election dates and report unrealizedsgaid losses on items for which the fair valuearptias been elected in earnings at each subsegoemting
date. SFAS No. 159 is effective as of the beginmihgn entitys first fiscal year that begins after November 28)7. We do not anticipate that the adoptic
this statement will have a material impact on tloegBration’s results of operation or financial citimh.

In December 2007, the FASB issued Statement ofreinbAccounting Standards No. 141(Revised 20B8djsiness Combinatior(8SFAS No. 141(R)").SFAS
No. 141(R) will change the accounting treatmentdertain specific items, including, but not limiteml acquisition costs will be generally expensednaurred
noncontrolling interests will be valued at fair walat the acquisition date; acquired contingemilltees will be recorded at fair value at the aisition date an
subsequently measured at either the higher of ao@unt or the amount determined under existingangd for non-acquired contingenciespitocess resear
and development will be recorded at fair value asiralefinitelived intangible asset at the acquisition datetroesuring costs associated with a busil
combination will be generally expensed subsequetitd acquisition date; and changes in deferredsagt
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valuation allowances and income tax uncertaintitss ghe acquisition date generally will affect amse tax expense. SFAS No. 141(R) also includesrakernew
disclosure requirements. SFAS No. 141(R) appliesgectively to business combinations for which dbquisition date is on or after the beginning & finsi
annual reporting period beginning on or after Delbeml15, 2008. We are still evaluating the impaett tthe adoption of this statement will have on
Corporation’s results of operation or financial dition.

Iltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk.

We are exposed to certain market risks from chamyesterest rates and foreign currency exchangesras a result of our global operating and finag
activities. We seek to minimize any material ri$fam foreign currency exchange rate fluctuation®ulgh our normal operating and financing activitasl
when deemed appropriate, through the use of derévéihancial instruments. We do not use such uregnts for trading or other speculative purposes.ugé:
forward foreign currency contracts to manage ourency rate exposures during the year ended DeaeBih@007. Information regarding our accountingiqy
on financial instruments is contained in Note Ioltlie Consolidated Financial Statements.

The market risk for a change in interest ratesteslarimarily to our debt obligations. Our intereste exposure was 69% and 96% fixed at Decemhe2BL
and December 31, 2006, respectively. The variaiksron the Industrial Revenue Bonds are basedadketrates. As of December 31, 2007, a chang#énes
rates of 1% would have an impact on consolidatéetrést expense of approximately $1.6 million. Infation regarding our 2005 and 2003 Notes, Revo
Credit Agreement, and Interest Rates Swaps is icttan Note 10 to the Consolidated Financial tegets.

Financial instruments expose us to counter-pasggitrisk for nonperformance and to market risk for changes in @seand foreign currency rates. We mai
exposure to counter-party credit risk through dpechinimum credit standards, diversification ofurerparties, and procedures to monitor concentratid
credit risk. We monitor the impact of market rigk the fair value and cash flows of our investmdmtsnvesting primarily in investment grade interbstring
securities, which have shagrm maturities. We attempt to minimize possiblargies in interest and currency exchange rates ¢aigisi that are not material
our consolidated results of operations and castsflo

Our acquisitions of Indal, Dy4, Novatronics, andnBleaw have increased our exposure to foreign ctyrerchange rate fluctuations related primarilyttte
Canadian dollar. We currently have a hedging prograplace to mitigate the foreign currency riskthdugh the majority of our sales, expenses, aist flaws
are transacted in U.S. dollars, we do have somé&ehesk exposure to changes in foreign currenaharge rates, primarily as it relates to the valuthe U.S
dollar versus the Canadian dollar, the British ghuhe euro, and the Swiss franc. Any significdrdrgge in the value of the currencies of those c@msin whict
we do business against the U.S. dollar could haweffact on our business, financial condition, asslilts of operations. We seek to minimize the fiiskn thes:
foreign currency fluctuations principally throughvoicing our customers in the same currency asfdhetional currency of the revenue producing er
However, our efforts to minimize these risks may I successful. If foreign exchange rates wemlectively weaken or strengthen against the ddila10%
net earnings would have been reduced or increassgectively, by approximately $1.4 million as élates exclusively to foreign currency exchange
exposures.
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Item 8. Financial Statements and Supplementary Datz

CONSOLIDATED STATEMENTS OF EARNING!

For the years ended December 31, (In thousandgpéxer share data) 2007 2006 2005
Net sales $ 1,592,12 $ 1,282,15 $ 1,130,92
Cost of sales 1,068,50! 851,07¢ 740,41t
Gross profit 523,62« 431,07¢ 390,51.
Research and development costs (47,929 (38,84) (39,687)
Selling expenses (92,129 (76,54%) (69,687
General and administrative expenses (204,387 (175,06 (143,167
Operating income 179,18 140,62¢ 137,98
Interest expense (27,387 (22,899 (19,989
Other income (expense), net 2,36¢ (112) 29¢
Earnings before income taxes 154,17: 117,62: 118,29t
Provision for income taxes (49,849 (37,059 (43,019

Net earnings $ 104,32¢ $ 80,56¢ $ 75,28(
Net earnings per share:

Basic earnings per share $ 2.3t $ 1.84 $ 1.74

Diluted earnings per share $ 2.32 $ 1.82 $ 1.72

Shares and per share amounts have been adjustbe fapril 21, 2006 2-for-1 stock split as furthdascribed in Note 1 to the consolidated finandetesnents.

See notes to consolidated financial statements.
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CONSOLIDATED BALANCE SHEETS

At December 31, (In thousanc 2007 2006
Assets:
Current asset
Cash and cash equivalents $ 66,52( $ 124,51
Receivables, net 392,91¢ 284,77:
Inventories, net 241,72¢ 161,52¢
Deferred tax assets, net 30,20¢ 32,48¢
Other current assets 26,801 19,34
Total current assets 758,18: 622,64!
Property, plant, and equipment, | 329,65° 296,65:
Prepaid pension cos 73,94 92,26:
Goodwill 570,41¢ 411,10:
Other intangible assets, r 240,84 158,08(
Other asset 12,51« 11,41¢
Total assets $1,985,56! $1,592,15!
Liabilities:
Current liabilities:
Short-term debt $ 92z $ 5,87¢
Accounts payable 137,40: 96,02:
Accrued expenses 103,20° 81,53:
Income taxes payable 13,26( 23,00:¢
Deferred revenue 105,42: 57,30
Other current liabilities 38,40: 28,38¢
Total current liabilities 398,61! 292,12!
Long-term debt 510,98: 359,00(
Deferred tax liabilities, ne 62,41¢ 57,05t
Accrued pension and other postretirement benedits 39,50: 71,00¢
Long-term portion of environmental resen 20,85¢ 21,22(
Other liabilities 38,40¢ 29,67¢




Total liabilities 1,070,77! 830,08:
Contingencies and Commitments (Notes 10, 13, 1 1a0
Stockholder’ Equity:
Common stock, $1 par value, 100,000,000 sharesang at December 31, 20
and 2006; 47,714,719 and 47,533,294 shares issudecamber 31, 2007 and
2006, respectively; outstanding shares were 440893t December 31, 2007
and 44,023,410 at December 31, 2006 47,71t 47,53
Additional paic-in capital 79,55( 69,887
Retained earninc 807,41 716,03(
Accumulated other comprehensive incc 93,321 55,80¢
1,028,00! 889,25¢
Less: Common treasury stock, at cost (3,121,788shat December 3
2007 and 3,509,884 shares at December 31, 2006) (113,220) (127,18))
Total stockholders’ equity 914,78 762,07:
Total liabilities and stockholders’ equity $1,985,56! $1,592,15!
See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOW
For the years ended December 31, (In thousa 2007 2006 2005
Cash flows from operating activitie
Net earning: $ 104,32¢ $ 80,56¢ 75,28(
Adjustments to reconcile net earnings to net castiged by operatin
activities:
Depreciation and amortization 62,69¢ 50,79: 47,85
Net loss (gain) on sales and disposals of realeeatad equipment 38¢ 48€ (2,639
Deferred income taxes (8,149 (11,419 141
Stock based compensation 10,91: 6,621 =
Changes in operating assets and liabilities, nbusinesses acquired:
Increase in receivables (63,99¢) (20,489 (21,559
Increase in inventories (50,290 (11,244 (26,909
(Decrease) increase in progress payments (2,279 (7,029 9,81¢
Increase in accounts payable and accrued expenses 31,07¢ 15,64 22,97¢
Increase (decrease) in deferred revenue 53,06 32,64° (8,049
(Decrease) increase in income taxes payable (6,020 1,207 11,26¢
Decrease (increase) in net pension and postretireassets 5,54( 2,98: (3,819
Increase in other current and long-term assets (2,66¢) (2,667) (912)
Increase in other current and long-term liabilities 4,52( 5,76¢ 1,725
Total adjustments 34,80¢ 63,30 29,89¢
Net cash provided by operating activities 139,13 143,87 105,17
Cash flows from investing activitie
Proceeds from sales and disposals of real estdteqripmen 174 77¢€ 11,26¢
Acquisition of intangible asse (3,722) (1,66%) (5,08¢)
Additions to property, plant, and equipm: (54,43 (40,207) (42,444
Acquisition of new businesses, net of cash acqt (289,349 (39,527 (73,11)
Net cash used for investing activities (347,329 (80,619 (109,37)
Cash flows from financing activitie
Borrowings of deb 751,50( 240,00( 655,00(
Principal payments on de (604,56() (240,05%) (630,32)
Proceeds from exercise of stock opti 9,661 8,61¢€ 8,49
Dividends paic (12,440 (10,539 (8,45¢)
Excess tax benefits from sh-based compensatic 2,59( 1,88t —
Net cash provided by (used for) financing actigtie 146,75: (95) 24,70}
Effect of exchanc-rate changes on ca 3,44¢ 2,33:C (2,529
Net (decrease) increase in cash and cash equis (57,997 65,49¢ 17,98:
Cash and cash equivalents at beginning of 124,51° 59,02 41,03¢
Cash and cash equivalents at end of $ 66,52( $ 124,51 59,02:




Supplemental disclosure of investing activiti

Fair value of assets acquired from current yeaniaéepns 315,84: 42,41 88,57¢
Additional consideration on prior year acquisitions 9,43: 4,54¢ 8,61¢
Liabilities assumed from current year acquisitions (35,70¢) (7,429 (23,867)
Cash acquired (221) a7 (222)

Acquisition of new businesses, net of cash acquired 289,34 39,52: 73,11

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF STOCKHOLDEF EQUITY

Commor
(In thousands) Stock

Class B
Commor
Stock

Additional
Paid in
Capital

Retainec

Earnings

Accumulatec
Other
Comprehensiv

Income (Loss

Comprehensiv Treasury

Income Stock

January 1, 2005 $ 16,646

$

8,765

$ 55,851

$ 601,070

$ 36,797

$  (143,515)

Comprehensive income:
Net earnings =
Foreign currency translation

adjustments, net —

75,280

(16,142)

$ 75,280 =

(16,142) -

Total comprehensive income

$ 59,138

Dividends paid -
Stock options exercised, net -
Stock issued under employee stock

purchase plan, net 82
Recapitalization 8,765
Other -

42

3,863

38

(8,458)

180

December 31, 2005 $ 25,493

$ 59,794

$ 667,892

$ 20,655

$  (135,614)

Comprehensive income:
Net earnings =
Minimum pension liability
adjustment, net —
Foreign currency translation

adjustments, net =

80,569

(1,750)

22,215

$ 80,569 =

(1,750) -

22,215 =

Total comprehensive income

$ 101,034

Adjustment for initial application of

FAS 158, net —
Dividends paid -
Stock options exercised, net -
Stock issued under employee stock

purchase plan, net 147
Two-for-one common stock split

effected in the form of a 100% 21,893

stock dividend
Stock based compensation -
Other -

(1,521)

4,483

6,480
651

(10,538)

(21,893)

14,686

8,021

141
270

December 31, 2006 $ 47,533

$ 69,887

$ 716,030

$ 55,806

$  (127,182)

Comprehensive income:
Net earnings _
Pension and postretirement
adjustments, net _
Foreign currency translation

adjustments, net -

104,328

11,587

25,934

$ 104,328 -

11,587 =

25,934 —

Total comprehensive income

$ 141,849

Adjustment for initial application of

FIN 48, net -
Dividends paid -
Stock options exercised, net —
Stock issued under employee stock

purchase plan, net 182
Stock based compensation -
Other -

(3,086)

5,284
7,816
(351)

(505)
(12,440)

10,515

3,096
351

December 31, 2007 $ 47,715

$ 79,550

$ 807,413

$ 93,327

$  (113,220)

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENT
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Curtiss-Wright Corporation and its subsidiaries (t€orporation”)is a diversified multinational manufacturing andvége company that designs, manufactt
and overhauls precision components and systemspanwdes highly engineered products and servicethéoaerospace, defense, automotive, shipbuil
processing, oil, petrochemical, agricultural equépm railroad, power generation, security, and etking industries. Operations are conducted thtod¢
manufacturing facilities, 61 metal treatment sexvfEcilities, and 2 aerospace component overhalteair locations.

A. Principles of Consolidation

The consolidated financial statements include ttmpants of Curtiss-Wright and its majorityvned subsidiaries. All material intercompany tes®ns an
accounts have been eliminated.

B. Use of Estimates

The financial statements of the Corporation havenbgrepared in conformity with accounting princglgenerally accepted in the United States of Arag
which requires management to make estimates argimendts that affect the reported amount of assktsilities, revenue, and expenses and disclosu
contingent assets and liabilities in the accompagyinancial statements. The most significant efsthestimates includes the estimate of costs tpletenlong-
term contracts under the percentageafpletion accounting methods, the estimate ofuldieles for property, plant, and equipment, cdsiwfestimates ust
for testing the recoverability of assets, pensitan@nd postretirement obligation assumptionsiregés for inventory obsolescence, estimates fowghgatior
and useful lives of intangible assets, warrantgmess, and the estimate of future environmentascéstual results may differ from these estimates.

C. Revenue Recognition

The realization of revenue refers to the timingtsfrecognition in the accounts of the Corporationl is generally considered realized or realizablé earne
when the earnings process is substantially completeall of the following criteria are met: 1) paaisive evidence of an arrangement exists; 2) dglikeas
occurred or services have been rendered; 3) theo@ation’s price to its customer is fixed or detavable; and 4) collectibility is reasonably assured

The Corporation records sales and related profitpr@duction and service type contracts as unigsshipped and title and risk of loss have transteor a
services are rendered, net of estimated returnsabmdances. Sales and estimated profits undeaiceldng-term contracts are recognized under theepgage-
of-completion methods of accounting, whereby profitsr@corded pro rata, based upon current estinohtaisect and indirect costs to complete such amts
In addition, the Corporation also records salesurértain longerm government fixed price contracts upon achiemnof performance milestones as spec
in the related contracts. Losses on contracts rangded for in the period in which the losses beeateterminable. Revisions in profit estimates afkected on
cumulative basis in the period in which the basisduch revision becomes known. The excess of illiegs over cost and estimated earnings on lterg:
contracts is included in deferred revenue.

D. Cash and Cash Equivalents

Cash equivalents consist of money market fundscamgmercial paper that are readily convertible icéigh, all with original maturity dates of three riftno
less.

E. Inventory

Inventories are stated at lower of production ¢psncipally average cost) or market. Productiostsare comprised of direct material and labor aplicable
manufacturing overhead.
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F. Progress Payments

Certain longterm contracts provide for the interim billings @ssts are incurred on the respective contractsuguat to contract provisions, agencies of the
Government and other customers are granted titke secured interest in the unbilled costs incluidednbilled receivables and materials and worlpinees
included in inventory to the extent of progressmants. Accordingly, these progress payments reddieme been reported as a reduction of unbilledivable:
and inventories, as presented in Notes 3 and 4.

G. Property, Plant, and Equipment

Property, plant, and equipment are carried at lesst accumulated depreciation. Major renewals attdtments are capitalized, while maintenance epdir:
that do not improve or extend the life of the assetexpensed in the period they are incurred. &ggtion is computed using the straigjhe method based up
the estimated useful lives of the respective assets

Average useful lives for property, plant, and equémt are as follows:

Buildings and improvemen 5 to 40 year:
Machinery, equipment, and ott 3 to 15 year:

H. Intangible Assets

Intangible assets are generally the result of atipms and consist primarily of purchased techggl@ustomer related intangibles, trademarks andcgemarks
and technology licenses. Definite lived intangibfsets are amortized on a strailyig- basis over their estimated useful lives, whighge from 1 to 20 yea
while indefinite lived intangible assets are notoatized. Indefinite lived intangible assets areieesed for impairment annually based on the discedifititure
cash flows. See Note 7 for further information dneo intangible assets.

I. Impairment of Long-Lived Assets

The Corporation reviews the recoverability of aliditerm assets, including the related useful livessndver events or changes in circumstances indicatéehe
carrying amount of a lonived asset might not be recoverable. If requithe, Corporation compares the estimated undiscouutede net cash flows to t
related asset’carrying value to determine whether there has lheempairment. If an asset is considered impaitesl asset is written down to fair value, wi
is based either on discounted cash flows or apgnlaiglues in the period the impairment becomes kndWere were no such writlewns in 2007, 2006,
2005.

J. Goodwill

Goodwill results from business acquisitions. Thegdoation accounts for business acquisitions bycaling the purchase price to tangible and intdegikset
and liabilities. Assets acquired and liabilities@asied are recorded at their fair values, and toessxof the purchase price over the amounts allddatrecorde
as goodwill. The recoverability of goodwill is seb} to an annual impairment test or whenever antesecurs or circumstances change that would mkedy
than not result in an impairment. The impairmest ie based on the estimated fair value of the tyidg businesses. Goodwill impairment tests perfed as ¢
October 31, 2007 and 2006 and July 31, 2006 an8 2066cluded that no impairment charges were redwseof those dates. See Note 6 for further inféom
on goodwill.

K. Pre Contract Costs

We may, from time to time, incur costs to begirfifiiig the statement of work under a specific aitated contract that we have yet to obtain frooastomer. |
we determine that the recovery of these costs iteaple, we capitalize these costs, excluding #eany-sp costs which are expensed as incurred. Capitafize
contract costs were $14.3 million and $7.7 millairDecember 31, 2007 and 2006, respectively.
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L. Fair Value of Financial Instruments

Statement of Financial Accounting Standards (“SPA$3. 107,Disclosure About Fair Value of Financial Instrumgntequires certain disclosures regarding
fair value of financial instruments. Due to the ghmoaturities of cash and cash equivalents, acsowgteivable, accounts payable, and accrued exgpethsene
book value of these financial instruments is deetoeapproximate fair value.

The estimated fair values of the Corporat#ofiked rate debt instruments at December 31, 2@@ffegated $343.9 million compared to a carryirigevaf $344.|
million. The carrying amount of the variable intereate debt approximates fair value because tieeeist rates are reset periodically to reflectentrmarke
conditions. Fair values for the Corporation’s fixadle debt were estimated by management.

The fair values described above may not be indieaif net realizable value or reflective of futdiag values. Furthermore, the use of different rodtiiogies t
determine the fair value of certain financial instients could result in a different estimate of f@ilue at the reporting date.

M. Research and Development

The Corporation funds research and developmentanugifor commercial products and independent rekeard development and bid and proposal work
to government contracts. Development costs incladgineering and field support for new customer iregouents. Corporatiosponsored research ¢
development costs are expensed as incurred.

Research and development costs associated witbnsessponsored programs are charged to inventory andeamrded in cost of sales when products
delivered or services performed. Funds receiveceustiared development contracts are a reducticdheototal development expenditures under the s
contract and are shown net as research and develdposts.

N. Environmental Cost

The Corporation establishes a reserve for a pateativironmental remediation liability on a site &ije basis when it concludes that a determinasiolega
liability is probable and the amount of the liatyilcan be reasonably estimated based on currenttadrvexisting technologies. Such amounts, if gtiabte,
reflect the Corporatios’ estimate of the amount of that liability. If ordyrange of potential liability can be estimated @o amount within the range is m
probable than another, a reserve will be estaldisitethe low end of that range. At sites involvimgltiple parties, the Corporation accrues environtal
liabilities based upon its expected share of thkility, taking into account the financial viabjliof other jointly liable partners. Such reserwgbich are reviewe
quarterly, are adjusted as assessment and renoedéfforts progress or as additional informatioedrees available. Approximately 75% of the Corpordt
environmental reserves as of December 31, 2007%sept the current value of anticipated remediatiosts and are not discounted primarily due tc
uncertainty of timing of expenditures. The remajne@nvironmental reserves are discounted to retthectime value of money since the amount and tinsincasl
payments for the liability are reliably determinabhll environmental reserves exclude any potemdebvery from insurance carriers or third-partyaleactions.

