Edgar Filing: DOVER CORP - Form 10-K

DOVER CORP
Form 10-K
February 28, 2007



Edgar Filing: DOVER CORP - Form 10-K

Table of Contents

UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2006
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File No. 1-4018

Dover Corporation
(Exact name of Registrant as specified in its charter)

Delaware 53-0257888
(State of Incorporation) (LR.S. Employer
Identification)
280 Park Avenue, 10017
New York, NY (Zip Code)

(Address of principal executive offices)

(Registrant s telephone number)
(212) 922-1640

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered
Common Stock, par value $1 New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yesp Noo

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the
Act. Yeso Nop
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yesp Noo

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements

incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. b

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12-b-2 of the Securities Exchange Act.

Large accelerated filer p  Accelerated filer o Non-accelerated filer o

Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Securities
Exchange Act). Yeso Nob
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The aggregate market value of the voting and non-voting common stock held by non-affiliates of the registrant as of
the close of business June 30, 2006 was $10,010,284,222. The registrant s closing price as reported on the New York
Stock Exchange-Composite Transactions for June 30, 2006 was $49.43 per share.

The number of outstanding shares of the registrant s common stock as of February 22, 2007 was 204,703,863.
Documents Incorporated by Reference:

Part II  Certain Portions of the Proxy Statement for Annual Meeting of Stockholders to be Held on April 17, 2007
(the 2007 Proxy Statement ).

Special Notes Regarding Forward-Looking Statements

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Securities Act of
1933, as amended, the Securities Exchange Act of 1934, as amended, and the Private Securities Litigation Reform Act
of 1995. Such statements relate to, among other things, income, earnings, cash flows, changes in operations, operating
improvements, industries in which Dover companies operate and the U.S. and global economies. Statements in this
Form 10-K that are not historical are hereby identified as forward-looking statements and may be indicated by words
or phrases such as anticipates, supports, plans, projects, expects, believes, should, would, could,
management is of the opinion, use of the future tense and similar words or phrases. Forward-looking statements are
subject to inherent uncertainties and risks, including among others: increasing price and product/service competition
by foreign and domestic competitors including new entrants; the impact of technological developments and structural
market changes on Dover companies, particularly the companies in Dover s Electronics and Technologies segments;
the ability to continue to introduce competitive new products and services on a timely, cost-effective basis; changes in
the cost or availability of raw materials, particularly metal; changes in customer demand; the extent to which Dover
companies are successful in expanding into new geographic markets, particularly outside of North America; the
relative mix of products and services which impacts margins and operating efficiencies; short-term capacity restraints;
the achievement of lower costs and expenses; domestic and foreign governmental and public policy changes including
environmental regulations and tax policies (including domestic and foreign export subsidy programs, R&E credits and
other similar programs); unforeseen developments in contingencies such as litigation; protection and validity of patent
and other intellectual property rights; the success of the Company s acquisition program; the cyclical nature of the
business of some of Dover s companies; the impact of natural disasters, such as hurricanes; global energy markets; and
continued events in the Middle East and possible future terrorist threats and their effect on the worldwide economy. In
addition, such statements could be affected by general industry and market conditions and growth rates, and general
domestic and international economic conditions including interest rate and currency exchange rate fluctuations. In
light of these risks and uncertainties, actual events and results may vary significantly from those included in or
contemplated or implied by such statements. Readers are cautioned not to place undue reliance on such
forward-looking statements. These forward-looking statements speak only as of the date made. The Company
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, except as required by law.

The Company may, from time to time, post financial or other information on its Internet website,
www.dovercorporation.com. The Internet address is for informational purposes only and is not intended for use as a
hyperlink. The Company is not incorporating any material on its website into this report.
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PART I

Item 1. Business
Overview

Dover Corporation ( Dover orthe Company ), incorporated in 1947 in the State of Delaware, became a publicly traded
company in 1955. It is a diversified industrial manufacturing corporation encompassing operating companies that
manufacture a broad range of specialized industrial products and components as well as sophisticated manufacturing
equipment, and seek to expand their range of related services, consumables and wear parts sales. Additional

information is contained in Items 7 and 8.

