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Products for Every Lifestyle

Duckwall-ALCO Stores, Inc. is a regional 
retailer that specializes in offering an exceptional 
product selection at reasonable prices to smaller 
communities throughout the central United States. 
Our specialty is delivering those products with the 
friendly, personal service found in the stores of 
yesteryear, but with the modern convenience our 
customers have come to expect. 

With more than 250 stores across 21 states, we 
are proud to have continually provided high quality 
products at good value prices to our customers 
for 105 years.



Men’s, Women’s & Kids’ Apparel 
Automotive | Candy, Snacks & Food 
Crafts & Fabrics | Domestics | Electronics,  
Video & Audio | Furniture | Gifts | Hardware  
Health and Beauty Aids | Housewares 
Jewelry | Lawn and Garden | Pet Supplies 
Seasonal Items | Shoes and Hosiery 
Sporting Goods | Stationery | Toys



Duckwall-ALCO Stores is a different company than it was one year ago. Fiscal 2006 was a year  

of transition and a time for finalizing a number of initiatives launched in Fiscal 2005. We have made  

considerable progress, and I am pleased with where Bruce and his team have taken the company.  

I look forward to Fiscal 2007 being a year in which we lay the foundation for future growth.

Fiscal 2006 Financial Performance

We knew going into Fiscal 2006 that many of our initiatives would have a negative impact on earnings. 

Cleaning up old inventory, significantly reducing corporate overhead, closing underperforming stores 

and launching a complete overhaul of our information technology (IT) systems all affected the bottom 

line in the first three quarters of the year. It was a painful process, but we took the necessary steps  

to position the company for future growth. As we moved into the fourth quarter, we began to see the 

positive results of our efforts along with improved comparable store performance. 

Although I am pleased with our progress, we cannot rest on our laurels. We must remain focused on 

continuing to make improvements in all aspects of the business.

Fiscal 2007 Focus

Your Board has been active in evaluating and approving the Company’s Fiscal 2007 operating plan. 

Ensuring the execution of the plan will be your Board’s primary focus during Fiscal 2007. You can expect 

the Company to be focused on efforts to improve comparable store sales and bottom line contribution, 

evaluation of new store performance and return on investment (ROI) relative to pro forma expectations, 

expense control and successful implementation of the IT initiative.

Stock Performance and Share Repurchase 

During Fiscal 2006 we repurchased 729,861 shares of stock at an average price of $20.54. With our 

repurchase program and our transition initiatives started a little over a year ago, the stock price has 

increased more than 40 percent and the market capitalization of the Company has increased over 

$20.0 million. We plan to continue our stock repurchase program as opportunities arise. 

Shareholder Communication

We continue our commitment to making our public communication more useful to our shareholders 

and we value the feedback we have received on those efforts. In addition to our shareholder communi-

cations, this year we will focus on generating analyst coverage of the Company.

Board Performance and Accountability

We understand our job, as your Board, is to protect and enhance your shareholder value and rights.  

As Chairman, I expect an active and knowledgeable Board. We must perform at a high level if we 

expect the Company to do the same. Ultimately, maximizing shareholder value is how this or any 

Board’s performance will be judged. 

Thank you for the trust and confidence you have placed in our Company. 

Warren H. Gfeller

Chairman of the Board

Letters from the Chairman and 
the President & Chief Executive Officer

Warren H. Gfeller
Chairman of the Board



Since I joined the Company one year ago, we’ve come a long way. 

Although I’m pleased with what we’ve accomplished, there is much more 

to do. We are moving ahead with confidence and staying focused on our 

vision to transform Duckwall-ALCO Stores into a more competitive retailer.

Looking forward, many of the initiatives launched in Fiscal 2005 will 

continue into this year and beyond. These initiatives lay the foundation for the Company’s five-year plan 

and will allow us to accelerate organic same store growth and initiate new sales growth through new 

store developments. 

Information Technology Upgrade

One of the major initiatives underway this year is a technology upgrade in all facets of our business. 

We are refreshing all the existing technology hardware and software in our stores, which will improve 

the customer experience, operational efficiencies and real-time merchandising information. 

New Merchandise

Following a complete review of all our key merchandising areas, we are in the process of developing 

the right merchandise strategy that combines innovation, design and value. Specific merchandise 

efforts that we are focusing on and will continue to improve include:

•  Adjusting our merchandise mix to more readily bring in new items and new categories that we 

believe our customers desire. 

• Expanding our offerings of consumer electronics. 

•  Presenting a more fashion-forward offering in our apparel departments, particularly ladies’ wear.

Existing Stores

Improvements continue in our efforts to make our stores a better place to shop. We are committed  

to increasing same store sales by increasing store traffic, customer conversion and higher average 

purchase dollars. We want every shopping experience to be a positive one, so with a commitment  

to exciting new merchandise, an improved stock position, enhanced customer service and ease of 

shopping, we are confident our customers will enjoy their visits to our stores and return on a more 

frequent basis. 