0. Accounting for Stock-Based Compensation

Prior to January 1, 2006, the Corporation applies intrinsic value method of Accounting PrincipBsard Opinion No. 25Accounting for Stock Issued
Employees, and related interpretations in accounting forclstbased employee awards as allowed under SFAS 188, Accounting for StocBaset
Compensation (“SFAS 123") Accordingly, the Corporation did not recognizenpensation expense for the issuance of quoadified share options with
exercise price equal to the market value of theedgithg common stock on the date of grant or faays granted under the employee stock purchase Akathe
requisite service period for performance sharesrioted stock units, and performance restrictegdeshdid not begin until after January 1, 2006¢compensatio
cost was recorded in prior periods. Effective Japda 2006, the Corporation adopted SFAS No. 12&Riged 2004)Share-Based Payme(iSFAS 123(R))
using the modified prospective transition method #rerefore has not restated prior periods. Unlisr ttansition method, compensation cost associattt
employee stock options recognized in 2006 and 206ides compensation expense related to the rémgaimvested portion of nogualified share optior
granted prior to January 1, 2006. See Note 12uiidhér information on this standard.
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P. Capital Stock

On February 7, 2006, the Board of Directors dedar@-ford stock split in the form of a 100% stock divideitie split, in the form of 1 share of Common s
for each share of Common stock outstanding waskpeyan April 21, 2006. To effectuate the stocktsplie Corporation issued 21.9 million shares ofnGwr
stock, at $1.00 par value from capital surplushvetcorresponding reduction in retained earning$2df.9 million. Accordingly, all references throwgt this
Annual Report on Form 10-K to number of shares, gf@re amounts, stock options data, and marke¢€ the Corporatios’ common stock have be
adjusted to reflect the effect of the stock splitdll periods presented, where applicable.

On May 24, 2005, the Corporation completed a realpation that resulted in the combination of tberporations two classes of common stock into a si
new class by converting all outstanding sharesah@on stock and Class B common stock into a single class of common stock. The recapitalization
accomplished through a merger of a wholly ownedsglidry into the Corporation, in which the outstergdshares of Common stock and Class B common
were exchanged for shares of the single class ofh@an stock. The relative ownership of the Corporas new class of Common stock was the ¢
immediately after the merger as it was immediapeigr.

In addition to the recapitalization, in May 200Baseholders approved a proposal to increase thdewuaf shares of Common stock authorized for issedron
45 million shares to 100 million shares.

The Corporation is authorized to repurchase 900sb@@es under its existing stock repurchase pragPamthases are authorized to be made from tirtintoin
the open market or privately negotiated transastidepending on market and other conditions, whaneanagement believes that the market price o$tibe
does not adequately reflect the true value of thep@ration and, therefore, represents an attradtivestment opportunity. The shares are held at an¢
reissuance is recorded at the weighasdrage cost. Through December 31, 2007, the Catiparhad repurchased 210,930 shares under thiggmmo There we
no stock repurchased during 2007, 2006, and 2005.

Q. Earnings Per Share

The Corporation is required to report both basimiegs per share (“EPS”), based on the weigleerage number of Common shares outstanding, dutea
earnings per share, based on the basic EPS adfost@tipotentially dilutive shares issuable. Tdadculation of EPS is disclosed in Note 11.

R. Income Taxes

The Corporation applies SFAS No. 1@8;counting for Income Taxes (“SFAS No. 109Under the asset and liability method of SFAS N®,ldeferred ta
assets and liabilities are recognized for futurecansequences attributable to differences betwhefinancial statement carrying amounts of exgstissets ar
liabilities and their respective tax bases. Theafbn deferred tax assets and liabilities of anghan tax laws is recognized in the results ofrapens in th
period the new laws are enacted. A valuation allmeas recorded to reduce the carrying amountefafrtbd tax assets unless it is more likely tharntmat suc
assets will be realized.

Effective January 1, 2007, the company adopteghtheisions of FASB Interpretation No. 48, “Accourgifor Uncertainty in Income Taxesan interpretation «
FASB Statement No. 109" (“FIN 48")FIN 48 prescribes a recognition threshold and asoresnent attribute for the financial statement geémon anc
measurement of tax positions taken or expectec timken in a tax return. For those benefits todpegnized, a tax position must be more-likely-thanto be
sustained upon examination by taxing authorities.afresult of the implementation of FIN 48, the @amy recognized $0.5 million increase in the liapifor
unrecognized tax benefits, which was accounteda$oa reduction to January 1, 2007 balance in eda@arnings. At December 31, 2007, the companya
liability for unrecognized tax benefits of $4.5 hiwh (of which $3.3 million, if recognized, woul@v¥orably affect the company’s effective tax rate).

Interest costs related to unrecognized tax benefigsclassified as a component of “Interest expens® in the accompanying consolidated statemen
operations. Penalties are recognized as a comparfei8elling, general and administrative expensedgbn the implementation of FIN 48, the Comp
recognized $0.2 million of interest expense an@ $fillion of penalties. The company recognized $ibion of interest expense and $0.2 million ohpéies
related to unrecognized tax benefits for the yeded December 31, 2007.
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A reconciliation of the beginning and ending amooindnrecognized tax benefits is as follows:

(In thousands 2007
Balance at January $ 3,261
Additions based on tax positions taken duripgier period 80z
Additions based on tax positions taken durirgdhrrent perio 581
Reductions related to settlement of tax ma (20
Reductions related to a lapse of applicableitadf limitations (349)
Foreign currency translatic 217
Balance at December 2 $ 4,50z

In many cases the compasyincertain tax positions are related to tax y#sas remain subject to examination by tax authesitiThe following describes 1
open tax years, by major tax jurisdiction, as o€&aber 31, 2007:

United State- Federa 2004- presen
United State— State 1998- presen
Canade 2004~ presen

The Corporation does not expect any significaningea to the estimated amount of liability assodiatéh its uncertain tax positions through the newélve
months.

S. Foreign Currency Translation

For operations outside the United States of Amdtea prepare financial statements in currenciberahan the U.S. dollar, the Corporation translatesets a
liabilities at period-end exchange rates and incetagement amounts using weightacerage exchange rates for the period. The cumelaffect of translatic
adjustments is presented as a component of acctedubther comprehensive income within stockholdecglity. This balance is affected by foreign cur
exchange rate fluctuations and by the acquisitibforeign entities. Gains and losses from foreigmrency transactions are included in results ofraens
which amounted to $(2.7) million, $(1.0) milliomd$(0.6) million for the years ended December2®D)7, 2006, and 2005, respectively.

T. Derivatives

The Corporation has used interest rate swaps andifd foreign currency contracts to manage its sypoto fluctuations in interest rates on a portibits fixec
rate debt instruments and foreign currency ratets dbreign subsidiaries. The foreign currency tecacts are marked to market with changes in theviaiue
reported in income in the period of change. In Noler 2005, the Corporation unwound the interest mtap agreements. While the interest rate
agreements were in effect, they were accounted<dair value hedges. The interest rate swaps reereded at fair value on the balance sheet witttier non-
current assets with changes in fair value recoodetently in earnings. Additionally, the carryinmaunt of the associated debt was adjusted throagtirgs fo
changes in fair value due to change in interestsrdheffectiveness was to be recognized to thenexhat these two adjustments do not offset. Titerést rat
swap agreements were assumed to be perfectly ieéfaatder the “short cut methodf SFAS 133. The differential to be paid or recdilmsed on changes
interest rates was recorded as an adjustmentd@sitexpense in the statement of earnings. Additinformation on these swap agreements is pregdentNots
10.
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U. Recently Issued Accounting Standards

In September 2006, the FASB issued Statement @Eial Accounting Standards No. 1%air Value Measuremen{8SFAS No. 157”).SFAS No. 157 define
fair value, establishes a framework for measuraigalue in generally accepted accounting priresplnd expands disclosures about fair value memasunts
This statement applies under other accounting pnecements that require or permit fair value measergs, the FASB having previously concluded in &
accounting pronouncements that fair value is theveat measurement attribute. Accordingly, thidesteent does not require any new fair value measemées
However, for some entities, the application of tetement will change current practice. This antiog standard was effective for financial statetaéssued fc
fiscal years beginning after November 15, 2007. ey, in December 2007, the FASB, in a proposed B§feed to delay by one year the effective dafmdf
of SFAS No. 157. The proposed delay would applglkmon-financial assets and nfinancial liabilities, except those recognized @sctbsed at fair value in tl
financial statements on a recurring basis (at leastally). The Corporation does not anticipate tha adoption of this statement will have a matémpact ol
the Corporation’s results of operation or financiahdition.

In September 2006, the FASB issued SFAS No. EsBployers’ Accounting for Defined Benefit and Pensand Other Postretirement Plaifs§SFAS No
158" ). The initial provisions of this Statement were a@olpfor Fiscal Year ended December 31, 2006. Aafuktiy, for fiscal years ending after Decembeir
2008, SFAS 158 will require companies to measueegpthn assets and obligations as of the date adrtioyers fiscal year end, however earlier adoption o
measurement date provisions is encouraged. Theo@aiion does not anticipate the change in theaFiéear end measurement date to have a materialdgp
the Corporation’s results of operation or financiahdition.
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In February 2007, the FASB issued Statement ofrigiiad Accounting Standards No. 158he Fair Value Option for Financial Assets and Fiogl Liabilities-
Including an amendment of FASB Statement No.(“SFAS No. 159”).SFAS No. 159 permits entities to choose to measligéble items at fair value

specified election dates and report unrealizedsgaimd losses on items for which the fair valueasptias been elected in earnings at each subsewemting
date. SFAS No. 159 is effective as of the beginmihgn entitys first fiscal year that begins after November2®)7. The Corporation does not anticipate the
adoption of this statement will have a material attpon the Corporation’s results of operation pafficial condition.

In December 2007, the FASB issued Statement ofn€inhAccounting Standards No. 141(Revised 20B7iness Combinatior(8SFAS No. 141(R)").SFAS
No. 141(R) will change the accounting treatmentdertain specific items, including, but not limiteml acquisition costs will be generally expensednaurred
noncontrolling interests will be valued at fair walat the acquisition date; acquired contingemilltees will be recorded at fair value at the aisition date an
subsequently measured at either the higher of aomabunt or the amount determined under existingagnd for non-acquired contingenciespiocess resear
and development will be recorded at fair value asiralefinitelived intangible asset at the acquisition datefroesuring costs associated with a busil
combination will be generally expensed subsequerié acquisition date; and changes in deferrechsaet valuation allowances and income tax uncéiee
after the acquisition date generally will affectame tax expense. SFAS No. 141(R) also includesrakmew disclosure requirements. SFAS No. 141(R)ies
prospectively to business combinations for which #tquisition date is on or after the beginninghef first annual reporting period beginning on &er
December 15, 2008. The Corporation is still evahgathe impact that the adoption of this statemaitit have on the Corporatios’results of operation
financial condition.

V. Correction of Immaterial Error Related to PriRgriods

In the second quarter of 2007, the Corporationnadsmban adjustment of $2.8 million to increasédss reserve associated with certain lé&gn contracts withi
the Flow Control segment. The Corporation deterahithet certain loss contracts were not fully acdrige in the fourth quarter of 2006. This erroruisd in at
understatement of approximately $2.8 million in tmss reserves, which are classified in other euriabilities, and cost of goods sold at Decenier2007.

The Corporation reviewed the impact of this errarpior periods in accordance with Statement ofaRaial Accounting Standards No. 15¥ccounting fo
Changes and Error CorrectionsStaff Accounting Bulletin (“SAB”")No. 99, Materiality, and SAB No. 108, Considerihg Effects of Prior Year Misstateme
when Quantifying Misstatements in current Year Rgial Statements, and determined that the adjustmwes not material to the Corporatienfinancia
statements for the year ended December 31, 2002G08I
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2. ACQUISITIONS

The Corporation acquired four businesses in 200@gtbusinesses in 2006 and one business in 200&eAdescribed in more detail below. All acqu@is havi
been accounted for as purchases with the excebe glurchase price over the estimated fair valudefhet tangible and intangible assets acquiredrded a
goodwill. The Corporation makes preliminary estiesabf the purchase price allocations, including hkie of identifiable intangibles with a finitefdj anc
records amortization based upon the estimated lulffefof those intangible assets identified. Ther@ration will adjust these estimates based upatyais o
third party appraisals, when deemed appropriai tlze determination of fair value, when finalized, later than twelve months from acquisition.

The following unaudited pro forma financial infortitan shows the results of operations for the yeaded December 31, 2007 and 2006, as though the&t
2006 acquisitions had occurred on January 1, ZD0é.unaudited pro forma presentation reflects adfjests for (i) the amortization of acquired intdrigiasset:
(i) depreciation of fixed assets at their acquifed values, (iii) additional interest expense axguisitionrelated borrowings, (iv) adjustment of excess s
management compensation, and (v) the income taxtedin the pro forma adjustments, using local &iaiurates. The pro forma adjustments related ttam
acquisitions are based on preliminary purchase @ilocations. Differences between the prelimireary final purchase price allocations could havigaificant
impact on the unaudited pro forma financial infotima presented. The unaudited pro forma financifdrmation below is presented for illustrative pasps onl
and is not necessarily indicative of the operatiggults that would have been achieved had the sitiqns been completed as of the date indicatedeabo the
results that may be obtained in the future.

Unaudited (In thousand: 2007 2006

Revenue $ 1,709,52 $ 1,476,88
Net earnings $ 104,59t $ 76,317
Diluted earnings per sha $ 2235 $ 1.72

The results of the acquired business have beendedlin the consolidated financial results of therp@ration from the date of acquisition in the segl
indicated as follows:

FLOW CONTROL

Benshaw, Inc.

On July 31, 2007 the Corporation acquired all 8mieéd and outstanding stock of Benshaw, Inc. (“Ban). The purchase price of the acquisition, subje
customary adjustments as provided for in the Sfaichase Agreement, was for approximately $102lBomiin cash. Under the terms of the Stock Pure
Agreement, the Corporation deposited $7.9 milliotoiescrow as security for potential indemnificatidaims against the seller. Any amount of holdl
remaining after the claims for indemnification haheen settled, will be paid as follows: (i) an ialitrelease of onéalf of the holdback less amounts hel
reserve to cover pending claims for indemnificationl2 months after the closing date and (ii) alfirelease of the remaining balance of the holdbesi
amounts held in reserve to cover pending claimsnfdemnification in 18 months after the closingeddurthermore, the Corporation had deposited ditiadal
$2.5 million into escrow in consideration for thet@ntial receipt of a material sales order withéteadar year 2007. This sales order was not redeased th
amount in escrow was returned to the Corporatioa esduction of purchase price. Management funbedatquisition from the Corporatientevolving cred
facility.
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The purchase price of the acquisition has beennpiredrily allocated to the net tangible and intdgiassets acquired, with the remainder recordegbagwill,
on the basis of estimated fair values as of Dece®be2007, as follows:

(In thousands

Account receivabl $ 16,05«
Inventory 13,29(
Property, plant, and equipme 7,75C
Other current asse 43¢
Intangible asset 36,67¢
Current and nc-current liabilities (11,859
Net tangible and intangible ass 62,35:
Purchase price, including capitalized acquisitiosts 102,61:
Goodwill $ 40,25

The estimated excess of the purchase price ovefatheralue of the net assets acquire is $40.5ionillat December 31, 2007, including foreign curg
translation adjustment gains of $0.2 million. Theriration has estimated that the goodwill allodatethe U.S. entities of $37.1 million will be taeductible
The Corporation will adjust these estimates bagesh dinal analysis of third party appraisals.

Benshaw designs, develops, and manufactures missitical motor control and protection product d@uos for leading OEMs and industrial custom
Benshaw provides turnkey motor and machine cowaindl protection solutions for OEM customers. Benslzaeadquartered in Pittsburgh, Pennsylvania as
nine facilities in the U.S. and two in Canada. Rexas of the acquired business were $82.0 milliothie year ended December 31, 2006.

Valve Systems and Controls

On June 1, 2007, the Corporation acquired cerisgpta and certain liabilities of Valve Systems @odtrols, L.P. (“VSC").The purchase price of the acquisit
subject to customary adjustments as provided fahénAsset Purchase Agreement, was $78.0 milliotash and the assumption of certain liabilities/8/C.
Under the terms of the Asset Purchase Agreememn(Cthrporation deposited $3.8 million into escrowsesurity for potential indemnification claims aggti the
seller. Any amount of holdback remaining after th@ms for the indemnification have been settlezklamounts held in reserve to cover pending cléar
indemnification will be paid in 12 months after thimsing date. Management funded the purchase fr@rCorporatiors available cash and revolving crt
facility.

The purchase price of the acquisition has beennpiredrily allocated to the net tangible and intdlgiassets acquired, with the remainder recordegbagwill,
on the basis of estimated fair values. The estithateess of the purchase price over the fair vafue net assets acquired is $52.1 million at Dy 31
2007. The Corporation has estimated that the gdbudlii be tax deductible. The Corporation will adit these estimates based upon final analysisrof plarty
appraisals.

VSC, is a provider of critical valve, automatiomdacontrols solutions for all facets of flow cortoperations to the oil and gas market. VSC is headered i
Houston, Texas, with satellite offices in Baton BeulLouisiana and Seoul, South Korea. Incremeatednues of the acquired business were approxim$ey
million for the year ended December 31, 2006.

Scientech, LLC

On May 8, 2007, the Corporation acquired certaBetssand certain liabilities of Scientech, LLC {#Stech”).The purchase price of the acquisition, subje
customary adjustments as provided for in the ABsethase Agreement, was $61.9 million in cash hedissumption of certain liabilities of Scientedhder the
terms of the Asset Purchase Agreement, the Coipardeposited $5.8 million into escrow as secufidgtypotential indemnification claims against thilese Any
amount of holdback remaining after the claims fatemnification have been settled will be paid dle¥es: (i) an initial release of onlealf of the holdback le:
amounts held in reserve to cover pending claimdrfdemnification in 12 months after the closingedand (ii) a final release of the remaining balaotéhe
holdback less amounts held in reserve to coveripgradaims for indemnification in 18
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months after the closing date. Management fundegtinchase from the Corporation’s available cashrawolving credit facility.

The purchase price of the acquisition has beennuiredrily allocated to the net tangible and intdilgiassets acquired, with the remainder recordegbagwill,
on the basis of estimated fair values. The estithateess of the purchase price over the fair vafue net assets acquired is $30.7 million at Dédwer 31
2007. The Corporation has estimated that the gdbudilii be tax deductible. The Corporation will adit these estimates based upon final analysisrof plarty
appraisals.

Scientech is a global provider of commercial nuclfeawer instrumentation, electrical componentscighy hardware, process control systems, and @ty
database solutions which are aimed at improvingtgadnd plant performance, efficiency, reliabilignd reducing costs. Scientech is headquarterédaim
Falls, Idaho and has multiple facilities throughthg U.S. Revenues of the acquired business wérg $dillion for the year ended December 31, 2006.

Techswan, Inc.

On September 1, 2006, the Corporation acquirediceassets and liabilities of Techswan, Inc., wHicisiness is now operated as Swantech (Swantehk
purchase price, subject to customary adjustmemtgged for in the Asset Purchase Agreement, wag #alion in cash and the assumption of certaibilifes
to acquire the intellectual property and assetSwéintech. The purchase price was funded from cagditable under the Corporatienfevolving credit facility
The excess of the purchase price over the fairevafuhe net assets acquired is $3.2 million atdbgzer 31, 2007. Revenues of the purchased busireres$l..
million for the year ended December 31, 2005.

Swantech is a designer and manufacturer of higthhaaced health monitoring and prognostics systemdssaftware for critical service machinery. Swahtés
the technology leader in state-of-the-stress wave analysis based prognostics systeithsthe capability to predict critical machinefailure far in advance
conventional vibration and temperature based mongosystems. The core technology is fully devethpend Swantech is building its applicatiobsise an
channels to market in the commercial maritime, powé and gas, and defense and aerospace mafwwemtech has significant and growing penetratic
monitoring luxury cruise liner critical systems. &wech is located in Ft. Lauderdale, Florida.

Enpro Systems, Ltd.