The Company reports its results in six reportable business segments  Diversified, Electronics, Industries, Resources,
Systems and Technologies, and discusses their operations in 13 groups, which are each comprised of two or more
business units. Diversified builds products for use in the defense, aerospace and automotive aftermarket industries,
heat transfer equipment, specialized bearings, construction and agricultural cabs, as well as color measurement and
control systems for printing presses. Electronics designs and manufactures a wide variety of electronic and
electromechanical components for original equipment manufacturers ( OEMs ) serving numerous end markets
including hearing aids, telecom infrastructure and cell phones, defense and aerospace electronics, and medical/life
sciences. In addition, this segment manufactures ATM hardware and software for retail applications and financial
institutions, and chemical proportioning and dispensing systems for janitorial/sanitation applications. Industries
produces equipment and components for use in waste handling, bulk transport and automotive service industries.
Resources manufactures products primarily for the petroleum and natural gas, automotive fueling, fluid handling,
engineered components, material handling and chemical equipment industries. Systems manufactures refrigeration
systems, display cases, walk in coolers, food service cooking equipment and other products for the
supermarket/restaurant industries. In addition, this segment manufactures specialized machinery for use in the
beverage and food processing industries. Technologies builds sophisticated automated imaging and testing equipment
for the electronics industry, and industrial printers and consumables for coding and marking.

Business Strategy

The Company operates with certain fundamental strategies. First, it seeks to acquire and own businesses with
proprietary, engineered industrial products which make them leaders in the niche markets they serve. To ensure
success, Dover companies place emphasis on new product development to better serve customers and expansion into
new markets to serve new customers. Second, it expects these businesses to be committed to operational excellence
and all of Dover s operating companies are expected to be market leaders as measured by market share, customer
service, innovation, profitability and return on invested capital. Third, the Company is committed to a highly
autonomous operating culture with high ethical standards, trust, respect and open communication, to allow individual
growth and operational effectiveness.

Management Philosophy

The Company practices a highly decentralized management style. The presidents of the operating companies, within
the 13 groups, are given a great deal of autonomy and have a high level of independent responsibility for their
businesses and their performance. This is in keeping with the Company s operating philosophy that independent
operations are better able to serve customers by focusing closely on their products and markets, and reacting quickly
to customer needs. The Company s executive management role is to provide management oversight, allocate and
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manage capital, assist in major acquisitions, evaluate, motivate and, as necessary, replace operating company
management, and also provide selected other services.

Acquisitions

Dover has a long-standing acquisition program that seeks to acquire and develop platform businesses that are market
leaders as measured by market share, customer service, innovation, profitability and return on invested capital. Ideal
acquisition candidates are generally manufacturers of high value-added, engineered products sold to a broad customer
base of industrial or commercial users. One of the most critical factors in the decision to acquire a

2

Table of Contents 7



Edgar Filing: DOVER CORP - Form 10-K

Table of Contents

business is the Company s judgment of the skill, energy, ethics and compatibility of the top executives at the
acquisition target. In keeping with the Company s decentralized structure, Dover generally expects that acquired
companies will continue to be operated by the management team in place at acquisition, with a high degree of
autonomy. During the period from 2004 through 2006, the Company significantly increased the level of acquisition
spending, buying 25 businesses with an aggregate cost of $2,709.0 million. Annualized revenue of these companies
were $1,600.0 million as of their date of acquisition with projected annualized operating margins in the range of 15%.
Dover also changed its focus towards acquiring fewer larger businesses with better growth characteristics.

The Company has traditionally focused on acquiring new businesses that can operate independently from other Dover
companies ( stand-alones ). Beginning in 1993, the Company began increasing the number of add-on businesses it
acquired businesses that could be added on to existing Dover companies. In recent years, including 2006, the
Company has indicated an intention to buy larger stand-alones, while continuing to acquire add-on businesses to
enhance companies already owned.

In 2004, the Company acquired eight add-on businesses for an aggregate cost of $502.5 million. During 2005, the
Company acquired a total of ten businesses (eight add-ons) for an aggregate cost of $1,089.7 million. In 2006, Dover
acquired seven companies (five add-ons) for an aggregate cost of $1,116.8 million, the highest annual acquisition
investment level in its history.

For more details regarding acquisitions completed over the past two years, see Note 3 to the Consolidated Financial
Statements in Item 8. The Company s future growth depends in large part on finding and acquiring successful
businesses, as a substantial number of the Company s current businesses operate in relatively mature markets. While
the Company expects all of its businesses to generate annual organic growth of 5 7% over a business cycle, sustained
organic growth at these levels is difficult to achieve consistently each year.