New Stores

As part of our future growth strategy, the Company has formulated a model store plan for our ALCO 

stores based on a standard 18,224-square-foot store. We estimate sales of $2.14 million in the first  

full year of operations and a four percent sales growth per year. All four of our recently opened stores 

are trending above projection with an average annualized volume of $2.7 million. We believe there are 

opportunities for profitable growth by using disciplined site selection and we have plans to open  

10 more ALCO stores in the first half of Fiscal 2007. 

Outlook

I hope you’ll agree that great things are happening at Duckwall-ALCO Stores. Our dedicated employ-

ees are leading the way every day—making a difference in their Company’s success and in their 

communities. It is an exciting time of change and growth for our Company, and I am thrilled to be part 

of this great team. Our decisions and actions underscore our commitment to become a destination  

of choice for our customers and a profitable investment for our shareholders.

Bruce C. Dale

President and CEO

Bruce C. Dale 
President and CEO
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In Fiscal 2007, we will complete a major technology upgrade throughout 

all of our stores. The result will be an enhanced customer experience, 

plus a positive impact on both sales and margins.

A major technology upgrade is currently underway that incorporates all facets of our business. The 

capital for this project is estimated at $15 million. With the assistance of a consulting firm specializing 

in retail technology, it was estimated that a five-year return on investment for this upgrade will be 

approximately $37.2 million. 

We are pleased to partner in this initiative with some of the finest retail technology vendors in the 

industry. We are refreshing all the existing hardware and software technology including point of sale 

registers, signature capture/debit PIN entry terminals, wireless terminals and printers, back office 

computing and communication. This will help us improve both margin and sales by enabling the 

Company to make market-based decisions while improving in-stock product selection, creating savings 

in overhead, enhancing store employee productivity and providing better control of shrink.

Net Sales
from Continuing Operations

Stock Price
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Corporate Information

Independent Auditors
KPMG LLP
Two Central Park Plaza 
Suite 1501 
Omaha, NE 68102 
(402) 661-5200

Stock Transfer Agent
UMB Bank, N.A.
928 Grand Avenue
Securities Transfer Division 
5th Floor
Kansas City, MO 64106
(800) 884-4225

Copy of Form 10-K
A copy of the Company’s Annual Report 
on Form 10-K, as filed with the Securities 
and Exchange Commission for the year-
end January 29, 2006, including audited 
financial statements, is included in this 
Annual Report. Additional copies are 
available upon request. 

Requests should be directed to:
Charles E. Bogan
Duckwall-ALCO Stores, Inc.
401 Cottage Avenue
Abilene, KS 67410-2832 

Common Stock
Common Stock is traded on the 
NASDAQ National Market under the 
symbol DUCK.

Corporate Headquarters
Duckwall-ALCO Stores, Inc.
401 Cottage Avenue
Abilene, KS 67410-2832
(785) 263-3350
www.alcostores.com

Annual Meeting
The annual meeting of shareholders will 
be held at 10:00 a.m. CDT on Tuesday 
May 23, 2006 at the principal executive 
offices of the Company, located at  
401 Cottage Avenue, Abilene, KS.

Shareholder Relations
For help with questions about the  
company, or for additional corporate 
information, please contact:

Duckwall-ALCO Stores, Inc.
401 Cottage Avenue
Abilene, KS 67410-2832
(785) 263-3350
www.alcostores.com

Officers
Bruce C. Dale 
President & Chief Executive Officer

James E. Schoenbeck
Senior Vice President 
Real Estate & Human Resources

John R. Sturdivant
Senior Vice President
Stores

Charles E. Bogan
Vice President & Corporate Secretary

Tom L. Canfield, Jr.
Vice President  
Administration & Distribution

Michael S. Marcus
Vice President & Chief Financial Officer

Tony C. Corradi
Vice President & Chief  
Technology Officer 

Michael J. Gawin
Vice President
Divisional Merchandise Manager—
Softlines

Robert E. Swartz, Jr.
Vice President
Divisional Merchandise Manager— 
Hardlines

Chairman of the Board of Directors
Warren H. Gfeller
Private Investor

Directors
Dennis E. Logue
Ledyard National Bank 
Chairman of the Board

Jeffrey J. Macke
JKM Investments 
Partner

Lolan C. Mackey
Diversified Retail Solutions  
Partner

Dennis A. Mullin
Steel & Pipe Supply Company 
President & CEO

Robert L. Ring
Consultant 



Duckwall-ALCO Stores, Inc.
401 Cottage Avenue
Abilene, Kansas 67410-2832
www.alcostores.com