On April 17, 2006, the Corporation acquired certagsets and liabilities of Enpro Systems, Ltd. (@hpwhich has subsequently been merged with T
International. The combined business operates @soEmpro International. The purchase price, subj@atustomary adjustments provided for in the A2
Purchase Agreement, was $17.5 million in cash hadassumption of certain liabilities to acquire dssets of Enpro. The purchase price was funded éredi
available under the Corporatientevolving credit line. The excess of the purchasee over the fair value of the net assets aequis $6.6 million at Decemt
31, 2007. Revenues of the purchased business \88r@ #illion for the year ended December 31, 2005.

Enpro is a designer and manufacturer of highly meefied sliding gate, plug, block, butterfly, dieertand variable orifice flue gas valves. Enproo
manufactures, repairs, and modifies ASME code pressessels, primarily for the petrochemical, riefijn and utility markets. Enpro provides engineg
services, subcontract manufacturing services, shpgirs, and field services to support customgustations. Enpro is headquartered in Channelviexas.
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MOTION CONTROL

IMC Magnetics Corporation

On September 1, 2007, the Corporation acquiredhallissued and outstanding stock of IMC Magneticsp@ration (“IMC”). The purchase price of t
acquisition, subject to customary adjustments agiged for in the Stock Purchase Agreement, waspmroximately $37.5 million in cash. Under thertsro
the Stock Purchase Agreement, the Corporation dtepd®3.75 million into escrow as security for putel indemnification claims against the seller.yfamoun
of holdback remaining after the claims for inderwaifion have been settled, will be paid as follo@san initial release of $0.5 million less amosifiteld ir
reserve to cover pending claims for indemnificationl2 months after the closing date and (ii) alfirelease of the remaining balance of the holdbesi
amounts held in reserve to cover pending claimsifidemnification in 24 months after the closing edaManagement funded the acquisition from
Corporation’s revolving credit facility.

The purchase price of the acquisition has beennpredrily allocated to the net tangible and intdolgiassets acquired, with the remainder recordegbadwill,
on the basis of estimated fair values. The estithateess of the purchase price over the fair vafute net assets acquired is $17.1 million at Dy 31
2007. The goodwill is not deductible for tax puress

IMC produces solenoids, fans, motors, and speeidlroducts for numerous aerospace, commercialjrehgstrial applications. IMG' products are used
leading original equipment manufacturers (OEMsa ivariety of applications such as fuel control sy, engine bleed, landing gear, wheel brake sgstam
aircraft hydraulic directional controls. IMC is liepuartered in Tempe, Arizona and has a productaility in Nogales, Mexico. Revenues of the acal
business were $14.4 million for the year ended Bxer 31, 2006.

Indal Technologies, Inc.

On March 1, 2005, the Corporation acquired thetanting stock of the parent corporation of IndatfAmologies, Inc. (“Indal”)The purchase price was 8
million Canadian dollars ($64.7 million) in cashdawas funded from credit available under the Caapon’s revolving credit facilities. The excess of
purchase price over the fair value of the net assequired is $30.4 million at December 31, 200@luiding foreign currency translation adjustmeringaf $6.:
million.

Indal provides shipboard helicopter handling systdor naval applications with a global installedséan over 200 ships, including more than 100 sy
deployed in the U.S. Navy. Indalhighly engineered, proprietary products enabledters to land aboard naval vessels in roughceeslitions. Indal als
designs and manufactures specialized telescopiganarthat provide protection for helicopters aboships and cable handling systems for naval ¢
applications. Indal is headquartered in Mississa@gdario, Canada. Revenues of the acquired busimere 49.4million Canadian dollars ($38.2 million) for t
year ended December 31, 2004.

METAL TREATMENT
Allegheny

On May 9, 2006, the Corporation purchased the sisset certain liabilities of two units of Diversifl Coatings, Inc. (“Allegheny”)The purchase price was $1
million in cash and the assumption of certain litibs. The purchase price was funded from creditilable under the Corporatiantevolving credit facilitie:
The excess of the purchase price over the fairevaftihe net assets acquired is $4.9 million atebemer 31, 2007.

Allegheny’s services include the spray application of a war@ high performance coatings to automotive métaking components. There are nume
specialty high performance coatings available an rttarket, which are specified on a partgayt basis by the automotive OEMs. These high pexdoce
coatings are typically licensed by the coating makenanufacturer to qualified applicators on agraphic basis. Allegheny is located in Fremontjdnd an
Ingersoll, Canada. Revenues of the acquired bus#sesere $12.7 million for the year ended DecerBeP005.
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3. RECEIVABLES

Receivables include current notes, amounts bikkedustomers, claims, other receivables, and urbié¥enue on longerm contracts, consisting of amot
recognized as sales but not billed. Substantidlligraounts of unbilled receivables are expectebedilled and collected in the subsequent year.

Credit risk is generally diversified due to thegarnumber of entities comprising the Corporaoosustomer base and their geographic dispersion
Corporation is either a prime contractor or sub@mtor of various agencies of the U.S. Governmietienues derived directly and indirectly from goween
sources (primarily the U.S. Government) were 38%8p4and 48% of consolidated revenues in 2007, 2806,2005, respectively. As of December 31, 20@
2006, accounts receivable due directly or indigeétbm these government sources represented 34%43%d of net receivables, respectively. Sales tc
customer through which the Corporation is a subeatdr to the U.S. Government were 7% of consadiaevenues in 2007, 9% in 2006, and 10% in 20@
single customer accounted for more than 10% o€imoration’s net receivables as of December 327 2td 2006.

The Corporation performs ongoing credit evaluatiohiés customers and establishes appropriate atioes for doubtful accounts based upon factorssnding
the credit risk of specific customers, historicahids, and other information. The composition ckreables is as follows:

(In thousandsDecember 31 2007 2006

Billed receivables

Trade and other receivabl $ 288,66. $ 199,71
Less: Allowance for doubtful accounts (5,34) (5,389

Net billed receivable 283,31« 194,32!

Unbilled receivables

Recoverable costs and estimated earnings not | 123,69! 111,11

Less: Progress payments applied (14,09) (20,669
Net unbilled receivable 109,60 90,44¢
Receivables, ne $ 392,91¢ $ 284,77:

The net receivable balance at December 31, 206Mided $64.7 million related to the Corporationd92 acquisitions.
4. INVENTORIES

Inventoried costs contain amounts relating to Iterga contracts and programs with long productiodes, a portion of which will not be realized withbne
year. Inventories are valued at the lower of cpsh¢ipally average cost) or market. The compositbinventories is as follows:

(In thousandsDecember 31 2007 2006
Raw materia $ 97,58( $ 67,66"
Work-in-process 58,70( 43,28(
Finshed goods and component p. 70,637 58,48

Inventoried costs related to U.S. Government ahdrdbn¢-term
contract: 62,21¢ 30,36:
Gross inventorie 289,13t 199,79:
Less: Inventory reserves (30,999 (26,157)
Progress payments applied, principally related to

long-term contracts (16,409 (12,117
Inventories, ne $ 241,72 $ 161,52
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The net inventory balance at December 31, 200Tided $32.3 million related to the Corporation’s 2@@quisitions.

5. PROPERTY, PLANT, AND EQUIPMENT

The composition of property, plant, and equipmergs follows:

(In thousandsDecember 31 2007 2006

Land $ 21,45¢ $ 19,08¢
Buildings and improvemen 132,64 125,43:
Machinery, equipment, and ott 473,58:¢ 403,12}
Property, plant, and equipment, at ¢ 627,68! 547,64.
Less: Accumulated depreciati (298,02) (250,99)
Property, plant, and equipment, | $ 329,65 $  296,65.

Depreciation expense for the years ended Decenthé@0B®7, 2006, and 2005 was $43.5 million, $38.lonj and $36.0 million, respectively. The net peoty
plant, and equipment balance at December 31, 200ldided $14.4 million related to the CorporatioBG07 acquisitions.

6. GOODWILL
Goodwill consists primarily of the excess purchpsee of acquisitions over the fair value of thé agsets acquired.

The changes in the carrying amount of goodwill#007 and 2006 are as follows:

Flow Motion Metal

(In thousands Control Control Treatmen Consolidate
December 31, 200 $ 117,16¢ $ 250,89t $ 20,09t $ 388,15¢
Gooduwill from 2006 acquisition 8,91( - 4,59¢ 13,50¢
Change in estimate to fair value of net as

acquired in prior years 411 (1,459 (1,289) (2,33)
Additional consideration of prior ye¢

acquisitions 2,722 1,62¢ 13 4,36¢
Foreign currency translation adjustm 85C 6,084 46€ 7,402
December 31, 200 $ 130,06: $  257,15¢ $ 23,88 $ 411,10:
Goodwill from 2007 acquisition 123,08¢ 17,14¢ - 140,23(
Change in estimate to fair value of net as

acquired in prior years 87t (1,309 304 (129
Additional consideration of prior ye?

acquisitions 8,46( 90z 10 9,37:
Foreign currency translation adjustm 1,96¢ 7,667 207 9,83¢
December 31, 200 $ 264,44 $ 281,56 $ 24,40 $ 570,41

During 2007, the Corporation finalized the allooatbf the purchase price for all businesses acgjyr®r to 2007. Approximately $120 million and $d6llion
of the goodwill on acquisitions made during 200@ 2006, respectively, is deductible for tax purgose
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In accordance with SFAS No. 142, the Corporatiomgleted its annual goodwill impairment testing &Oatober 31, 2007 and 2006 and July 31, 200¢€
2005. During the quarter ended December 31, 20@6Corporation changed the date of its annual gdbuimpairment testing to October 31 in order tatbe
align with the Corporation’s normal business precis updating the Corporatia'strategic plan and forecasts. The Corporatioreves that the resulti
change in accounting principle related to the ahtesting date will not delay, accelerate, or avaidimpairment charge. Goodwill impairment testqgrened a
of October 31, 2007 and 2006 and July 31, 2006280%, concluded that no impairment charges werneimed) as of those dates. The Corporation deterntime
the change in accounting principle related to thieual testing date is preferable under the circantsts and does not result in adjustments to thpoation’s
financial statements when applied retrospectively.

7. OTHER INTANGIBLE ASSETS, NET

Intangible assets are generally the result of afiis and consist primarily of purchased techggla@ustomer related intangibles, and trademarksnbible
assets are amortized over useful lives that raegeden 1 and 20 years.

The following table summarizes the intangible assetquired (including their weightedkerage useful lives) by the Corporation during2@@dd 2006. N
indefinite lived intangible assets were purchase?l007 or 2006.

(In thousands, except years da 2007 2006
Amoun Years Amoun Years
Technology $ 24,87¢ 12.8 $ 2,14( 12.4
Customer related intangibl 51,41: 11.9 5,87¢ 8.8
Other intangible asse 22,23¢ 15.2 - -
Total $ 98,52¢ 12.9 $ 8,01f 9.7

The following tables present the cumulative comipasiof the Corporation’s acquired intangible asset of December 31:

(In thousands Accumulate:

2007 Gross Amortizatior Net
Technology $ 121,02¢ $ (26,467) $ 94,56¢
Customer related intangibl 140,06 (25,35 114,70°
Other intangible asse 34,99 (3,429 31,56"
Total $ 296,08 $ (55,249 $ 240,84.
(In thousands Accumulate!

2006 Gross Amortizatior Net
Technology $ 94,61 $ (19,407 $ 75,20¢
Customer related intangibl 86,20¢ (14,400 71,80t
Other intangible asse 12,41¢ (1,349 11,06"
Total $ 193,23 $ (35,159 $ 158,08

The following table presents the changes in theébaktnce of other intangible assets during 2007:

Customel Other
Relatec Intangible

(In thousands Technolog' Intangible: Assets Total
December 31, 200 $ 75,20¢ $ 71,80¢ $ 11,067 $ 158,08(
Acquired during 200° 24,87¢ 51,41: 22,23¢ 98,52¢
Change in estimate of fair value relatec

purchase price allocatic (210) (449) - (659)
Amortization expens (7,28¢) (20,039 (1,830 (19,15Y
Net foreign currency translation adjustm 1,97 1,97¢ 92 4,047
Total $ 94,56¢ $ 11470° $ 31,567 $ 240,84
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Included in other intangible assets at Decembe28Q7 and 2006, are $9.9 million of intangible &ss®t subject to amortization. In accordance \BEAS No
142, the Corporation completed its annual testgfairment of indefinite lived intangible assetsidgrthe fourth quarter of each year and conclutiedet was n
impairment of value.

Amortization expense for the years ended DecemibefB07, 2006, and 2005 was $19.2 million, $11.Biani and $8.3 million, respectively. The estind
future amortization expense of purchased intangibfets is as follows:

(In thousands

2008 $ 25,14
2009 20,90¢
2010 17,967
2011 17,39¢
2012 16,58

8. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

Accrued expenses consist of the following:

(In thousandsDecember 31 2007 2006

Accrued compensatic $ 61,99¢ $ 50,94:
Accrued commission 9,961 5,852
Accrued insuranc 5,38: 4,11¢
Accrued interes 5,32¢ 3,687
Accrued taxes other than income ta 5,17¢ 3,98¢
Other 15,36« 12,947
Total accrued expens $ 103,20 $ 81,53

Other current liabilities consist of the followir

(In thousandsDecember 31 2007 2006

Warranty reserve $ 10,77¢ $ 9,957
Reserves on loss contra 8,791 28¢
Litigation reserve: 8,02 6,512
Current portion of pension liabilities and othengien liabilities 2,35¢ 2,28:
Current portion of environmental resen 2,09¢ 2,441
Additional amounts due to sellers on acquisiti 1,97 4,67¢
Other 4,38¢ 2,22¢
Total other current liabilitie $ 38,40 $ 28,38¢

The accrued expenses and other current liabiltieBecember 31, 2007 included $9.6 million and $iilfion, respectively, related to the Corporati®Z00°
acquisitions.

The Corporation provides its customers with waiemnbn certain commercial and governmental proditsmated warranty costs are charged to expense
period the related revenue is recognized based@rnerms of the product warranty, the related edtioh costs, and quantitative historical claims erpee
These estimates are adjusted in the period in wdgtiial results are finalized or additional infotioa is obtained. The following table presents¢hanges in th
Corporation’s warranty reserves:

(In thousands 2007 2006

Warranty reserves at January $ 9,957 $ 9,85(
Provision for current year sal 3,992 3,20¢
Current year claim (3,03¢) (2,045
Change in estimates to |-existing warrantie (1,51¢) (1,497
Increase due to acquisitio 1,027 27
Foreign currency translation adjustm 352 414
Warranty reserves at December $ 10,77 $ 9,95
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9. INCOME TAXES

Earnings before income taxes for the years endegibeer 31 consist of:

(In thousands

2007 2006 2005
Domestic 89,42: $ 74,27¢ $ 77,44(
Foreign 64,74¢ 43,347 40,85¢
Total 154,17 $ 117,62 $ 118,29
The provision for income taxes for the years eridedember 31 consist of:
(In thousands 2007 2006 2005
Current:
Federal $ 35,17; $ 29,64( $ 25,36:
State 3,60z 4,72¢ 6,02¢
Foreign 19,20¢ 14,10¢ 12,79:
57,987 48,47 44,18
Deferred:
Federal (4,109 (5,397) (674)
State 337 (930) 472
Foreign (4,372) (5,099 (961)
(8,142 (11,419 (1,169
Provision for income taxe $ 49,84 $ 37,05 $ 43,001

The effective tax rate varies from the U.S. fedstatutory tax rate for the years ended Decembgepr@icipally:

200" 200¢ 200¢
U.S. federal statutory tax re 35.(% 35.(% 35.(%
Add (deduct)
State and local taxes, net of federal ber 1.8 2.C 3.4
Enacted future rate chanc (2.7 (1.9 -
R&D tax credits 1.9 (3.0 (0.9
Foreign rate differentic 0.2 0.8 1.2
All other, net (0.7 0.3 (0.9
Effective tax rate 32.% 31.5% 36.4%

Our 2007 effective tax rate included tax benefitsp4.1 million, including $3.2 million related thé tax law changes in Canada, the United Kingdam
Germany, research and development credits fronoir operations of $0.9 million. Our 2006 effectitex rate included tax benefits of $5.1 million limting
$2.0 million relating to research and developmeedits from our Canadian operations, the impaca @anadian tax law change enacted during the s

quarter of 2006, which resulted in a $1.6 milli@vdrable adjustment, and the release of a taxuesasociated with the sale of a former facilitycfwing the
expiration of the statute of limitations, which uéied in a $1.5 million favorable adjustment, netax.
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The components of the Corporation’s deferred taet@sand liabilities at December 31 are as follows:

(In thousands 2007 2006
Deferred tax asset
Environmental reserves $ 9,627 $ 9,71¢
Inventories 9,987 8,261
Postretirement/postemployment benefits 16,38: 16,48t
Incentive compensation 5,19¢ 10,79(
Accrued vacation pay 4,37( 4,92¢
Warranty reserve 2,35¢ 2,27¢
Legal Reserves 2,797 16t
Share Based Payments 3,03¢ 1,13¢
Other 9,68: 8,33¢
Total deferred tax asse 63,43: 62,10(
Deferred tax liabilities
Retirement plans 19,36¢ 15,15
Depreciation 18,45¢ 19,35(
Goodwill amortization 20,19« 15,19«
Other intangible amortization 31,67¢ 32,20:
Cumulative translation adjustment 4,087 2,38t
Other 2,022 2,38¢
Total deferred tax liabilitie 95,80: 86,67(
Net deferred tax liabilitie $  (32,37) $  (24,57)

Deferred tax assets and liabilities are reflectedhe Corporation’s consolidated balance sheeeaeber 31 as follows:

(In thousands 2007 2006

Net current deferred tax ass $  29,51¢ $ 32,48t
Net noncurrent deferred tax liabiliti (61,890 (57,055
Net deferred tax liabilitie $  (32,37) $  (24,57)

As of December 31, 2007, the Corporation had siate foreign net operating loss carryforwards of5$fillion, after tax. The state net operating
carryforwards expire through the year 2023. Theifpr net operating loss carryforwards for Canagarexhrough the year 2027 and the UK carryforwdralge
no expiration date.

Income tax payments of $62.1 million were madelA?2 $45.4 million in 2006, and $32.3 million in®D

No provision has been made for U.S. federal oriforéaxes on that portion of certain foreign sulasids’ undistributed earnings considered to be permar
reinvested, which at December 31, 2007 was $86lkomilt is not practicable to estimate the amoonttax that would be payable if these amounts
repatriated to the U.S.; however, it is expecteddtwould be minimal or no additional tax becausth® availability of foreign tax credits.

On October 22, 2004 the American Jobs CreationoA2004 (the “Act”) was signed into law. The Actindes a onéime opportunity for a deduction of 85%
certain foreign dividends that are repatriateddefned in the Act. Pursuant to this provision loé tAct, the Corporation repatriated $9.3 milliontlie fourtt
quarter of 2005 with a tax cost of $0.3 million.iFtlax cost was net of foreign tax credits whichrevaot previously provided. The Corporation shooé
considered to have satisfied the Section 8.03 “Bafbor” contained in Notice 2008 since 100% of the required investments purstaihe Section 9¢
dividend reinvestment plan have been made by tHetthe 2005 tax year.
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10. DEBT

Debt consists of the following:

(In thousands) December 2007 2006

Industrial Revenue Bonds, due from 2008 througls: $ 9,12( $ 14,18(
Revolving Credit Agreement, due 20 152,00( —
5.13% Senior Notes due 20 74,84 74,78¢
5.74% Senior Notes due 20 125,08( 125,09:
5.51% Senior Notes due 20 150,00( 150,00
Other deb 861 814
Total debt 511,90: 364,87:
Less: Sho-term debf 92z 5,87¢
Total Lon¢-term debi $ 510,98 $ 359,00

The weighted-average interest rate of the Corpmmatilndustrial Revenue Bonds was 3.58% and 3.45%0D7 and 2006, respectively. The weighawdrag
interest rate of the Corporation’s Revolving Creéglireement was 6.13% and 6.22% in 2007 and 2086entively.

The carrying amount of the Industrial Revenue Boapgroximates fair value as the interest rateshmvariable debt are reset periodically to refleerke
conditions and rates. Fair values for the Corporédi fixed rate debt totaled $343.9 million and $35@ilion at December 31, 2007 and 2006, respegti
These fair values were estimated by managementfaiihealues described above may not be indicativeet realizable value or reflective of futurerfaalues
Furthermore, the use of different methodologieddtermine the fair value of certain financial instients could result in a different estimate of failue at th
reporting date.