Divestitures

While the Company generally expects to hold businesses that it buys, it periodically reassesses its portfolio of
businesses to verify that those businesses continue to be essential contributors to Dover s long-term growth strategy.
The Company will strategically divest operations that cannot meet Dover s long-term performance goals. In addition,
on occasion, there are situations in which one of Dover s companies is a very attractive acquisition for another
company based on specific market conditions. In those circumstances, Dover might make an opportunistic sale. Based
on these criteria, the Company has over the past six years discontinued 38 and sold 32 operations for an aggregate
pre-tax consideration of approximately $1,066 million.

In 2005, the Company announced a formal portfolio review, which was substantially completed in 2006, resulting in
the discontinuance of 20 businesses, of which 14 were sold by December 31, 2006. These actions have resulted in
aggregate pretax consideration of $605.2 million received for the businesses sold, which had annualized revenue of
approximately $1,055 million with approximately 5% operating margins. This process has improved the Company s
focus on key markets for long-term growth.

For more details, see the Discontinued Operations discussion below and Note 8 to the Consolidated Financial
Statements in Item 8.

Reportable Segments
The Company reports its results in six segments and discusses their operations in 13 groups. The segment structure is

primarily based on markets served and allows the management of each segment to focus its attention on particular
markets, to provide oversight capacity to acquire additional businesses and to foster leadership development. Below is
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a listing of each segment and the descriptions of each group therein. For additional financial information about Dover s
reportable segments, see Note 14 to the Consolidated Financial Statements in Item 8 of this Form 10-K.

3
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Diversified
Industrial Equipment

The Industrial Equipment group produces parts for vehicle markets, including boats, construction equipment,
automotive, powersports, aerospace and commercial airlines. Specifically, it fabricates operator cabs and rollover
structures for sale to OEM manufacturers in the construction, agriculture, and commercial equipment markets, and it
produces standard and custom high volume sheet metal enclosures for the electronics, telecommunications and
electrical markets. In addition, the group sells internal engine components and other engine accessories to the
motorsport and powersport markets that include high performance racing vehicles, motorcycles, all-terrain vehicles,
snowmobiles and watercraft. Products include forged and cast pistons, and connecting rods along with their
complementary components, including piston rings, bearings, gaskets, and a variety of other internal valve train and
engine components. The Industrial Equipment group also designs, manufactures, maintains and refurbishes fluid
control assemblies and structural components for the global aerospace and U.S. defense industries, selectively
supporting the full product life cycle from the original design and build through the aftermarket. It specializes in
complex fluid control assemblies with typical end-use applications such as submarines, aircraft control systems and
engine thrust reverser systems, land and amphibious utility vehicle actuation systems, helicopter rotary systems,
engine pneumatic ducting and cooling systems, aircraft environmental control systems, and general airframe and
engine components. The businesses share common customers throughout the commercial aerospace and defense
industries and sell directly to their end users: OEMs, airlines and government agencies.

Process Equipment

The Process Equipment group designs and manufactures copper-brazed compact heat exchangers, including heat
exchangers and design software for district heating and district cooling substations; bearings for certain rotating
machinery applications, including turbo machinery, motors and generators for use in the energy, industrial, utility,
naval and commercial marine industries. These product lines include polymer, ceramic and magnetic designs for
specific customer applications, as well as hydrodynamic bearing design applications. In addition, the group
manufactures color measurement and control systems for printing presses for the catalog, book, publication and
newspaper printing markets.

The Diversified segment has operations and manufacturing facilities in North America, Europe and Asia, and its
products are sold primarily in the Americas and Europe.

Electronics
Components

The Components group designs and manufactures advanced micro-acoustic components, precision frequency control,
sensor and hybrid product components and assemblies; provides quick disconnect couplings for use in a broad range
of fluid applications; and designs and manufactures specialty ceramic, high-voltage and high-frequency capacitors and
RF and microwave filters, switches and integrated assemblies.