Aggregate maturities of debt are as folldis

(In thousands

2008 $ 922
2009 64
2010 75,06¢
2011 68
2012 152,07(
Thereaftel 283,79(
Total $ 511,98

(@) Amounts exclude a $0.1 million adjustment to the fair value of long-term debt relating to the Corporation’s interest rate swap agreements that were settled in cash during 2005.
Interest payments of $25.3 million, $21.3 milliemd $18.3 million were made in 2007, 2006, and 268&pectively.

On August 10, 2007, the Corporation and certaiitsofubsidiaries amended and refinanced its exgistnedit facility and entered into a Second Amendac
Restated Credit Agreement (“Credit AgreemenThe proceeds available under the Credit Agreementt@ be used for working capital, internal gro
initiatives, funding of future acquisitions, andngeal corporate purposes. The Corporasoavailable credit under the credit facility incsed from $400.
million to $425.0 million from a syndicate of banked by Bank of America, N.A. and JP Morgan ChBsak, N.A. as the cafrangement banks. The Cr¢
Agreement also contains an accordion feature whaih expand the overall credit line to a maximumregate amount of $600.0 million. The consort
membership has remained relatively the same. TkdiCAgreement extends the maturity from July ZB)2to August 10, 2012, at which time all amouhts
outstanding under the Credit Agreement will be dod payable. In addition, the Credit Agreement jotes for improved pricing and more favorable cove
terms, reduced facility fees, and increased aviithalof the facility for letters of credit. Borroings under the Credit Agreement bear interest fldading rate
based on market conditions. In addition, our irgemate and level of facility fees are dependentcertain financial ratio levels, as defined in Geedit
Agreement. We are subject to annual facility feeshee commitments under the Credit Agreement. imegation with the Credit Agreement, we paid custy
transaction fees that have been deferred and arg dmortized over the term of the Credit
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Agreement. We are required under the Credit Agregrtieemaintain certain financial ratios and meetaia financial tests, the most restrictive of whis a dek
to capitalization limit of 60% and a cross defaartbvision with our other senior indebtedness. ThedE Agreement does not contain any subjectivelacatior
clauses. As of December 31, 2007, we were in canpé with all covenants and had the flexibilityissue additional debt of approximately $820.0 il
without exceeding the covenant limit defined in @edit Agreement. We would consider other finagcaiternatives to maintain capital structure bataanc
ensure compliance with all debt covenants. We H&2$ million in borrowings outstanding (excluditedters of credit) under the Credit Agreement at&mebe
31, 2007. We did not have any cash borrowings antihg as of December 31, 2006. The unused creditahle under the Credit Agreement at Decembe
2007 and 2006 was $224.4 million and $362.2 milli@spectively.

On December 1, 2005, the Corporation issued $15dlidn of 5.51% Senior Notes (the “2005 NotesThe 2005 Notes mature on December 1, 2017. Thes
are senior unsecured obligations and are equaglim of payment to the Corporatianéxisting senior indebtedness. The Corporatioits atption, can prepay
any time all or any part of the 2005 Notes, subjea makewhole amount in accordance with the terms of theeNRurchase Agreement. In connection witt
Notes, the Corporation paid customary fees tha¢ lieaen deferred and will be amortized over the desfrthe Notes. The Corporation is required underNote
Purchase Agreement to maintain certain financi@sathe most restrictive of which is a debt tpitaization limit of 60% and a cross default pmien with the
Corporation’s other senior indebtedness. As of bamr 31, 2007, the Corporation was in compliandh ail covenants.

In November 2005, the Corporation unwound its eséerate swap agreements with notional amount2@mdillion and $60 million, which were originallyupin
place to convert a portion of the fixed interesttioa $75 million 5.13% Senior Notes and $125 mill@74% Senior Notes, respectively, to variablegdtase
on specified spreads over sienth LIBOR. The unwinding of these swap agreemesgslted in a net loss of $0.2 million, which he&en deferred and is be
amortized over the remaining term of the underlydett.

On September 25, 2003, the Corporation issued §2®dlion of Senior Notes (the “2003 Notesfhe 2003 Notes consist of $75.0 million of 5.13%niBE
Notes that mature on September 25, 2010 and $12#lion of 5.74% Senior Notes that mature on Sefiten25, 2013. The 2003 Notes are senior unse
obligations and are equal in right of payment ® @orporatiors existing senior indebtedness. The Corporatioits aiption, can prepay at any time all or
part of the 2003 Notes, subject to a maltesle amount in accordance with the Note Purchageément. The Corporation paid customary feesttaae bee
deferred and will be amortized over the terms ef 2003 Notes. The Corporation is required undemMbte Purchase Agreement to maintain certain firzd
ratios, the most restrictive of which is a debtéapitalization limit of 60% and a cross default\pston with the Corporatios’ other senior indebtedness. A:
December 31, 2007, the Corporation was in compdiamith all covenants.

At December 31, 2007, substantially all of the istdial revenue bond issues are collateralized by estate, machinery, and equipment. Certain cfethiesue
are supported by letters of credit, which total5$&illion. The Corporation had various other lestef credit totaling $40.0 million. Substantially ketters o
credit are included under the Revolving Credit Agnent.

11. EARNINGS PER SHARE

The Corporation is required to report both basimieas per share (“EPS”), based on the weiglaeeage number of Common shares outstanding, dunea
earnings per share, based on the basic EPS adfostaitipotentially dilutive shares issuable. Shand per share amounts presented below have Opssteal fo
the April 21, 2006 stock split. See Note 1-P fatHer information regarding the stock split.

At December 31, 2007 and 2006, the Corporationgtack options outstanding of 357,984 shares andr280shares, respectively, which were not incluid
the computation of diluted EPS because to do sddiwave been antidilutive. There were no antidieitoptions outstanding at December 31, 2005. Egsnie
share calculations for the years ended Decembe2(8T,, 2006, and 2005, are as follows:
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(In thousands, except per share de Net Incomt Shares Outstandil Per Shart
2007:
Basic earnings per she $ 104,32 44,31: $ 2.3
Effect of dilutive securities

Employee sha-based compensation awal 602

Deferred director stock compensai 64
Diluted earnings per sha $ 104,32¢ 44 ,97¢ $ 2.32
2006:
Basic earnings per shé $ 80,56¢ 43,82¢ $ 1.84
Effect of dilutive securities

Employee sha-based compensation awal 44t

Deferred director stock compensai 63
Diluted earnings per sha $ 80,56¢ 44,33 $ 1.82
2005:
Basic earnings per she $ 75,28( 43,27( $ 1.74
Effect of dilutive securities

Employee sha-based compensation awal 50C

Deferred director stock compensat 58




Diluted earnings per sha $ 75,28( 43,82¢ $ 1.7z

12. STOCK COMPENSATION PLANS

The Corporation maintains three share-based corapensplans under which it utilizes six differerarins of employee and non-employee sHzase:
compensation awards, as explained in further de&dw, which include noqualified share options, employee stock purchaae pptions, performance sha
performance restricted shares, restricted stool,rastricted stock units. Certain awards provideaitcelerated vesting if there is a change in obnBrior tc
January 1, 2006, the Corporation applied the isitimalue method of Accounting Principles Board ridgm No. 25, “Accounting for Stock Issued to Empeg,”
and related interpretations in accounting for stbaked employee awards. Accordingly, the Corporatidmot recognize compensation expense for therss
of non-qualified share options with an exercise price étughe market value of the underlying common kton the date of grant or for options granted u
the employee stock purchase plan. Effective Jantar2006, the Corporation adopted SFAS 123(R) usiiegmodified prospective transition method
therefore has not restated prior periods. Undey tifsinsition method, compensation cost associattddemployee stock options recognized in 2007 aDidE
includes compensation expense related to the rémgaimvested portion of nogualified share options granted prior to JanuargQD6. The compensation c
charged against income for employee share-basegeasation programs during 2007 and 2006 is aswstlo

(In thousands 2007 2006

Non-qualified share option $ 6,25 $ 3,55
Employee stock purchase optic 1,55% 1,38
Performance shart 1,63( 1,011
Performance restricted sha 26C 26C
Restricted stock unit 822 56
Other shar-based paymen 384 34¢
Total shar-based compensation expense before income 10,91 6,621
Income tax benef 3,741 1,98¢
Net income impac $ 7,171 $ 4,632
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Other share-based payments include unrestricta@ stveards to employees and restricted stock awardenemployee directors, who are treated as emplc
as prescribed by SFAS 123(R). The compensationregsgnized follows the cost of the employee, whiclprimarily reflected as general and administe
expenses in the consolidated statements of earifigsost was capitalized during 2007 and 2006.

Pro forma information regarding net earnings arrdiags per share is required by SFAS 123(R) andbkas determined as if the Corporation had accduiot
its employee non-qualified share options and engsostock purchase plan option grants under thevédire method in prior periods. The Corporat®ptc
forma information for the year ended December 8D52s as follows:

(In thousands, except per share de 2005

Net earnings: As reporte $ 75,28(

Add: Total share-based employee compensation mesuf related tax

effects, included in net income as reported -
Deduct: Total stock-based employee compensatioaresgpdetermined

under fair value based method for all awards, hetlated tax

effects (2,56%)
Pro forma $ 72,71t
Net earnings per share:
As reported:

Basic $ 1.74

Diluted $ 1.7z
Pro forma:

Basic $ 1.6¢

Diluted $ 1.6€

1995 Long-Term Incentive Plan and 2005 Long-Terceftive Plan

Awards under the 1995 Long-Term Incentive Pre “1995 LTI Plan”) consisted of three components —performance uratshj¢c nongualified stock option
and nonemployee director grants. Under the 1995 LTI Plapraved by stockholders in 1995 and as amende@08 2and 2003, an aggregate total of 4,00C
shares of Common stock were approved for issudssaances of Common stock to satisfy employee optkercises will be made from the Corporaton’
treasury stock. The Corporation does not expeparchase any shares in 2008 to replenish treasock for issuances made to satisfy stock optieamases.

Effective May 19, 2005, stockholders approved tB@32Long-Term Incentive Plathe “2005 LTI Plan”) (collectively with the 1995TL Plan, the ‘LTI
Plans”) , which superseded the 1995 LTI Plan. The sharesnbed registered and not yet issued under the L99%lan were deregistered and then regist
under the 2005 LTI Plan. There are no new awardsghgranted under the 1995 LTI Plan and no remgimiltowable shares for future awards under the
LTI Plan. As of December 31, 2007 there were oti@presenting a total of 0.9 million shares outditag under the 1995 plan.

Awards under the 2005 LTI Plan consist of six comgrids — performance units (cash), mpralified stock options, performance shares, peréorce restricte
shares, restricted stock, and restricted stoclsutitder the 2005 LTI Plan, an aggregate total@d® 000 shares of Common stock were registersdatees (
Common stock to satisfy employee option exercisés@ made from the Corporationtreasury stock. The Corporation does not expegurchase any sha
in 2008 to replenish treasury stock for issuanceslemo satisfy stock option exercises. No more 2@®000 shares of Common stock or 100,000 shd
restricted stock may be awarded in any year tocareyparticipant in the 2005 LTI Plan.
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Under the LTI Plans, the Corporation awarded tpéaformance units of 11.4 million, 8.5 million, aBd million in 2007, 2006, and 2005, respectivétycertait
key employees. The performance units are denonuinatelollars and are contingent upon the Corponatsatisfaction of performance objectives keye
achieving profitable growth over a period of thfeseal years commencing with the fiscal year foliogysuch awards. The anticipated cost of such asva
expensed over the thrgear performance period, which amounted to $7.8anil$7.7 million, and $5.3 million in 2007, 200#&nd 2005, respectively. The ac
cost of the performance units may vary from thaltealue of the awards depending upon the degredich the key performance objectives are met.

Under the LTI Plans, the Corporation grants gomdified stock options to key employees in therfloguarter of each year. Stock options granteceuttte LT
Plans expire ten years after the date of the gradtare generally exercisable as follows: up totbird of the grant after one year, up to ttiirds of the grat
after two years, and in full three years from théedf grant.

Under the 2005 LTI Plan, the Corporation grantedgsmance shares, performance restricted sharsisicted stock, and restricted stock units to ¢ertd the
Corporation’s officers and certain key executiweBich are denominated in shares based on the faketvalue of the CorporaticmCommon stock on the d
of grant. The performance shares were grantedfiwecs of the Corporation in the fourth quarte2607, 2006, and 2005 and are contingent upon tisfeszior
of performance objectives keyed to achieving pabfi¢ growth over a period of three fiscal years m@mcing with the fiscal year following such awafdhe
performance restricted shares were granted toicekiy employees in the first quarter of 2006 aneravcontingent upon the satisfaction of perform
objectives keyed to achieving certain operatingine statistics in 2006. For those who satisfied thigectives, the performance restricted sharegvssued bl
restricted for an additional two years. The Corfioragranted restricted stock units to two officersSeptember 2007 and 2006, which, under the terfmtise
agreements, will vest in 2016, and restricted stocéfficers and certain key executives in Novem2@d7 and 2006, which, under the terms of the ageats
will completely vest in 2010 and 2009, respectively

In May 2003, the Corporation’s Board of Directorsdastockholders approved an amendment to the 1995Plan to authorize noamployee directors
participate in the plan. The amendment provided eéagh non-employee director could receive thevademt of $15,000 of the Corporatien"Common stock p
year. The Board of Directors approved and issuedksgrants of 554 shares of the Corporation’s Comrstock in 2005 to each of the eight remployer
directors. The stock grants were valued at $15H3@d on the market price of the Corporasd@dmmon stock on the grant date and were expexigd tim
of issuance.

As of December 31, 2006, there are 3.3 million ri@ing allowable shares for issuance under the 200%lan.
Nor-Qualified Share Options

The fair value of the non-qualified share optioresvestimated at the date of grant using a B&aikeles option pricing model with the assumptiooted in the
following table. Expected volatilities are basedhistorical volatility of the Corporatior’stock and other factors. The Corporation usdsrital data to estima
the expected term of options granted. The fisk-rate for periods within the contractual lifettee option is based on the U.S. Treasury yieldein effect at th
time of grant.

2007 2006 2005
Risk-free rate 3.8¢% 4.5% 4.52%
Expected volatility 23.68% 22.1%% 23.21%
Expected dividend 0.5¢% 0.65% 0.86%
Expected term (in year 7 7 7
Weightec-average gra-date fair value of option $ 17.5 $ 12.0! $  9.0¢
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A summary of employee stock option activity under LTI Plans is as follows:

Weightec-
Average Aggregat
Weightet- Remaining Intrinsic
Share Average Contractual Teri Value
(00C's) Exercise Pric in Years (00C's)
Outstanding at December 31, 2( 1,94¢ $ 22.6(C
Granted 35¢ 53.9¢
Exercised (295) 15.2(
Forfeited (18) 31.4:
Outstanding at December 31, 2( 1,99¢ $ 29.2¢ 7.0 $  41,77¢
Exercisable at December 31, 2C 1,27. $ 20.9 5.8 $ 37,22¢

The total intrinsic value of stock options exerdisuring 2007, 2006, and 2005 was $8.7 million4$8illion, and $8.2 million, respectively. The takdbow:
represents the Corporatisnéstimate of options fully vested and/or expettedest as expected forfeitures are not materiéheoCorporation and therefore
not reflected in the table above.

As noted above, non-qualified stock option awardgeha graded vesting schedule. Compensation cestidgnized on a straighie basis over the requis
service period for each separately vesting portibeach award as if each award wassubstance, multiple awards. During 2007 and 2006\pensation co
associated with nogualified stock options of $6.3 million and $3.6llioh, respectively, was charged to expense. Thep@ation has applied a forfeitt
assumption of 7% in the calculation of such expeAseof December 31, 2007, there was $4.4 millibmmrecognized compensation cost related to noeu
stock options, which is expected to be recognizert a weighted-average period of 1.4 years.

Cash received from option exercises during 200062@nd 2005 was $4.4 million, $4.1 million, and7Z#illion, respectively. The total tax benefit geate
from options granted prior to December 31, 2006jctvhwere exercised during 2007, 2006, and 2005, $&6 million, $2.4 million, and $3.2 millio
respectively. During 2007 and 2006, tax benefiteieed on exercised options which were subjectxerditure under SFAS 123(R) have been credit
deferred taxes up to the amount of berrefiorded in the income statement, with the diffeeecharged to additional paid in capital, while b&xefits received (
exercised options that were not subject to experelttave been credited to additional paid in capithof the 2005 tax benefits were credited talaidnal paic
in capital.

Performance Shares, Performance Restricted ShRestricted Stock, and Restricted Stock L

Since 2005, the Corporation granted performanceeshand performance restricted shares to certaplogees under the 2005 LTI Plan, whose vestir
contingent upon meeting various departmental amdpemywide performance goals, including net income targegainst budget and as a percentage of
against a peer group and operating income as amege of sales against budget. The nonvestedssaaeubject to forfeiture if established perfanoeagoal
are not met, or employment is terminated other thae to death, disability, or retirement. The shae nontransferable while subject to forfeitirestricte:
stock and restricted stock units have also beemtepglato key executives during 2007 and 2006. Thewested restricted stock and restricted stock améssubjec
to forfeiture if employment is terminated otherrihdue to death or disability, and the units aretramsferable while subject to forfeiture. A summairythe
Corporation’s nonvested performance share, perfocmeestricted share, restricted stock, and réstristock unit activity for 2007 is as follows:
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Weighte«-Average

Shares Weightec- Remaining Aggregate
Units Average Contractual Tern Intrinsic Value
(00C's) Fair Value in Years (00Cs)
Nonvested at December 31, 2( 44¢ $ 31.21
Granted 181 52.01
Vested - -
Forfeited - -
Nonvested at December 31, 2( 62¢ $ 37.21 3.7 $ 31,58:
Expected to vest at December 31, 2 41 $ 37.9 4.3 $ 20,05«

The grantdate fair values of performance shares are basdHeoolosing market price of the stock on the ddtgrant, and compensation cost is amortize
expense on a straight-line basis over the thyez-requisite service period and assumes thabzippately 50% of the performance shares will bdefibed. As
forfeiture assumptions change, compensation cdsbwiadjusted on a cumulative basis in the peabthe assumption change. During 2006, it was dstec
that 27,000 performance restricted shares wouldteadly vest, and, therefore, the Corporation hgseased $0.3 million during 2007 and 2006. Thesees
will remain under restriction for one additionalayeand, as such, the Corporation will have add#icompensation expense associated with thesésgrem
grant date fair values of the restricted stock mastricted stock units are based on the closindketgrice of the stock at the date of grant. Thetrieted stock ar
restricted stock units contain only a service ctodj and thus compensation cost is amortized peese on a straiglitie basis over the requisite service pel
which ranged from 3.0 years to 10.1 years. As otdbeber 31, 2007, there was $11.6 million of unrecxed compensation cost related to nonve
performance shares, performance restricted shassicted stock, and restricted stock units, whsckxpected to be recognized over a period ojda3s.

Employee Stock Purchase P!

The Corporation’s 2003 Employee Stock Purchase ten“ESPP”) enables eligible employees to purehthe Corporatiors Common stock at a price per st
equal to 85% of the lower of the fair market vatifiehe Common stock at the beginning or end of edfgring period. Each offering period of the ESB§ts si:
months, with the first offering period commencing fanuary 1, 2004. Participation in the offeringjngted to 10% of an employezbase salary (not to exct
amounts allowed under Section 423 of the InterreldRue Code), may be terminated at any time byethployee, and automatically ends on terminatic
employment with the Corporation. A total of 2,00@0shares of Common stock have been reservedsioanse under the ESPP. The Common stock to ¢
the stock purchases under the ESPP will be newleis shares of Common stock. During 2007, 181,B28s were purchased under the ESPP. As of Dec
31, 2007, there were 1.4 million shares availablefditure offerings and the Corporation has witdh®B.3 million from employees, the equivalent of(8&
shares. Compensation cost is recognized on a Istiiti@ basis over the simonth vesting period during which employees perfostated services. T
Corporation recognized $0.2 million of tax benafisociated with disqualifying dispositions durir@®2, all of which was credited to additional paiccapital.

The fair value of the employee stock purchase plations was estimated at the date of grant usiBipek-Scholes option pricing model with the weighte
average assumptions noted in the following tabkpeEted volatilities are based on historical vtitgitof the Corporatiors stock. The Corporation uses histor
data to estimate the expected term of options gdarithe riskiree rate for periods within the contractual lifietbe option is based on the U.S. Treasury )
curve in effect at the time of grant.

2007 2006 2005
Risk-free interest rat 4.22% 4.82% 2.86%
Expected volatility 30.02% 23.2t% 30.9¢%
Expected dividend yiel 0.29% 0.42% 0.32%
Weightec-average option life (in year 0.E 0.t 0.E
Weightecaverage gra-date fair value of option $ 11.61 $ 6.52 $ 6.6€
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1996 Stock Plan for Non-Employee Directors and 28k Plan for Non-Employee Directors

The 2005 Stock Plan for Non-Employee Directors (2@Gtock Plan™)approved by the stockholders in 2005, providedtiergrant of stock awards and, at
option of the noremployee directors, the deferred payment of regtlpulated compensation and meeting fees in etprivahares. Under the 2005 Stock F
the Corporation’s non-employee directors each vecan annual restricted stock award, which is siltigea threerear restriction period commencing on the
of the grant. For 2007 and 2006, the value of thard granted in the first quarter was $50,000 prexctbr. These restricted stock awards are subjefirfeiture
if the non-employee director resigns or retiresrbgson of his or her decision not to stand foelestion prior to the lapsing of all restrictionsjless th
restrictions are otherwise removed by the Commitied®irectors and Governance. The cost of theictstr stock awards will be amortized over the thyeal
restriction period from the date of grant, or sebbrter restriction period as determined by theonahof such restrictions. Newly elected nemployee directo
also receive a oneme restricted stock award, which during 2007 2006 was valued at $25,000. The total number ofeshaf Common stock available
grant under the 2005 Stock Plan may not exceedd@0GCshares. During 2007 and 2006, the Corporatieerded 10,642 and 15,320, respectively, shar
restricted stock under the 2005 Stock Plan, of Wii&12 and 9,100 shares, respectively, have befenred by certain directors.

The 1996 Stock Plan for Non-Employee Directors 88 %tock Plan”)approved by the stockholders in 1996, authorizedgttant of restricted stock awards ¢
at the option of the noeamployee directors, the deferred payment of regtlpulated compensation and meeting fees in etprivahares. Pursuant to the te
of the 1996 Stock Plan, na@mployee directors received an initial restrictitls grant of 7,224 shares in 1996, which becameatricted in 2001. Additionall
on the fifth anniversary of the initial grant, tleoson-employee directors who remained a employee director received an additional restrictiedk grant equ
to the product of increasing $13,300 at an anrai@ of 2.96%, compounded monthly from the effectia¢e of the 1996 Stock Plan. In 2001, the amoer
director was calculated to be $15,419, represergtingtal additional grant of 3,110 restricted shaféhe cost of the restricted stock awards is baimgrtize:
over the five-year restriction period from the dafegrant. Prior to the effective date of the 20&6ck Plan, newly elected na@mployee directors receiv
similar compensation under the terms of the 1996I5Plan upon their election to the Board.

Pursuant to election by namployee directors to receive shares in lieu ofhpenyt for earned and deferred compensation unde2Gb® and 1996 Stock Pla
the Corporation had provided for an aggregate mhdit 63,808 and 62,988 shares, respectively, avanage price of $25.96 and $20.38, respectiayp
December 31, 2007 and 2006. During 2007 and 20@6Cbrporation issued 13,002 and 7,519 sharesatgply, in compensation pursuant to such elestion

13. ENVIRONMENTAL COSTS

The Corporation has continued the operation ofgifteeind water and soil remediation activities at Weod-Ridge, New Jersey, site through 2007. The cc
constructing and operating this site was providadif 1990 when the Corporation established a vesty remediate the property. The reserve balasoa
December 31, 2007, was $6.3 million, which wasghslincrease over the prior year balance dueised operating cost projections. Even though phiperty
was sold in December 2001, the Corporation retaihedaesponsibility for this remediation in accarda with the sale agreement.

The Corporation has been named as a potentialponsible party (“PRP")as have many other corporations and municipalities, number of environmen
cleanup sites. The Corporation continues to make pragiegesolving these claims through settlementudisions and payments from established rest
Significant sites remaining open at the end of yhar are: Caldwell Trucking landfill superfund siteairfield, New Jersey; Sharkey landfill superfusite
Parsippany, New Jersey; Amenia landfill site, AnagNew York; and Chemsol, Inc. superfund site, &meay, New Jersey. The Corporation believes ti&
outcome for any of these remaining sites will n@¢dna materially adverse effect on the Corporasioesults of operations or financial condition.

In the first quarter of 2005, the Corporation sitdd-airfield, New Jersey, property, which was ferty an operating facility for the Corporati@iVotion Contrc
segment. Under the sale agreement, the Corporadismetained the responsibility to continue theoimg environmental remediation on the propertythf dat
of the sale, remediation costs associated withFdiefield site were anticipated to be incurred otraee to five years with an estimated cost of $hilion.
During 2006, the Corporation increased the remidiateserve by $0.7 million based upon revised aijreg cost projections. As of December 31, 200&
reserve balance was $0.6 million.
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In the fourth quarter of 2004, the Corporation @&sed the remediation reserve related to the CHldwecking landfill superfund site by $4.4 milliorThe
increase related to the estimated groundwater riatiad for this site, which could span over 30 yedburing 2006, the Corporation increased the réatied
reserve by $0.6 million based upon revised opagatimjections. Through 2007, the majority of thetsdor this site have been for the soil remediatias o
December 31, 2007, the reserve balance was $5i8mil

The Corporation maintains several Nuclear Reguwat@ommission (“NRC")licenses necessary for the continued operationnef operating facility. |
connection with these licenses, the NRC requineanttial assurance from the Corporation in the fofna parent company guarantee representing estl
environmental decommissioning and remediation cassociated with the commercial operations covéredhe licenses. In addition, the Corporation
obligations for additional environmental remediaticosts at this facility, which are ongoing. Asidcember 31, 2007, the balance in this reserve$ias
million. The Corporation recorded a receivable df%million for the recovery from the U.S. Govermhend was based on a pending settlemer
environmental remediation costs associated withEMD facility in Cheswick, Pennsylvania. The Coration deemed the recovery probable per SOR 96-
“Environmental Remediation LiabilitiesThe Corporation obtained partial environmental fasge coverage specifically for this facility. Thelicy provide:
coverage for losses due to on or off-site pollutonditions, which are pre-existing and unknown.

The Corporatiors aggregate environmental obligation at Decembef307 was $23.0 million compared to $23.7 millairDecember 31, 2006. Approximat
75% of the Corporatios’ environmental reserves as of December 31, 2Qffésent the current value of anticipated remediatiosts and are not discour
primarily due to the uncertainty of timing of exgiares. The remaining environmental reserves &eodnted using a rate of 4% to reflect the timriea!
money since the amount and timing of cash paynfentshe liability are reliably determinable. All einonmental reserves exclude any potential recofenmy
insurance carriers or thingarty legal actions. As of December 31, 2007, théiscounted cash flows associated with the disezlirgéserves were $10.3 milli
and are anticipated to be paid over the next 3ésyea

14. PENSION AND OTHER POSTRETIREMENT BENEFIT PLANS

The Corporation maintains eleven separate andndistpension and other postretirement benefit plamsisisting of five domestic pension and o
postretirement benefit plans and six separate dorpension plans. The Corporation maintains thieviohg domestic plans: a qualified pension plamoa-
qualified pension plan, and a postretirement hdadthefits plan (the “Curtiss-Wright PlansAs a result of the acquisition of EMD in 2002, tBerporatiol
obtained three unfunded pension and postretireroenefit plans (the “EMD Plans”gimilar in nature to those listed above. The EMDlidied plan wa
subsequently merged into the Curti&sight plan, as described below. The unfunded stafuhe acquired EMD Plans was recorded as ditiabi the date ¢
acquisition. During 2003, the funds associated Withqualified pension plans of both the Curilgght Plans and EMD Plans were placed under aenasts
fund, from which the Corporation directs the inwesht strategy for both plans.

In February 2007, a plan amendment was executed avit effective date of January 1, 2007 merging Guetiss-Wright Electrdvlechanical Corporatic
(“EMD”) Pension Plan into the Curtiss-Wright PensiBlan, hereafter named the Curtisight Pension Plan. The merger has no effect enlekiel of plal
benefits provided to participants or the manageméptan assets since the funds for both plans Wwisterically managed under one master trust. Assalt o
the merger, the assets and liabilities of the redpeplans have been combined in the consolidatdance sheet, resulting in a reclassificationcaf@ed EML
pension liability of $32.9 million to reduce the @ss-Wright prepaid pension asset.

The foreign plans consist of two defined benefitgien plans in the United Kingdom, two in Mexiceased in a 2007 acquisition, and one plan eactaima@
and Switzerland. The total projected benefit olil@rarelated to all foreign plans is $49.9 millias of December 31, 2007. Each plan is further destibelow.
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Domestic Plans

The Curtiss-Wright Plans

As a result of the qualified plan merger, the Cogion maintains a defined benefit pension plaa,GurtisswWright Pension Plan, covering all employees u
four benefit formulas: a non-contributory non-uniemd union formula for all employees except forsthef the Curtiss-Wright Electidechanical Corporatic
(“EMD”) and a contributory union and non-union béinfarmula for participants of the former EMD Péms Plan.

The formula for CW non-union employees is based/ears of credited service, the five highest contseewears’compensation during the last ten year
service, and a “cash balandegnefit. CW union employees who have negotiatedreefit under the CW Pension Plan are entitled bergefit based on years
service multiplied by a monthly pension rate. Ernyples become participants under the CW Pensiond®anone year of service and, due to recent cleim
pension law, are vested after three years of seriihe formula for EMD employees covers both uraad nonunion employees and is designed to satisf
requirements of relevant collective bargaining agrents. Employee contributions are withheld eaghpesiod and are equal to 1.5% of salary. The besnfefr
the EMD employees are based on years of service@mgensation.

At December 31, 2007 and 2006, the Corporation fragaid pension costs of $73.9 million (net of EM&bilities of $23.2 million) and $92.3 millio
respectively. Due to the funded status, the Cotporaloes not expect to contribute funds to the E&dsion Plan in 2008.

The Corporation also maintains a non-qualifiedaegton plan (the “CW Restoration Plarcdvering those employees whose compensation offiteengcee!
the IRS limitation for pension benefits. Benefiteder the CW Restoration Plan are not funded, anduah, the Corporation had an accrued pensioifitiiatf
$3.8 million and $1.9 million as of December 3102@&nd 2006, respectively. The Corporatiocontributions to the CW Restoration Plan areexpected to t
material in 2008.

The Corporation provides postretirement health fisnéo certain employees (the “CW Retirement P)arih 2002, the Corporation restructured
postretirement medical benefits for certain actweployees, effectively freezing the plan. The ddtiign associated with these active employees veasferre
to the CW Pension Plan. The plan continues to bimtained for retired employees. As of December Z107 and 2006, the Corporation had an acc
postretirement benefit liability of $0.7 million dr$0.8 million, respectively. Benefits under tharphare not funded. The Corporatiscontributions to the C'
Retirement Plan are not expected to be materi2008.

The EMD Plans

The Corporation maintains the Curtiss-Wright Eleditechanical Corporation Non-Qualified Plan (theMB Supplemental Plan”), a non-qualified, non-
contributory, norfunded supplemental retirement plan for eligible EMey executives. The EMD Supplemental Plan pravitte periodic payments up
retirement that are based on total compensatiafufimg amounts in excess of qualified plan limésp years of service and are reduced by benediteed fron
certain other pension plans in which the executpestsicipate. At December 31, 2007 and 2006, thep@ation had an accrued pension liability of $2iflion
and $2.6 million, respectively. The Corporationstributions to the EMD Supplemental Plan are xpeeted to be material in 2008.

The Corporation, through an administration agredgmeéth Westinghouse, maintains the Westinghousee®@uwent Services Group Welfare Benefits Plan
“EMD Retirement Plan”), a retiree health and lifisurance plan for substantially all of the Curliggght ElectroMechanical Corporation employees. The E
Retirement Plan provides basic health and welfavem@age on a nocentributory basis. Benefits are based on yeasenfice and are subject to certain caps.
Corporation had an accrued postretirement benefiility at December 31, 2007 and 2006 of $30.9ianland $28.8 million, respectively. Pursuanttie Asse
Purchase Agreement, the Corporation has a disadueteivable from Washington Group Internationakeéonburse the Corporation for a portion of tt
postretirement benefit costs. At December 31, 204 2006, the discounted receivable included ierofissets was $4.0 million and $4.5 million, resipely.
The Corporation expects to contribute $1.9 milliothe EMD Retirement Plan during 2008.
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Foreign Plans
Indal Technologies Hourly Plan (Canad

The Pension Plan for Hourly Employees of Indal Tesbgies, Inc. (“Indal Plan"fommenced on March 1, 2005 in connection with ggussition of Indal b
the Corporation. This non-contributory defined Hérgan provides monthly benefits to eligible meenb equal to a membertredited service multiplied by
fixed dollar amount. As of December 31, 2007 an@&Ghe Corporation had an accrued pension lighift$0.4 million and $0.2 million, respectivelyhd
Corporation’s contributions to the Indal Plan aot expected to be material in 2008.

Metal Improvement Compar- Salaried Staff Pension Scheme (U.K.)

The Corporation maintains the Salaried Staff Pensicheme (“MIC Plan”for the benefit of Metal Treatment employees in th&. This contributory pla
provides defined benefits to eligible members egoanesixtieth of final pensionable salary for each yefpensionable service. Members contribute at ale
of 6% of their pensionable salary, and the Corpanafunds the balance of the cost to provide béseflembers are eligible for early retirement wigduce:
benefits. The plan provides for early retirementegtuced benefits and is closed to new entrantofA3ecember 31, 2007 and 2006, the Corporationdr
accrued pension liability of $3.1 million and $4ifllion, respectively. The Corporatian'contributions to the MIC Plan are expected t@pgroximately $1.
million in 2008.

Penny & Giles Pension Plan (U.k

The Penny & Giles Pension Plan (“P&G Plai)a contributory plan that provides for both definbenefit and defined contribution benefits. Dedirbenefi
members are entitled to final salary related bémefijual to onaixtieth of final pensionable salary for each yefpensionable service. The P&G Plan prov
for early retirement at reduced benefits and isedbto new entrants. The following disclosuresudelinformation for the Penny & Giles defined bénsdctior
only, which represents the majority of the P&G P$acosts. As of December 31, 2007 and 2006, thedtatipn had an accrued pension liability of $0.8iori
and $1.4 million, respectively. The Corporationtstributions to the P&G Plan are expected to be@pmately $1.4 million in 2008.

Curtiss Wright Antriebstechnik GmbH (* CWAT”) PeosiPlan (Switzerland)

CWAT sponsors a defined contribution plan for apprately 90 employees. Under Swiss Law, there iguaranteed minimum benefit requirement.
guaranteed minimum benefit must be valued as aeldfbenefit obligation for US GAAP purposes, ansulted in the recognition of a pension asset ¢
immaterial amount.

Power Systems Inc'PSI”) de Mexico Pension Plans (subsidiary of IMGalyhetics, Inc.)

The Corporation assumed defined benefit obligatama result of the acquisition of IMC Magnetic2D07. Under Federal Labor Law in Mexico, all ftithe
employees of PSI de Mexico are entitled to benefitder two plans: Seniority Premium and Terminatiodemnity. The Seniority Premium plan ena
employees to receive benefits in the event of defifability, dismissal, voluntary separation, aatirement. Benefits under voluntary separation iatilemen
are subject to certain requirements. The beneéigal to 12 days of salary per year of accreditablvice, payable or in lump sum. The Terminalim®mnity
enables employees to receive benefits in the edfadismissal or retirement. The benefit is equahtee months of salary plus bonuses, plus tweayg of salar
plus bonus per year of accredited service, payablemp sum. As of December 31, 2007, the Corporatiad an accrued pension liability of $0.2 millidine
Corporation’s contributions to the plans are expétd be immaterial in 2008

In the following table, the pension benefits infation is a consolidated disclosure of all domeatid foreign plans described above. The postretineimenefit:
information includes the domestic CW and EMD pds&ment benefit plans, as there are no foreigrrpti'ement benefit plans.
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(In thousands 2007 2006 2007 2006
Change in benefit obligation:

Benefit obligation at beginning of ye $ 325,82¢ $ 305,59¢ $ 29,63: $ 30,68(
Service cos 20,23¢ 19,40¢ 622 53C
Interest cos 19,08¢ 17,71« 1,74¢ 1,64¢
Plan participan’ contributions 1,708 1,59 35¢ 34C
Amendment: 382 2,08¢ - -
Actuarial loss (gain 9,27¢ (109) 1,07¢ (1,597
Benefits paic (22,53) (23,069 (2,33)) (1,979)
Acquisitions/transferred liabilitie 14,06¢ - - -
Retiree drug subsidy receiv: - - 43 -
Settlement: - (1,30)) - -
Special termination benefi - 728 - -
Currency translation adjustmel 84¢€ 3,181 - -
Benefit obligation at end of year 368,89 325,82¢ 31,14¢ 29,63:

Change in plan assets
Fair value of plan assets at beginning of y 373,67¢ 352,23¢ - -



Actual return on plan asse 57,43¢ 32,21: - -
Employer contributior 6,417 9,63: 1,972 1,632
Plan participan’ contributions 1,708 1,59 35¢ 34C
Acquisitions/transferred liabilitie 13,94: - - -
Benefits paic (22,53)) (23,069) (2,33)) (1,972
Settlement: - (2,307 - -
Currency translation adjustmel 68€ 2,371 - -
Fair value of plan assets at end of yez 431,33t 373,67¢ - -
Funded status 62,44 47,85( (31,149 (29,63
Amounts recognized in the statement of financie
position consist of:
Noncurrent asse 73,94 92,26: - -
Current liabilities (417) (157) (1,945 (2,129
Noncurrent liabilities (10,300 (43,499 (29,207 (27,509)
Net amount recognized in statement of financie
position: $ 63,23t $ 48,61’ (31,146 (29,637
Amounts recognized in accumulated other financia
comprehensive income consist o
Net actuarial loss (gair (33,77) (13,43) (9,179 (20,879
Prior service cos 3,28¢ 3,36€ - -
Net amount recognized in accumulated OC $ (30,482 $ (10,065 (9,179 (10,877
Amounts in AOCI expected to be recognize:
in net periodic cost in the coming year
Loss (gain) recognitio 17t 421 (52€) (522)
Prior service cost recognitic 484 452 - -
Accumulated benefit obligation $ 322,20( 283,00: N/A N/A
Information for pension plans with an accumulated
benefit obligation in excess of plan asse
Projected benefit obligatic 27,58¢ 171,82 N/A N/A
Accumulated benefit obligatic 23,78¢ 155,45’ N/A N/A
Fair value of plan asse 17,38t 129,13: N/A N/A
Weighted-average assumptions in determination c
benefit obligation:
Discount rate 5.87% 5.91% 5.9¢% 5.9¢%
Rate of compensation incree 4.02% 4.0(% N/A N/A
Health care cost trends:
Rate assumed for subsequent year N/A N/A 9.5% 11.5(%
Ultimate rate reached in 2012 N/A N/A 5.5% 5.5(%
Measurement dai September & September & October 3 October 3
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The following table details the components of raiqic pension expense for all Pension Plans:

Components of net periodic benefit expens:

(In thousands) 2007 2006 2005
Service cos $ 20,23¢ $ 19,40¢ $ 16,25
Interest cos 19,08¢ 17,71« 17,57
Expected return on plan ass (28,219 (26,58.) (25,637)
Amortization of prior service co: 481 452 151
Amortization of transition obligatio - 4) 4
Recognized net actuarial o 51z 51C 40€
Cost of settlemer - 83z -
Special termination benefi - 728 -
Net periodic benefit expen: $ 12,10 $ 13,05 $ 8,74(
Weightec-average assumptions in determination of net peri
benefit cost

Discount rate 5.91% 5.7(% 5.98%

Expected return on plan assets 8.4% 8.45% 8.4¢%

Rate of compensation increase 4.0(% 3.54% 3.51%

The “Cost of settlement” and “Special terminatie@nbfits” indicated above represent events thaaeceunted for under SFAS No. 88, “Employekstounting
for Settlements and Curtailments of Defined BenBfinsion Plans and for Termination Benefits” (“FB8’). The settlement charge is resulting from
retirement of a key executive and his subsequetieh to receive his pension benefit as a singtepl sum payout. As a result of this single lump qayout
special settlement requirements under FAS 88 haee kriggered. The special termination benefitsgihaesulted from benefits offered for a limitedipé of
time to certain employees in the Motion Controlraegt who were subject to a reduction in workfordgghwhe Corporation during 2006. Consistent with
requirements of FAS 88, this liability is to be ogoized when the employees accept the offer andrtfmint can be reasonably estimated.