Specifically, the group designs and manufactures miniaturized transducers and electromechanical components for use
in hearing aids, cell phones and high-end headsets, frequency control products including crystal oscillators, frequency
translators, clock and data recovery products, SAW filters, and hybrid circuits for use in numerous telecom
infrastructure systems, defense and aerospace electronics and other industrial applications. The quick disconnect
couplings are used by OEMs serving the industrial, biopharmaceutical, life sciences, chemical and printing markets.
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Specialty ceramic capacitor products include single, multi-layer, variable capacitors as well as custom assemblies and
planar arrays sold to customers in the communications, defense and aerospace, medical and automotive markets.

Commercial Equipment

The Commercial Equipment group manufactures a line of ATM machines and chemical and solvent proportioning and
dispensing systems. The ATM business provides hardware, software and services for retail and financial institution
customers and its machines are found in banks, credit unions, major retail chains,

4
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convenience stores, airports, hotels, office buildings, restaurants, shopping centers, supermarkets and casinos. The
proportioning and dispensing systems are used to dilute and dispense concentrated chemicals and solvents used by
restaurants, hospitals, schools, universities and other large institutions and building service contractors for
janitorial/sanitation and equipment maintenance applications.

Electronics products are sold to OEMs and their manufacturing service providers in North America, Europe and Asia
by direct sales as well as through an extensive network of independent representatives. Electronics products are
manufactured in the U.S., Canada, the Dominican Republic, Brazil, Europe and Asia.

Industries
Mobile Equipment

The Mobile Equipment group manufactures a wide variety of refuse collection bodies (refuse trucks), tank trailers,
including aluminum, stainless steel and steel trailers, that carry petroleum, chemical, edible, dry bulk and waste
products, including specialty trailers focused on the heavy haul, oil field and recovery niches, and waste processing
equipment. Specifically, these products include manual and automated side loaders, front loaders, rear loaders and a
variety of recycling units and container lifts for the refuse collection industry as well as for commercial and industrial
applications. They are sold to municipal customers, national accounts and independent waste haulers through a
network of distributors and directly in certain geographic areas. The waste processing equipment products include
self-contained compactors, stationary compactors, vertical balers, and recycling equipment including conveyor
systems, horizontal auto-tie, two ram, and shear balers. The baling equipment is sold primarily in the U.S. to
distribution centers, malls, stadiums, arenas, hotels/motels, warehouses, office complexes, retail stores, and
environmental businesses. The tank trailers are marketed globally to customers in the construction, trucking, railroad
oil field, towing and recovery, and heavy haul industries, as well as to various government agencies.

Service Equipment

The Service Equipment group manufactures vehicle service lifts, vehicle wash systems, and vehicle collision
measuring and repair systems, including frame pulling equipment, computerized measuring equipment, frame
specifications, and vehicle inspection products. The vehicle service lifts are sold through equipment distributors to a
wide variety of markets, including independent service and repair shops, national chains and franchised service
facilities, new car and truck dealers, national and local governments, and government maintenance and repair
locations worldwide. The group s vehicle wash systems are sold primarily in the U.S. and Canada to major oil
companies, petroleum dealers and jobbers, as well as to investors, and sales are made through distributors throughout
the world who install the equipment and provide after-sale service and support. The vehicle collision repair and
measuring equipment is marketed worldwide in over 45 countries throughout Europe, Asia and the Americas, utilizing
distributors.

The Industries segment has operations and manufacturing facilities in North and South America, Asia and Europe.
Resources

Fluid Solutions

The Fluid Solutions group manufactures pumps and compressors for the transfer of liquid and gas products; supplies
engineered products, including valves, electronic controls, loading arms, swivels, and couplings; produces vehicle fuel

dispensing products; and produces a wide range of air-operated double-diaphragm pumps. The pumps and
compressors are used in a wide variety of markets, including the refined fuels, LPG, pulp and paper, wastewater,
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food/sanitary, military/marine, transportation, and chemical process industries. The pump technologies include
positive displacement, sliding vane and eccentric disc pumps in addition to centrifugal process pumps. Its compressor
technologies include reciprocating, rotary vane, and screw compressors. The engineered products are used for the
transfer, monitoring, measurement, and protection of hazardous, liquid and dry bulk commodities in the chemical,
petroleum and transportation industries.
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The fuel dispensing products offer an extensive line of conventional, vapor recovery, and Clean Energy (LPG, CNG,
and Hydrogen) nozzles, swivels and breakaways, as well as a tank pressure management system. The Fluid Solutions
group provides a complete line of environmental products for both aboveground and underground storage tanks,
suction system equipment, flexible piping, and secondary containment systems. It also offers an array of tire inflation
and vacuum systems, as well as unattended fuel management, integrated tank monitoring, and Point-of-Sale card
systems. The double-diaphragm pumps are made of a variety of metals and engineered plastics. These pumps are used
in a broad variety of fluid transfer applications in general industrial, process industry, and specialized chemical,
pharmaceutical and food processing applications.