The following table details the components of ratqric expense for the CW and EMD PostretiremesnieBit Plans:

(In thousands 2007 200¢ 200t
Service cos $ 625 $ 53C $ 56¢
Interest cos 1,74¢ 1,64 1,81¢
Recognized net actuarial g¢ (632) (533 (397
Net periodic benefit expen: $ 1,73 $ 1,64 $ 1,98
Weightec-average assumptions in determination of net peribenefit
cost:
Discount rate 5.9¢% 5.74% 5.9¢%
Health care cost trends:
Current year rate 11.5% 13.0(% 9.7(%
Ultimate rate reached in 2010, 2011, and 2010 ectgpely 5.5% 5.5(% 5.5(%
The effect on the CW and EMD Retirement Plans b¥eachange in the health care cost trend is aswWsllo
(In thousands 1% Increast 1% Decreas
Total service and interest cost compont $ 29¢ $ (239)
Postretirement benefit obligatic $ 3,241 $ (2,609)
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The following benefit payments, which reflect exjgetfuture service, as appropriate, are expectbe aid from the plans:

EMD
Pensior Postretiremel Subsidy
n thousands ans ans eceipt ota
(In th d Pl PI Recei Total
2008 $ 26,11( $ 2,13¢ $ (139 $ 28,11:
2009 26,60( 2,13¢ (149 28,58¢
2010 27,46¢ 2,21¢ (161) 29,52:
2011 29,10: 2,32¢ (164) 31,26¢
2012 28,81: 2,38¢ (159 31,04:
2013- 2017 158,52! 12,11 (529 170,10°

Pension Plan Assets

The Corporation maintains the funds of the CW RemBilan and the EMD Pension Plan under one mastgr The Corporatios’retirement plans are diversif
across investment classes and among investmentgerana order to achieve an optimal balance betwisénand return. In accordance with this polidye
Corporation has established target allocationseémh asset class and ranges of expected exposweCarporatiors retirement assets are invested within
allocation structure in three major categories: dstic equity securities, international equity séi®g, and debt securities. Below are the Corporédiactual an
established target allocations:

As of December 31 Target Expectec
Asset clas! 2007 200¢ Exposur Range
Domestic equitie 5% 5% 50% 40% - 60%
International equitie 21% 20% 15% 10% - 20%
Total equity 72% 72% 65% 55% - 75%
Fixed income 28% 28% 35% 25% - 45%
Cash 0% 0% 0% 0% - 10%

The Corporation may from time to time require thellocation of assets in order to bring the reteatiplans into conformity with these ranges. ThepGmatior
may also authorize alterations or deviations froese ranges where appropriate for achieving thectibgs of the retirement plans. The Corporaganvestmer
policy does not permit its investment manager @& plan funds in the Corporation’s stock.

The longterm investment objective of the domestic retirem@ans is to achieve a total rate of return, rfiefees, which exceeds the actuarial overall expul
return on assets assumption of 8.5% used for fignplimposes and which provides an appropriate pranoer inflation. The intermediaterm objective of th
domestic retirement plans, defined as three toyaars, is to outperform each of the capital marketwhich assets are invested, net of fees. Duérgpds o
extreme market volatility, preservation of capttdes a higher precedence than outperforming thigatanarkets.

The overall expected return on assets assumptiehinghe calculation of annual net periodic benedist is based on a combination of the histopeaformanc
of the pension fund and expectations of futureqrernce. The historical returns are determinedguia marketelated value of assets, includes the recogr
of realized and unrealized gains and losses ofigegyear period. Over the last ten years the marnidated value of assets had an average annualofidld.1%
whereas the actual returns averaged 9.3% duringah® period. Given the uncertainties of the ctireeonomic and geopolitical landscape, the Corpm
considers 8.5% to be a reasonable assumption ofefdbngterm investment returns. While the Corporation sak&o account historical performance,
assumptions also consider the forward-looking ltarga outlook for the capital markets.

Foreign plan assets represent 10.4% of consoligdéedassets, with the majority of the assets sujmgpthe U.K. plans. The foreign plans follow andar asse
allocation strategy, with a weighted expected retur assets assumption of 7.5%.
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Other Pension and Postretirement Plans

The Corporation offers all of its domestic employebe opportunity to participate in a defined citmittion plan. Costs incurred by the Corporationthi
administration and record keeping of the definedtigbution plan are paid for by the Corporation @me not considered material.

In addition, the Corporation had foreign pensiostsainder various defined contribution plans oD3$8illion, $2.8 million, and $2.3 million in 2002006, an
2005, respectively.

15. LEASES

The Corporation conducts a portion of its operatidrom leased facilities, which include manufacigriand service facilities, administrative offices)c
warehouses. In addition, the Corporation leaseschesh machinery, and office equipment under ojregaleases. The leases expire at various datesrey
include renewals and escalations. Rental expewsed| foperating leases amounted to $23.6 milli&007, $21.3 million in 2006, and $21.9 million2A05.

At December 31, 2007, the approximate future mimmrental commitments under operating leases that htial or remaining norcancelable lease terms
excess of one year are as follows:

Rental
(In thousands Commitmen
2008 $ 20,11
2009 15,90:
2010 11,92t
2011 10,58t
2012 8,31¢
Thereaftel 10,78:
Total $ 77,62:

16. INDUSTRY SEGMENTS

The Corporation manages and evaluates its opesatiased on the products and services it offergtandifferent markets it serves. Based on this @gog, th:
Corporation has three reportable segments: FlowtrGorMotion Control, and Metal Treatment. The Fl@ontrol segment primarily designs, manufactt
distributes, and services a broad range of highlyireered flow control products including valvesymps, motors, generators, instrumentation, andrak
electronics for severe service military and comnatrapplications. The Motion Control segment priityadesigns, develops, and manufactures mechz
systems, drive systems, and missaitical embedded computing products and sensomslyrf@r the aerospace and defense industries. IMe&atment provide
various metallurgical services, principally shoepig, coatings, and heat treating. The segmentiges these services to a broad spectrum of custom
various industries, including aerospace, automgptieaestruction equipment, oil and gas, petrochelngal metal working.

The accounting policies of the operating segmergghee same as those described in the summargmfisant accounting policies. Interest expense iacdme
taxes are not reported on an operating segmerg basause they are not considered in the perforneveduation by the Corporation’s chief operatiegision-
maker, its Chairman and CEO.

Sales to one customer of the Flow Control segntenugh which the Corporation is a subcontractaheoU.S. Government were 7% of consolidated reveim
2007, 9% in 2006, and 10% in 2005. During 2007,&2@hd 2005, the Corporation had no commercialooust representing more than 10% of consolic
revenue.
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Consolidated Industry Segme Flow Motion Metal Segmer Corporat

Information:(In thousands) Contro Contro  Treatmer Total and Othef)  Consolidate
Year Ended December 31, 20(
Revenue from external custom: $ 746,25. $ 591,03 $ 254,83¢ $ 1,592,12% — $ 1,592,212
Intersegment revenu — 597 1,10: 1,70( (1,700 —
Operating income (expens 73,47¢ 64,837 50,88( 189,19: (10,009 179,18
Depreciation and amortizatic

expense 26,64¢ 22,46( 13,38¢ 62,49¢ 204 62,69¢
Segment asse 867,07! 800,56! 234,97¢ 1,902,61: 82,94: 1,985,561
Capital expenditure 21,10( 15,30: 16,17: 52,57 1,861 54,43
Year Ended December 31, 20(
Revenue from external custom: $ 548,12: $ 509,46: $ 22457 $ 1,282,15'% — $ 1,282,15
Intersegment revenu 14 1,282 814 2,11C (2,110 —
Operating income (expens 60,54: 55,24 42,38t 158,16¢ (17,54 140,62¢

Depreciation and amortizatic
expense 18,36 20,29¢ 12,00¢ 50,67( 121 50,79:



Segment asse 495,00( 695,21¢ 222,74! 1,412,96. 179,19: 1,592,15
Capital expenditure 14,01° 12,33 12,69« 39,04« 1,15¢ 40,20:
Year Ended December 31, 20(
Revenue from external custom: $ 466,54t $ 465,45. $ 198,93: 1,130,92i $ — $ 1,130,92:
Intersegment revenu — 54¢ 54t 1,09: (1,099 —
Operating income (expens 54,50¢ 50,48t 34,47( 139,46 (1,487 137,98:
Depreciation and amortizatic
expense 17,30° 19,57: 10,83¢ 47,71¢ 13€ 47,85
Segment asse 440,55( 653,03° 194,27¢ 1,287,86! 112,41¢ 1,400,28!
Capital expenditure 16,45¢ 12,96¢ 12,91¢ 42,34« 10C 42,44«
(1)Operating expense for Corporate and Other inclpéesion expense, environmental remediation andrasimitive expenses, legal, and other expenses.
Reconciliations
For the years ended December (In thousands 2007 2006 2005
Revenues
Total segment revent $ 1,592,12 1,282,15 $ 1,130,92
Intersegment revent 1,70C 2,11( 1,09:
Elimination of intersegment reven (1,700 (2,110 (1,099
Total consolidated revenues $ 1,592,12. 1,282,15! $ 1,130,92
Earnings before taxe!
Total segment operating incor $ 189,19 158,16¢ $ 139,46
Corporate and administrati (20,009 (17,547 (1,487
Other income, ne 2,36¢ (112 29¢
Interest expens (27,387 (22,899 (19,989
Total consolidated earnings before tax $ 154,17: 117,62. $ 118,29t
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Reconciliations

For the years ended December (In thousands 2007 2006 2005

Assets

Total assets for reportable segme $ 1,902,61 $ 1,412,96 $ 1,287,86

Pension asse 73,91« 92,02: 76,00:

Non-segment cas 2,30¢ 75,06¢ 24,99t

Other asset 6,722 12,10 11,42:
Total consolidated assets $ 1,985,56! $ 159215 $ 1,400,28!

The following table presents geographical informatdf the Corporatios’ revenues and property, plant, and equipment baséoe location of the customer i
the assets, respectively:

December 31(In thousands 2007 2006 2005
Long-Lived Long-Lived Long-Lived
Revenue: Assets Revenue! Assets Revenue: Assets
Geographic Informatior
United States of Americ $ 111577 $ 211,78 $ 966,29t $ 189,33 % 864,46' $ 182,27
United Kingdom 144,03: 59,83¢ 111,67¢ 60,42¢ 109,65¢ 49,79¢
Canade 64,11( 33,967 48,99t 29,05¢ 38,59t 26,28t
Other foreign countrie 268,20« 24,06 155,18t 17,84( 118,20¢ 16,46:
Consolidated tote $ 159212 $§ 32965 $ 128215 $ 29665% 1,13092 $§ 274,82

17. CONTINGENCIES AND COMMITMENTS

The Corporation, through its Flow Control segmérats several NRC licenses necessary for the coutioperation of its commercial nuclear operatiom
connection with these licenses, the NRC requiredritial assurance from the Corporation in the fofna parent company guarantee, representing est
environmental decommissioning and remediation casssciated with the commercial operations covbyetthe licenses. The guarantee for the decommiisgj
costs of the refurbishment facility, which is esited for 2017, is $4.0 million. See Note 13 fotter information.

The Corporation enters into standby letters of itr@greements with financial institutions and caséos primarily relating to guarantees of repaynwntertail
Industrial Revenue Bonds, future performance otagecontracts to provide products and serviced,tarsecure advance payments the Corporation be#ee
from certain international customers. At Decemhbkr 2007, 2006, and 2005, the Corporation had cgatinliabilities on outstanding letters of credit$40.(
million, $37.8 million, and $32.2 million, respegtiy.

In January of 2007, a former executive was awasajgatoximately $9.0 million in punitive and competosy damages plus legal costs related to a gende
lawsuit filed in 2003. The Corporation has recordef6.5 million reserve related to the lawsuit artdnds to appeal the verdict. The Corporationdeisermine:
that it is probable that the punitive damages wendill be reversed on appeal, therefore no reshagebeen recorded for that portion.

Consistent with other entities its size, the Coation is party to a number of legal actions andntda none of which individually or in the aggregaite the
opinion of management, are expected to have a imlateiverse effect on the Corporation’s resultsgerations or financial position.

18. GAIN ON THE SALE OF REAL ESTATE

On March 17, 2005, the Corporation completed tHe e# its Fairfield, New Jersey property, a fornogrerating property, for $10.5 million. The propt
encompasses approximately 39 acres and was foreueperating facility for the CorporatianMotion Control segment now located in Shelby,tN&arolina
As a result of the sale, the Corporation recogniaeggtretax gain of $2.8 million in the first quarter of @8 which is recorded in operating income in
Corporation’s Consolidated Statements of Earnings.
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19. ACCUMULATED OTHER COMPREHENSIVE INCOME

Accumulated other comprehensive income as of Deeeib, 2007 and 2006 consisted of:

(In thousands Pre-tax Deferred ta> Net of tax
2007 amount (asset) liability amount
Foreign currency translation adjustme $ 72,89 $ (4,08 $ 68,80+
Pension and postretirement adjustme

Net actuarial gain 42,95( (16,379 26,57¢

Prior service cost (3,289 1,23: (2,056

Total pension and postretirement adjustments 39,66 (15,139 24,52
Accumulated other comprehensive inca $ 112,55. $ (19,229 $ 93,32:
(In thousands Pre-tax Deferred ta> Net of tax
2006 amount (asset) liability amount
Foreign currency translation adjustme $ 4525 $ (2,38) % 42,87(
Pension and postretirement adjustme

Net actuarial gain 24,31° (9,30¢) 15,00¢

Prior service cost (3,36€) 1,29¢ (2,079

Total pension and postretirement adjustments 20,95: (8,015 12,93¢
Accumulated other comprehensive inca $ 66,20t $ (10,400 $ 55,80¢

Other comprehensive income for the periods endiagehber 31, 2007, 2006 and 2005 were as foll

(In thousands Pre-tax Tax (expense Net of tax
2007 amount benefit amount
Foreign currency translation adjustme $ 27,63¢ $ (1,709 $ 25,93¢
Pension and postretirement adjustme

Net actuarial gain 18,61: (7,07)) 11,54:

Prior service cost 99 (54) 45

Total pension and postretirement adjustments 18,71: (7,125 11,58
Other comprehensive incor $ 46,34¢ $ (8,82 $ 37,52:
(In thousands Pre-tax Tax (expense Net of tax
2006 amount benefit amount
Foreign currency translation adjustme $ 24,60C $ (2,385 $ 22,21t
Pension and postretirement adjustn

Minimum liability adjustment (2,770 1,02( (1,750
Other comprehensive incor $ 21,83( $ (1,365 $ 20,46¢
(In thousands Pre-tax Tax (expense Net of tax
2005 amount benefit amount
Foreign currency translation adjustme $ 16,14: $ - $ 16,14:
Other comprehensive incor $ 16,14: $ - $ 16,14
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QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

(In thousands, except per share de First Seconc Third Fourth
2007
Net sales 332,60 365,57 396,26 497,67
Gross profit 111,38° 118,02: 129,82( 164,39
Net earningt 19,50: 21,39( 25,17t 38,25¢
Earnings per shar
Basic earnings per share 0.44 0.4¢ 0.57 0.8¢
Diluted earnings per share 0.44 0.4¢ 0.5€ 0.8t
Dividends per shar 0.0€ 0.0€ 0.0¢ 0.0¢
2006
Net sales 282,55 309,63! 311,80: 378,16
Gross profit 92,06: 105,55: 106,01¢ 127,44
Net earningt 12,27¢ 21,09: 20,35¢ 26,84!
Earnings per shan
Basic earnings per share 0.2¢ 0.4¢ 0.4¢€ 0.61
Diluted earnings per share 0.2¢ 0.4¢ 0.4¢€ 0.6C
Dividends per shar 0.0€ 0.0€ 0.0€ 0.0€

See notes to the consolidated financial statenfentsdditional financial information.
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Report of the Corporation

The consolidated financial statements appearinigeim 8 of this Form 18« have been prepared by the Corporation in configriwith accounting principle
generally accepted in the United States of Amefite financial statements necessarily include sameunts that are based on the best estimates dgihgunt:
of the Corporation. Other financial informationtire Annual Report on Form 10-K is consistent whtattin the financial statements.

The Corporation maintains accounting systems, phoess, and internal accounting controls designgutdoide reasonable assurance that assets areiaede(
and that transactions are executed in accordanttethg appropriate corporate authorization andpaoperly recorded. The accounting systems andnal
accounting controls are augmented by written pedigind procedures, organizational structure progitbr a division of responsibilities, selectiordanaining o
qualified personnel and an internal audit progrdine design, monitoring, and revision of internat@mting control systems involve, among other th,
managemens’ judgment with respect to the relative cost anpkeeted benefits of specific control measures. Mamagnt of the Corporation has complete:
assessment of the Corporation’s internal contrgksr dinancial reporting and has included “Manageti'eAnnual Report on Internal Control Over Finar
Reporting” in Item 9A of this Form 10-K.

Deloitte & Touche LLP, independent auditors, parfed an audit of the Corporati@nfinancial statements that also included formingpinion on the intern
controls over financial reporting of the Corporatifor the year ended December 31, 2007. An auditiites examining, on a test basis, evidence suppdtie
amounts and disclosures in the financial statemehts audit also includes assessing the accountimgciples used and significant estimates mad
management, as well as evaluating the overall fimdustatement presentation. The objective of theilit is the expression of an opinion on the &smof th
Corporations financial statements in conformity with accougtprinciples generally accepted in the United StafeAmerica, in all material respects, and or
internal controls over financial reporting as ofd@mber 31, 2007.

The Audit Committee of the Board of Directors, cased entirely of directors who are independenthef €orporation, appoints the independent auditon
ratification by stockholders and, among other thirgpnsiders the scope of the independent audigeshination, the audit results, and the adequadytefna
accounting controls of the Corporation. The indejeert auditors and the internal auditor have diesttess to the Audit Committee, and they meet viié
committee from time to time, with and without maaagent present, to discuss accounting, auditing,aunlit consulting services, internal control, aimaicia
reporting matters.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders of
Curtiss-Wright Corporation
Roseland, New Jersey

We have audited the accompanying consolidated balaheets of Curtiss-Wright Corporation and subsie (the “Company”as of December 31, 2007 ¢
2006, and the related consolidated statementsroineg, stockholders2quity, and cash flows for each of the three y@atke period ended December 31, 2!
Our audits also included the financial statememhiedale listed in the Index at Item 15. These fim@nstatements and financial statement schedulethe
responsibility of the Company’management. Our responsibility is to expresspanian on these financial statements and finarstatement schedule basec
our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBio(United States). Those standards require te
plan and perform the audit to obtain reasonablarasse about whether the financial statementsragedf material misstatement. An audit includesn@rang,
on a test basis, evidence supporting the amountsiaelosures in the financial statements. An aaliib includes assessing the accounting principtes an
significant estimates made by management, as wellaluating the overall financial statement pregtean. We believe that our audits provide a reabmbasi
for our opinion.

In our opinion, such consolidated financial statetaegresent fairly, in all material respects, thmaricial position of the Company at December 31)728n(
2006, and the results of their operations and tbesh flows for each of the three years in thegpeended December 31, 2007, in conformity with aotiog
principles generally accepted in the United StafeAmerica. Also, in our opinion, such financiah&ment schedule, when considered in relation édbtsir
consolidated financial statements taken as a whoésents fairly, in all material respects, th@infation set forth therein.

As discussed in Note 1 to the consolidated findrst@ements, effective January 1, 2006 the Compatopted Statement of Financial Accounting Star
(SFAS) No. 123(R) Share-Based Payment. Also asisiisdl in Note 1 to the consolidated financial statgs, the Company adopted SFAS No. 158, Employers
Accounting for Defined Benefit Pension and OthestRatirement Plans an Amendment of FASB Statements No. 87, 88, 1061&%{R) as of December !
2006 and FASB Interpretation No. 48, Accountingmcertainty in Income Taxes — An Interpretatior=&{SB Statement No. 109 on January 1, 2007.

We have also audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), the Compasyihternal control ovt
financial reporting as of December 31, 2007, basethe criteria established internal Control—Integrated Framewoi&sued by the Committee of Sponso
Organizations of the Treadway Commission and opontedated February 26, 2008 expressed an unadldpinion on the Comparg/internal control ov
financial reporting.

/sl Deloitte & Touche LLP

Parsippany, New Jersey
February 26, 2008
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders of
Curtiss-Wright Corporation
Roseland, New Jersey

We have audited the internal control over finanoéglorting of Curtiss-Wright Corporation and suleigs (the “Company”as of December 31, 2007, basel
criteria established innternal Control — Integrated Frameworiksued by the Committee of Sponsoring Organizatiohshe Treadway Commission.
described in ManagemeastAnnual Report on Internal Control Over Finand@porting, management excluded from its assesstheninternal control ov:
financial reporting at Benshaw, Inc., Scientech | Malve Systems and Controls, L.P., and IMC Magrse@orporation (collectively the “Acquired Busines$
which were acquired during the year ended Decer@beP007 and whose financial statements constiii® and 18.0%, of net and total assets, respég
8.1% of revenues, and 6.8% of net income, of thesalidated financial statement amounts as of andhi® year ended December 31, 2007. Accordingly
audit did not include the internal control overdittial reporting at the Acquired Businesses. The@mys management is responsible for maintaining effe
internal control over financial reporting and fos assessment of the effectiveness of internalraooter financial reporting, included in the acquanying
Management’'s Annual Report on Internal Control Ovrancial Reporting. Our responsibility is to exgs an opinion on the Compasyhternal control ovt
financial reporting based on our audit.

We conducted our audit in accordance with the stadelof the Public Company Accounting Oversight lo@nited States). Those standards require thi
plan and perform the audit to obtain reasonablerasse about whether effective internal controlrdireancial reporting was maintained in all materespects
Our audit included obtaining an understanding térimal control over financial reporting, assesshgrisk that a material weakness exists, testmbevaluatin
the design and operating effectiveness of intecoatrol based on the assessed risk, and perforsung other procedures as we considered necessé#ng
circumstances. We believe that our audit providesaaonable basis for our opinion.

A company’s internal control over financial repodiis a process designed by, or under the supenvis, the companyg’ principal executive and princij
financial officers, or persons performing similamé€tions, and effected by the companyoard of directors, management, and other peesdnnprovide
reasonable assurance regarding the reliabilitynafintial reporting and the preparation of finansi@tements for external purposes in accordandegeiterall:
accepted accounting principles. A companiyiternal control over financial reporting incleddose policies and procedures that (1) pertatheganaintenance
records that, in reasonable detail, accuratelyfaimly reflect the transactions and dispositionghaf assets of the company; (2) provide reasorsgdarance th
transactions are recorded as necessary to perepafation of financial statements in accordancé génerally accepted accounting principles, antiréeeipt:
and expenditures of the company are being madeiorgcordance with authorizations of managemedtdirectors of the company; and (3) provide reabta
assurance regarding prevention or timely deteatfoimauthorized acquisition, use, or dispositiorthef companys assets that could have a material effect o
financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the posétig of collusion or improper management overriofecontrols
material misstatements due to error or fraud maybeoprevented or detected on a timely basis. Alsojections of any evaluation of the effectivenefshe
internal control over financial reporting to futyseriods are subject to the risk that the contntdy become inadequate because of changes in aorglitr the
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over figal reporting as of December 31, 2007, basederctiteri
established innternal Control — Integrated Frameworésued by the Committee of Sponsoring Organizatidribe Treadway Commission.

We have also audited, in accordance with the stasdz the Public Company Accounting Oversight Bo@ynited States), the consolidated financial stetet:
and financial statement schedule as of and foy&lae ended December 31, 2007 of the Company ancepart dated February 26, 2008 expressed an ufigd
opinion on those financial statements and finanstatement schedule and included an explanatorggpswh regarding the Compasyadoption of FAS
Interpretation No. 48, Accounting for Uncertaintylncome Taxes — an Interpretation of FASB Statdrien 109 on January 1, 2007.

/sl Deloitte & Touche LLP

Parsippany, New Jersey
February 26, 2008
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Item 9. Changes in and Disagreements with Accountésmon Accounting and Financial Disclosure
None.

Item 9A. Controls And Procedures.

Disclosure Controls and Procedures

As of December 31, 2007, the Corporation’s managemacluding the Corporatior’ Chief Executive Officer and Chief Financial Offic conducted ¢
evaluation of the Corporation’s disclosure contansl procedures, as such term is defined in Rilaslb(e) and 15d5(e) under the Securities Exchange A
1934, as amended (the “Exchange Act”). Based oh sweluation, the Corporaticn'Chief Executive Officer and Chief Financial Officconcluded that tl
Corporation’s disclosure controls and procedureséfiective.

Managemens Annual Report On Internal Control Over Finané&taborting

The Corporation’s management is responsible fabdishing and maintaining adequate internal coravelr financial reporting, as defined in Rules 13gf) anc
15d-15(f) under the Securities Exchange Act of 1@®4amended.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @étmisstatements. Also, projections of the futdfeativeness ¢
controls currently deemed effective are subjec¢héorisk that controls may become inadequate becafuishanges in conditions or deterioration indegree ¢
compliance with the policies or procedures.

As discussed in Note 2 to the consolidated findratetements, the Corporation acquired Benshaw, 8aentech, LLC, Valve Systems and Controls, ,LaRc
IMC Magnetics Corporation during the year endedddeiser 31, 2007. These acquisitions with combinedtasnet assets, current year revenues and oahd
at December 31, 2007, represent 18.0%, 0.8%, 81866a8%, respectively of the consolidated finansi@tement amounts and have been excluded
management’s assessment of internal control omanéial reporting.

The Corporation’s management assessed the effaetiseof the Corporatiasiinternal control over financial reporting as afd@mber 31, 2007. In making t
assessment, the Corporatismanagement used the criteria established by dnenGttee of Sponsoring Organizations of the Tread®ammission in Intern
Control-Integrated Framework.

Based on managemestassessment, excluding the acquired companiase@f® in the third paragraph, management belighvaisas of December 31, 2007,
Corporation’s internal control over financial refping is effective based on the established criteria

The Corporatiors internal controls over financial reporting asDefcember 31, 2007 have been audited by Deloitteofclie LLP, an independent registe
public accounting firm, and their report thereomiduded in Item 8 of this Annual Report on ForfK.

Changes in Internal Control over Financial Repaortin

There were no changes in the Corporasdnternal control over financial reporting duritite most recently completed fiscal quarter thatemalty affected, c
are reasonably likely to materially affect, ourimtal control over financial reporting.
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Chief Executive Officer and Chief Financial Officer Certifications

The certifications of our Chief Executive OfficemcaChief Financial Officer required under Sectid?2 Df the Sarbane®xley Act have been filed as Exhit
31.1, 31.2 and 32 to this report. Additionally, &ume 13, 2007, our Chief Executive Officer filedtwihe New York Stock Exchange (“NYSEits Domesti
Company Section 303A Annual CEO Certification aguieed by NYSE pursuant to Section 303A.12 of théSE Listed Company Manual. The certificat
confirmed that our Chief Executive Officer was awotare of any violation by the Company of the NY S&dsporate governance listing standards.

Item 9B. Other Information.

None.
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PART 1l

The information required by Items 10, 11, 12, 18] 44 of Part Il of this report, to the extent et forth herein, is incorporated herein by rafeesfrom th:
registrants definitive proxy statement relating to the anmaaleting of stockholders to be held on May 2, 2Q@8ich definitive proxy statement shall be fi
with the Securities and Exchange Commission wift# days after the end of the fiscal year to whith report relates. Information required by lte@ith) o
Regulation S-K is included in Part | of this reponider the caption “Executive Officers” and infotioa required by Item 201(d) of RegulatiorkSs included it
Part Il of this report under the caption “Secustuthorized For Issuance Under Equity Compensa&ians”.

PART IV
Item 15. Exhibits, Financial Statement Schedule.
(@) Financial Statements and Footnc Page

1.  The following are documents filed as part of tkepart in Part Il, Item &

Consolidated Statements of Earnil 52
Consolidated Balance She 53
Consolidated Statements of Cash Fl¢ 54
Consolidated Statements of Sharehol” Equity 55
Notes to Consolidated Financial Statem:e 56

2. Financial Statement Schedt
Schedule FValuation and Qualifying Accoun 102
All other financial statement schedules have beeitted because they are either
required, not applicable or the required informati® shown in the Consolidated Financ
Statements or Notes there

(b) Exhibits

2.1 Agreement and Plan of Merger and Recapitalizatatated as of February 1, 2005, by and between thgstent and CW Merger Sub, |
(incorporated by reference to Exhibit 2.1 to For-K filed February 3, 2005

3.1 Amended and Restated Certificate of Incorporatineofporated by reference to Form 8- A/A filed M24;, 2005).

3.2  Amended and Restated By-Laws (incorporated by eefax to Form 8-A/A filed May 24, 2005).

3.3 Form of stock certificate for Common Stock (incaiqted by reference to Form 8-A/A filed May 24,2Q005)

4.1 Agreement to furnish to the Commission uporuest| a copy of any longrm debt instrument where the amount of the seesrauthorize
thereunder does not exceed 10% of the total aséte Registrant and its subsidiaries on a codatdd basis (incorporated by reference to Exh
to Form 1K for the year ended December 31, 19i
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4.2 Second Amended and Restated Rights Agreement, dateaf May 24, 2005, between the Registrant and riare Stock Transfer & Tru
Company, as Rights Agent (incorporated by referéadeegistration Statement on For-A/A filed May 24, 2005)

10.1 Modified Incentive Compensation Plan, as aradndovember 9, 1989 (incorporated by referencexoilit 10(a) to Form 1@ for the quarte
ended September 30, 1989

10.2 Curtiss-Wright Corporation 2005 Omnibus Ldrgrm Incentive Plan (incorporated by reference ppéndix B to Proxy Statement filed April
2005).*

10.3 Form of Long Term Incentive Award Agreement, datlechuary 1, 2006, between the Registrant and theugixe officers of the Registre
(incorporated by reference to Exhibit 10.3 to Fdi€-K for the year ended December 31, 200!

104 Revised Standard Employment Severance Agreemeht@dttain Management of the Registrant (incorparéte reference to Exhibit 10 to Fo
10-Q for the quarter ended June 30, 200

10.5 Retirement Benefits Restoration Plan as anteAgeil 15, 1997 (incorporated by reference to Bxhl0 to Form 109 for quarter ended June
1997).*

10.6 Restated and Amended Curti¥sight Corporation Retirement Plan and InstrumenAmendment No. 1, as amended through Februan2@;

(incorporated by reference to Exhibit (10)(v) torfol0K for the year ended December 31, 2001), and Insni of Amendment No.
(incorporated by reference to Exhibit 10 to Forr-Q for the quarter ended September 30, 20C



10.7

10.8

10.9

10.10

10.11

10.12

Instruments of Amendment Nos. 2 through SheoQurtisswright Corporation Retirement Plan (incorporatedréference to Exhibit 10.3 to Fo
10-Q for the quarter ended June 30, 200

Instruments of Amendment Nos. 6 and 7 to thei€s-Wright Corporation Retirement Plan (incoqed by reference to Exhibit 10 to Form KO-
for the year ended December 31, 200¢

Instrument of Amendment No. 8 to the Curtiésght Corporation Retirement Plan, as amendedrasited effective January 1, 2001 (incorpol
by reference to Exhibit 10 to Form-K for the year ended December 31, 200!

Instrument of Amendment No. 9 to the Cutdsght Corporation Retirement Plan, as amendedrasthted effective January 1, 2001 (incorpot
by reference to Exhibit 10 to Form-K for the year ended December 31, 200!

Instrument of Amendment No. 10 to the Cwiggght Corporation Retirement Plan, as amended mesiated effective January 1, 2
(incorporated by reference to Exhibit 10 to Forr-K for the year ended December 31, 200!

Instrument of Amendment No. 11 to the Cw\iggght Corporation Retirement Plan, as amended mesiated effective January 1, 2
(incorporated by reference to Exhibit 10 to Forr-K for the year ended December 31, 200
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10.13 Instrument of Amendment No. 12 to the Curti¥sight Corporation Retirement Plan, as amended msated effective January 1, 2
(incorporated by reference to Exhibit 10 to Forn-Q filed for the quarter ended September 30, 20

10.14 Instrument of Amendment No. 13 to the Cuiissght Corporation Retirement Plan, as amended rasthted effective January 1, 2001 (f
herewith)*

10.15 Restated and Amended Curiflggght Corporation Savings and Investment Planedid&ebruary 28, 2002 (incorporated by referencExtibit
(10)(v) to Form 1-K for the year ended December 31, 200.

10.16 Instrument of Amendment Nos. 1 and 2 to thei§sWright Corporation Savings and Investment Plandjiporated by reference to Exhibit 1
to Form 1(-Q for the quarter ended June 30, 200

10.17 Instrument of Amendment Nos. 2 and 3 to theig€sWright Corporation Savings and Investment Plandiporated by reference to Exhibit 1(
Form 1(-K for the year ended December 31, 200!

10.18 Curtiss-Wright Electro-Mechanical Corporatension Plan, dated October 29, 2002 (incorpotaye@ference to Exhibit (10)(vii) to Form 10-
for the year ended December 31, 200.

10.19 Instruments of Amendment Nos. 1 and 2 toCtheiss-Wright ElectrdMechanical Corporation Pension Plan (incorporatgdefierence to Exhik
10.4 to Form 1-Q for the quarter ended June 30, 200

10.20 Instruments of Amendment Nos. 3 through @hto Curtiss-Wright Electrddechanical Corporation Pension Plan (incorporatgddference t
Exhibit 10 to Form 1-K for the year ended December 31, 200!

10.21 Instrument of Amendment No. 7 to the Curidésght ElectroMechanical Division Pension Plan (incorporated dfgrence to Exhibit 10 to Fo
10-K for the year ended December 31, 20C

10.22 Instrument of Amendment No. 8 to the Curidésght ElectroMechanical Division Pension Plan (incorporated dfgrence to Exhibit 10 to Fo
10-K for the year ended December 31, 20C

10.23 Curtiss-Wright Electro-Mechanical Corporat®avings Plan, dated January 1, 2004 (incorpotate@ference to Exhibit (10)(xviii) to Form 10-
for the year ended December 31, 200:

10.24 Instrument of Amendment No. 1 to the Curidisght ElectroMechanical Corporation Savings Plan (incorporatgddference to Exhibit 10.6
Form 1(-Q for the quarter ended June 30, 200
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10.25 Instrument of Amendment Nos. 2 and 3 to the Cultisight ElectroMechanical Corporation Savings Plan (incorporatgadierence to Exhik
10 to Form 1-K for the year ended December 31, 200%

10.26 Curtiss-Wright Corporation 2005 Stock PlanNon-Employee Directors (incorporated by reference tpéxmlix C to Proxy Statement filed Aj
5, 2005).*

10.27 Amended and Revised Curtisight Corporation Executive Deferred Compensafiten, as amended November 2006 (incorporated lyenad:
to Exhibit 10 to Form 1-K for the year ended December 31, 200¢

10.28 Change In Control Severance Protection AgreemeateddJuly 9, 2001, between the Registrant and Exetutive Officer of the Registre
(incorporated by reference to Exhibit 10.1 to FAi€-Q for the quarter ended September 30, 20C

10.29 Standard Change In Control Severance Protectiomekgent, dated July 9, 2001, between the RegisarahtKey Executives of the Registr
(incorporated by reference to Form-Q for the quarter ended September 30, 20C

10.30 Trust Agreement, dated January 20, 1998, betwesRégistrant and PNC Bank, National Associationdiiporated by reference to Exhibit 1(
to Form 1(-Q for the quarter ended March 31, 199¢

10.31 Consulting Agreement, dated March 1, 2008yéen the Registrant and George J. Yohrling (inoafed by reference to Exhibit 10 to FormHK.O0-
for the year ended December 31, 200

10.32 Consulting Agreement, dated June 18, 2002dem the Registrant and Gerald Nachman (incorpdray reference to Exhibit 10.1 to Form QO-
for the quarter ended June 30, 200:

10.33 CurtissA/right Corporation 2003 Employee Stock Purchase Filecorporated by reference to Appendix VII to Brtatement filed March 2
2003).*

10.34 Note Purchase Agreement between the Registrantcartdin Institutional Investors, dated September ZB3 (incorporated by reference
Exhibit 10.1 to Form -K filed October 3, 2003’

10.35 Restrictive Legends on Notes subject to Purchagseekgent between the Registrant and certain Inistitalt Investors, dated September 25, :



10.36

10.37

10.38

10.39

(incorporated by reference to Exhibit 10.2 to F@&iK filed October 3, 2003).

Note Purchase Agreement between the Registrantemain Institutional Investors, dated Decembe2D5 (incorporated by reference to Ext
10.1 to Form -K filed December 5, 2005

Restrictive Legends on Notes subject to Purchaseekgent between the Registrant and certain Inistitalt Investors, dated December 1, 2
(incorporated by reference to Exhibit 10.2 to F@-K filed December 5, 2005

2006 Modified Incentive Compensation Plasdiporated by reference to Appendix B to Comparag06 Definitive Proxy Statement on Sche
14A filed March 29, 2006).

Restricted Stock Unit Agreement, dated October0®62 by and between the Registrant and David Lifitmeorporated by reference to Exhibit
to Form &K filed October 11, 2006).
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10.40

10.41

10.42

10.43

21

23

311

31.2

32

Restricted Stock Unit Agreement, dated October2®®,7, by and between the Registrant and David hifirecorporated by reference to Exhibit
to Form &K filed October 25, 2007).

Restricted Stock Unit Agreement, dated Octobet0962 by and between the Registrant and David Adamsrporated by reference to Exhibit 1(
Form &K filed October 16, 2006).

Restricted Stock Unit Agreement, dated October2287, by and between the Registrant and David Adamsrporated by reference to Exhibit
to Form &K filed October 25, 2007).

Second Amended and Restated Credit Agreement @ated August 10, 2007 among the Registrant, anda@eBubsidiaries as Borrowers;
Lenders parties thereto; Bank of America, N.A. AaBninistrative Agent; Swingline Lender, and L/C uss; J.P. Morgan Chase Bank, N.A.
Syndication Agent; and Sun Trust Bank and CitibAhk., as Co- Documentation Agents (incorporatedréfgrence to Exhibit 10.1 to Formk8-
filed August 14, 2007

Subsidiaries of the Registrant (filed herewi

Consent of Independent Registered Public Accourking (filed herewith)

Certification of Martin R. Benante, Chairman and@Pursuant to Rule 1~ 14(a) (filed herewith)

Certification of Glenn E. Tynan, Chief Financialfioér, Pursuant to Rule 1- 14(a) (filed herewith)

Certification of Martin R. Benante, Chairman and@End Glenn E. Tynan, Chief Financial Officer, Puarg to 18 U.S.C. Section 1350 (fi
herewith).

*Indicates contract or compensatory plan or arrameye
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Description

Deducted from assets to which they ap

Yearended December 31,20
Reserves for inventory obsolescel
Reserves for doubtful accounts ¢
notes

Total

Yearended December 31, 20
Reserves for inventory obsolescel
Reserves for doubtful accounts ¢
notes

Total

Yearended December 31, 20
Reserves for inventory obsolesce!
Reserves for doubtful accounts ¢
notes

Total

Notes:

CURTISS-WRIGHT CORPORATION and SUBSIDIARIES
SCHEDULE Il — VALUATION and QUALIFYING ACCOUNTS
for the years ended December 31, 2007, 2006, a8 20
(In thousands)

Additions
Balance a Charged to Charged tc
Beginning Costs an( Other Account
of Period Expense: (Describe;
$ 26,15. % 8,44¢ % 3,450 &)
5,38¢ 2,32( (689) (a)
$ 31,54 $ 10,76¢ $ 2,58t
$ 25377 % 5657 $ 338
5,45¢ 1,26¢ 17¢ @
$ 30,83C $ 6,92¢ $ 517
$ 26,27¢  $ 3,70 $ 772 (»)
4,012 1,161 1,01¢ ()
$ 30,28 $ 486 $ 1,791

(A) Primarily amounts acquired from business corabons and currency translation adjustments.

(B) Write-off and sale of obsolete inventory.

(C) Write-off of bad debt and collections on praisty reserved accounts.
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Deductions
(Describe)
$ 7,052
1,67°
$ 8,54¢
$ 5,22(
1,512
$ 6,732
$ 5,371
73¢
$ 6,11(

(8)

©

(8)

©

(®)

©

Balance a
End of
Period
$ 30,99¢
5,347
$ 36,34¢
$ 26,15:
5,38¢
$ 31,54:
$ 25,371
5,45¢
$ 30,83




SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, the Regyigthas duly caused this report to be signedsobahalf b
the undersigned, thereunto duly authorized.

CURTISS-WRIGHT CORPORATION
(Registrant,

Date: February 22, 200 By: /s/ Martin R. Benant
Martin R. Benantt
Chairman and CE(

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of the Registr@nd ir
the capacities and on the dates indicated.

Date: February 22, 200 By: /s/ Glenn E. Tyna
Glenn E. Tynar
Chief Financial Office

Date: February 22, 200 By: /s/ Kevin McClurg
Kevin McClurg
Controller

Date: February 22, 200 By: /s/ Martin R. Benant
Martin R. Benantt
Director

Date: February 22, 200 By: /s/ James B. Busey |
James B. Busey I'
Director

Date: February 22, 200 By: /s/ S. Marce Fulle
S. Marce Fulle
Director

Date: February 22, 200 By: /s/ Allen A. Kozinski
Allen A. Kozinski
Director

Date: February 22, 200 By: /s/ Carl G. Miller
Carl G. Miller
Director

Date: February 22, 200 By: /s/ William B. Mitchell
William B. Mitchell
Director

Date: February 22, 200 By: /s/ John R. Myer
John R. Myer:
Director

Date: February 22, 200 By: /s/ William W. Sihlet
William W. Sihler
Director

Date: February 22, 200 By: /s/ Albert E. Smitt
Albert E. Smith
Director
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Recitals:

CURTISS-WRIGHT CORPORATION
RETIREMENT PLAN
As Amended and Restated effective January 1, 2001

THIRTEENTH INSTRUMENT OF AMENDMENT

1. Curtiss-Wright Corporation ("the Company") has heretofore adopted the Curtiss- Wright Corporation Retirement Plan (“the Plan").

2. The Company caused the Plan to be amended and restated in its entirety, effective as of January 1, 2001, and has since caused the Plan to
be further amended.

3. Subsequent to the most recent amendment of the Plan, it has become necessary to further amend the Plan for the Pension Protection Act of
2006 (“PPA”") changes, Union benefit rates, and acquisitions.

4. Sections 12.01 and 12.02 of the Plan permit the Company to amend the Plan, by written instrument, at any time and from time to time.

Amendment to the Plan:

For the reason set forth in the Recitals to this Instrument of Amendment, the Plan is hereby amended in the following respects:

1.

Section 5.01(a) is amended effective January 1, 2008, as follows:

The existing vesting schedule will be replaced with a vesting schedule providing for three-year vesting for the Normal Retirement Benefit
under Section 6.01 and will read as follows:

“IF VESTING YEARS OF THE PARTICIPANT'S
SERVICE AS OF THE DATE NONFORFEITABLE
OF TERMINATION EQUAL: PERCENTAGE IS

Less than 3 0%
3 or more 100%”

Section 5.01(b) is amended effective January 1, 2008, as follows:

The existing vesting schedules in paragraphs (i) and (ii) will be replaced with a vesting schedule providing for three-year vesting for the
Normal Retirement Benefit derived from Cash Balance Account as determined under Article 4 and will read as follows:




“IF VESTING YEARS OF THE PARTICIPANT'S

SERVICE AS OF THE DATE NONFORFEITABLE
OF TERMINATION EQUAL: PERCENTAGE IS:
Less than 3 0%
3 or more 100%”

Section 7.08 is amended effective April 1, 2007, adding paragraph “c” defining “distributee” for the purposes of Section 7.08 and
permitting non-spouse beneficiaries the ability to rollover distributions from the Plan:

“(c) Distributee means an employee or former employee. In addition, solely for purposes of paragraph (a) above, the employee’s or
former employee’s surviving spouse, the employee’s or former employee’s spouse or former spouse who is the alternate payee under a
qualified domestic relations order as defined in Section 414(p) of the Code are distributees with regard to the interest of the spouse or
former spouse, or a non-spouse beneficiary.”

Section 9.02(a) is amended to update benefits provided under certain Collective Bargaining Agreements as follows:

a. Paragraph 9.02(a)(v) is amended to update benefits provided to Target Rock Corporation Section by adding the following sub-
paragraphs at the end thereof:

“(P) $36.00 multiplied by his years of Credited Service with Curtiss- Wright Flow Control Corporation on or after January 1, 2007,
for any pension payments due for months commencing on or after January 1, 2007.

(Q) $38.00 multiplied by his years of Credited Service with Curtiss- Wright Flow Control Corporation on or after January 1, 2008,
for any pension payments due for months commencing on or after January 1, 2008.

(R) $41.00 multiplied by his years of Credited Service with Curtiss- Wright Flow Control Corporation on or after January 1, 2009,
for any pension payments due for months commencing on or after January 1, 2009.”

b. Paragraph 9.02(a)(vi) is amended to update benefits provided to Metal Improvement Company, Inc.-Columbus Division Section by
adding the following sub-paragraph at the end thereof:

“(D) With benefits commencing on or after January 1, 2005, $28.00 multiplied by his Years of Credited Service on or after
January 1, 2005, or any pension payments due for months commencing after January 1, 2005.”

c. Paragraph 9.02(a)(vii) is amended to update benefits provided to Metal Improvement Company, Inc.-Vernon Division Section by
adding the following sub-paragraphs to the end thereof:

“( E) With benefits commencing on or after January 1, 2005, $12.50 multiplied by his Years of Credited Service on or after
January 1, 2005, for any pension payments due for months commencing on or after January 1, 2005.

(F) With benefits commencing on or after January 1, 2006, $15.00 multiplied by his Years of Credited Service on or after
January 1, 2006, for any pension payments due for months commencing on or after January 1, 2006.”

d. Paragraph 9.02(a)(ix) is amended to update benefits provided to Metal Improvement Company, Inc.-Long Island Division
Section by adding the following sub-paragraphs to the end thereof:

“With benefits commencing on or after January 1, 2003, $6.00 multiplied by his years of credited service on or after
January 1, 2003, for any pension payments due for months commencing on or after January 1, 2003.

With benefits commencing on or after January 1, 2006, $9.00 multiplied by his years of credited service on or after
January 1, 2006, for any pension payments due for months commencing on or after January 1, 2006.”

e. Paragraph 9.02(a)(xi) is amended to update benefits provided to Metal Improvement Company, Inc.-Lynwood Division Section,
by adding the following sub-paragraphs at the end thereof:

“With benefits commencing on or after January 1, 2007, $10.00 multiplied by his years of credited service on or after
January 1, 2007, for any pension payments due for months commencing on or after January 1, 2007.

With benefits commencing on or after January 1, 2010, $14.00 multiplied by his years of credited service on or after
January 1, 2010, for any pension payments due for months commencing on or after January 1, 2010.”

Section 9.02(e) is amended effective January 1, 2008 as follows:

a. Paragraph 9.02(e)(iii) is amended to replace “55%" with “100%".



b. A new paragraph 9.02(e)(vi) is added as follows:




“In the event the Normal form survivor benefit provided for in paragraph 9.02(e)(iii) is properly waived, the benefit payable to a
Participant shall be the Actuarial Equivalent of the retirement benefit otherwise payable to the Participant in the form of a Life
Annuity. A Participant may, in the form and manner prescribed by the Committee, further elect the following optional form of
payment:

a monthly benefit payable to the Participant for his or her lifetime and for the further lifetime of such surviving Spouse
equal to fifty percent (50%) of the reduced amount of such Participant's monthly pension benefit as determined in
accordance with Section 9.02(a) of the Plan.”

6. Schedule J is amended to be updated for certain acquisitions of the Curtiss-Wright Corporation whose Employees are eligible to
participate in this Plan:

a.

Paragraph 26 is amended to add this second paragraph as follows:

“Effective January 1, 2008 Nova Machine Products Corp. employees will be eligible to participate in the Cash Balance Account as
described in Article 4.”

Paragraph 29 is added effective January 1, 2008 to read as follows:

“29. IMC Magnetics Corporation

a.

Notwithstanding any provision in this Plan to the contrary, the following rules shall apply to an Employee whose immediate
prior service was with IMC Magnetics Corporation and who was employed by such entity at such date:

0

(ii)

Such an Employee shall be eligible to participate in the Plan as of the Entry Date coinciding with or next following the
date he or she completes his or her Year of Eligibility Service, which Year of Eligibility Service shall include such prior
service, and shall remain eligible so long as he or she continues to satisfy the eligibility requirements in Section 2.01(b)
(i) and (i), provided, however, that such an Employee shall not accrue any benefits under the Plan, except for benefits
determined in accordance with Article 4.

For purposes determining Vesting Years of Service, his or her period of such prior service determined from his or her
latest date of hire with IMC prior to its acquisition by Curtiss-Wright Corporation shall be included.

Notwithstanding any provision in this Plan to the contrary, an Employee at the operations and facilities acquired by the
Employer in its acquisition of IMC Magnetics Corporation, who is not an Employee described in paragraph (a), shall be eligible
to become a Participant in accordance with Section 2.01(b), but shall not accrue any benefits under the Plan, except for
benefits determined in accordance with Article 4.”

C.

d.

Paragraph 30 is added effective May 9, 2007 to read as follows:

“30. Scientech LLC.

(@)

(b)

Notwithstanding any provision in this Plan to the contrary, the following rules shall apply to an Employee hired on May
9, 2007 whose immediate prior service was with Scientech LLC. and who was employed by such entity at such date:

()  Such an Employee shall be eligible to participate in the Plan as of the Entry Date coinciding with or next following
the date he or she completes his or her Year of Eligibility Service, which Year of Eligibility Service shall include
such prior service, and shall remain eligible so long as he or she continues to satisfy the eligibility requirements in
Section 2.01(b)(i) and (i), provided, however, that such an Employee shall not accrue any benefits under the
Plan, except for benefits determined in accordance with Article 4.

(i) For purposes determining Vesting Years of Service, his or her period of such prior service determined based on
all periods of employment with Scientech LLC prior to its acquisition by Curtiss-Wright Corporation shall be
included.

Notwithstanding any provision in this Plan to the contrary, an Employee at the operations and facilities acquired by the
Employer in its acquisition of Scientech LLC., who is not an Employee described in paragraph (a), shall be eligible to
become a Participant in accordance with Section 2.01(b), but shall not accrue any benefits under the Plan, except for
benefits determined in accordance with Article 4.”

Paragraph 31 is added effective June 1, 2007 to read as follows:

“31. Valve Systems and Controls



(@)

Notwithstanding any provision in this Plan to the contrary, the following rules shall apply to an Employee hired on June

1, 2007 whose immediate prior service was with Valve Systems and Controls and who was employed by such entity at
such date:

()  Such an Employee shall be eligible to participate in the Plan as of the Entry Date coinciding with or next following
the date he or she completes his or her Year of Eligibility Service, which Year of Eligibility Service shall include

such prior service, and shall remain eligible so long as he or she continues to satisfy the eligibility requirements in
Section




(b)

2.01(b)(i) and (ii), provided, however, that such an Employee shall not accrue any benefits under the Plan,
except for benefits determined in accordance with Article 4.

(i)  For purposes determining Vesting Years of Service, his or her period of such prior service determined from his
or her latest date of hire with Valve Systems and Controls prior to its acquisition by Curtiss-Wright Corporation
shall be included.

Notwithstanding any provision in this Plan to the contrary, an Employee at the operations and facilities acquired by the
Employer in its acquisition of Valve Systems and Controls, who is not an Employee described in paragraph (a), shall
be eligible to become a Participant in accordance with Section 2.01(b), but shall not accrue any benefits under the
Plan, except for benefits determined in accordance with Article 4.”




The following amendments are to the EMD component of the Plan (merged into the Curtiss-Wright Retirement Plan as of January 1, 2007). The
numbering is that of the plan document covering the EMD component of the Plan.

7. Section 10(c) is amended effective January 1, 2008 by adding a paragraph “5” which adds a 50% Joint & Survivor Annuity option:

“5. 50% Joint & Survivor Annuity — A reduced amount payable monthly for his life with the provision that upon his death an
amount equal to 50% of such reduced amount shall be paid monthly for the life of his Joint Annuitant.

This optional form of benefit is not available to any Employees represented by a labor organization or other representative
who has entered into a written agreement with an Employer providing for participation in this Plan by the Employees in such
unit until such unit(s) agree to it in writing, which written agreements will be incorporated herein by reference thereto. ”

8. Section 10(k)(1) is amended effective April 1, 2007, to permit non-spouse beneficiaries the ability to rollover distributions from the
Plan by changing the definition of “Distributee” to read as follows:

“1. “Distributee” means an Employee or former Employee. In addition, solely for purposes of paragraph (2) below, the
Employee’s or former Employee’s Surviving Spouse, the Employee’s or former Employee’s spouse or former spouse who is
the alternate payee under a qualified domestic relations order as defined in Section 414(p) of the Code are distributees with
regard to the interest of the spouse or former spouse, or a non-spouse beneficiary. ”

Except to the extent amended by this Instrument of Amendment, the Plan shall remain in full force and effect.

Curtiss -Wright Corporation
Retirement Plan Committee

By:

Date:




Exhibit 21
Subsidiaries of the Registrant

The information below is provided, as of DecemberZ007 with respect to the subsidiaries of theifeamt, all of which are wholly owned by the Corgibon
directly or indirectly. The names of certain inaetisubsidiaries and other consolidated subsidiafitise Registrant have been omitted because sumdidsarie:
would not constitute a significant subsidiary, widually or in the aggregate.

Organized Unde

Name the Laws of
Curtis«-Wright Flow Control Corporatio New York
Curtiss-Wright Controls, Inc Delaware
Metal Improvement Company, LL Delaware
Curtis«-Wright Electr-Mechanical Corporatio Delaware
Penny & Giles Controls Limite England
Curtis«-Wright Antriebstechnik Gmbt Switzerlanc
Vista Controls, Inc California
Autronics Corporatiol Delaware
Curtis«-Wright Flow Control Company Cana Nova Scotie
Peerless Instrument Co., Ir New York
Dy 4, Inc. Delaware
Synergy Microsystems, In California
Primagraphics (Holdings) Limite U.K.
Novatronics, Inc Ontario
Systran Corporatio Ohio




Exhibit 22
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference inifegion Statement Nos. 33-65073, 33-06329, 33946 33-126541, and 33-126543 on Forn8,S-
Registration Statement No. 33-61785 on Form S-8%8dand Registration Statement Nos. 33-11398538nt19589 on Form 8-of our reports dated Febru
26, 2008, relating to the consolidated financiatehnents and financial statement schedule of Gaiisght Corporation and subsidiaries (which repomresse
an unqualified opinion and includes an explanapasagraph regarding the Company’s adoption of Bte¢ of Financial Accounting Standard (SFAS) N 12
(R) Share-Based Payment on January 1, 2006 and $f®A358, Employers’ Accounting for Defined Bendfiension and Other Postretirement Plaren—
Amendment of FASB Statements No. 87, 88, 106 ar&{R)3as of December 31, 2006 and FASB Interpretallo. 48, Accounting for Uncertainty in Inco
Taxes —An Interpretation of FASB Statement No. 109 on Zamul, 2007) and the effectiveness of internal mdrdgver financial reporting, appearing in 1
Annual Report on Form 10-K of Curtiss-Wright Coration and subsidiaries for the year ended DeceBibe2007.

/sl Deloitte & Touche LLP

Parsippany, New Jersey
February 26, 2008




Exhibit 31.1
Certifications
I, Martin R. Benante, certify that:
1. | have reviewed this Annual Report on Form 10-kCoftiss-Wright Corporation;

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#téde a material fact necessary to make the state
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this repc

3. Based on my knowledge, the financial statement,adiner financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskeintéhis report

4. The registrans other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cdstemd procedures (as defined in Exch:
Act Rules 13a-15(e) and 15d-15(e)) and internaltrobrover financial reporting (as defined in ExcganAct Rules 13a-15(f) and 13df)) for the
registrant and hav

a) Designed such disclosure controls and procedurezsused such disclosure controls and proceduriees tiesigned under our supervision, to er
that material information relating to the registraimcluding its consolidated subsidiaries, is m&mewn to us by others within those entit
particularly during the period in which this rep@teing preparec

b)  Designed such internal control over financial réipgr, or caused such internal control over finahgorting to be designed under our supervi:
to provide reasonable assurance regarding thebiledjaof financial reporting and the preparatiofiflancial statements for external purpose
accordance with generally accepted accounting iples;

c) Evaluated the effectiveness of the registnisclosure controls and procedures and presémtiis report our conclusions about the effectas
of the disclosure controls and procedures, aseoétid of the period covered by this report basesueh evaluation; ar

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrastiost recent fisc
quarter (the registrarg’fourth fiscal quarter in the case of an annyadrg that has materially affected, or is reasopdikély to materially affect, tt
registran’s internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosédsed on our most recent evaluation of internatrob over financial reporting, to t
registran’s auditors and the audit committee of the regit's board of directors (or persons performing thevedent functions)

a) Allsignificant deficiencies and material weaknesgethe design or operation of internal contratiofinancial reporting which are reasonably lit
to adversely affect the registr’s ability to record, process, summarize and refpmancial information; an

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significéatin the registrang’internal control ovt
financial reporting

February 22, 2008

/s/ Martin R. Benante
Martin R. Benante
Chairman and Chief Executive Officer




Exhibit 31.z
Certifications
I, Glenn E. Tynan, certify that:
1. | have reviewed this Annual Report on Form 10-kCoftiss-Wright Corporation;

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#téde a material fact necessary to make the state
made, in light of the circumstances under whicthsstatements were made, not misleading with regpebe period covered by this repc

3. Based on my knowledge, the financial statement,adiner financial information included in this repdairly present in all material respects theaficia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskeintéhis report

4. The registrans other certifying officer(s) and | are responsitoleestablishing and maintaining disclosure cdstemd procedures (as defined in Exch:
Act Rules 13a-15(e) and 15d-15(e)) and internaltrobrover financial reporting (as defined in ExcganAct Rules 13a-15(f) and 13df)) for the
registrant and hav

a) Designed such disclosure controls and procedurezsused such disclosure controls and proceduriees tiesigned under our supervision, to er
that material information relating to the registraimcluding its consolidated subsidiaries, is m&mewn to us by others within those entit
particularly during the period in which this rep@teing preparec

b)  Designed such internal control over financial réipgr, or caused such internal control over finahgorting to be designed under our supervi:
to provide reasonable assurance regarding thebiledjaof financial reporting and the preparatiofiflancial statements for external purpose
accordance with generally accepted accounting iples;

c) Evaluated the effectiveness of the registnisclosure controls and procedures and presémtiis report our conclusions about the effectas
of the disclosure controls and procedures, aseoétid of the period covered by this report basesueh evaluation; ar

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrastiost recent fisc
quarter (the registrarg’fourth fiscal quarter in the case of an annyadrg that has materially affected, or is reasopdikély to materially affect, tt
registran’s internal control over financial reporting; &

5. The registrans other certifying officer(s) and | have disclosédsed on our most recent evaluation of internatrob over financial reporting, to t
registran’s auditors and the audit committee of the regit's board of directors (or persons performing thevedent functions)

a) Allsignificant deficiencies and material weaknesiethe design or operation of internal contra¢iofinancial reporting which are reasonably likely
to adversely affect the registr’s ability to record, process, summarize and refpmancial information; an

b)  Any fraud, whether or not material, that involveammagement or other employees who have a significéain the registrant’s internal control over
financial reporting

February 22, 2008

/s/ Glenn E. Tynan
Glenn E. Tynan

Chief Financial Officer




Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350

In connection with the Annual Report of Curtiss-git Corporation (the “Company”) on Form KOfor the period ended December 31, 2007 as fil@t tine
Securities and Exchange Commission on the dateh@he “Report”),Martin R. Benante, as Chairman and Chief Execu@iffecer of the Company, and Gle
E. Tynan, as Chief Financial Officer of the Compaggch hereby certifies, pursuant to 18 U.S.Cimedt350, that to the best of his knowledge:

(1)  The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeok 1934; and

(2)  The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of the Company.

/s/ Martin R. Benante

Martin R. Benante

Chairman and Chief Executive Officer
February 22, 2008

/s/ Glenn E. Tynan
Glenn E. Tynan

Chief Financial Officer
February 22, 2008