Material Handling

The Material Handling group manufactures and sells a variety of modular automation and workholding components;
highly engineered welded hydraulic cylinders, custom hydraulic swivels, and electric slip rings, worm gear and
planetary winches; worm gear and planetary hoists; traction (constant pull) winches; rotation drives and speed
reducers; capstan drives; high capacity bumper/winch packages; electronic monitoring systems and other related
products; and a full line of off-road equipment and accessories that enhance the performance of four-wheel-drive

( 4WD ) vehicles, ATVs and utility vehicles; and a variety of attachments and replacement parts that increase the
utilization and productivity of light and heavy mobile equipment serving multiple segments of the construction and
utility markets. Modular automation and workholding products include manual toggle clamps, pneumatic, electric and
hydraulic power clamps, automation shuttles and lifters, grippers, rotaries, slides, end-effectors, servo-controlled
linear actuators, and other end of robot arm devices. The welded hydraulic cylinders are used for work platform, aerial
utility truck, material handling, construction, and mining industry OEMs throughout North America. The winch
related products primarily serve the construction, marine, lumber, railroad, refuse, petroleum, military towing,
recovery, and utility markets, through OEMs and an extensive dealer network. The products related to off-road
equipment include recreational winches, winch mounts, 4WD hubs and other accessories. The group also markets and
serves electric and hydraulic hoists to commercial and industrial customers around the world and provides a range of
patented, technologically advanced 4WD and all-wheel drive powertrain systems to automotive OEMs around the
world, but primarily in North America. The construction and utility attachments and replacement parts include: mobile
shears, concrete demolition tools, buckets, backhoes, trenchers, augers, customized excavator booms, excavator
conversion packages, buckets and couplers for excavators and wheel loaders, grapples, mulchers and power rakes,
among others. These construction attachments are used in broad segments of the construction, utility, demolition,
recycling, material handling and forestry markets.

Oil and Gas Equipment

The Oil and Gas Equipment group manufactures products that primarily serve the upstream oil and gas exploration
and production industries, including polycrystalline diamond cutters used in drill bits; sucker rods and accessories;
precision quartz-resonator pressure transducers for downhole data collection; natural gas wells production control
devices; various control valves, butterfly valves, and control instrumentation primarily for oil and gas production
applications; piston rings, seal rings, engineered valves, packings and various other replacement parts and components
for compressors used in the natural gas production and distribution markets, as well as in the petrochemical and
petroleum refining industries; and compressor repair services through company owned service centers.

Resources products are sold to OEMs directly, and to other markets through a global network of distributors, primarily
in North America, Europe and Asia. Its products are manufactured in North America, South America, Europe and

Asia.

Systems
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Food Equipment
The Food Equipment group manufactures refrigeration systems, display cases, walk-in coolers and freezers, electrical
distribution products, and provides engineering services for sale to the supermarket industry, as well as to

commercial/industrial refrigeration, big box retail and convenience store customers. In addition, the group
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manufactures commercial foodservice cooking equipment, cook-chill production systems, refrigeration products,
custom food storage and preparation products, kitchen ventilation, air handling systems and conveyer systems. The
commercial foodservice cooking equipment products serve the institutional and commercial foodservice markets
worldwide through a network of dealers, distributors, national chain accounts, manufacturer representatives, and a
direct sales force, with the primary market being North America.

Packaging Equipment

The Packaging Equipment group manufactures high-speed trimming, necking, bottom reforming, re-profiling, and
flanging equipment for the beverage can-making industry. It also develops and manufactures a wide variety of
packaging machines that employ a clip as the means of flexible package closure, and bowl chopping machines. In
addition, the group designs and manufactures shaping, bottom rim coating, and inspection equipment as enhancements
to its core product line and high-speed trimming and burnishing equipment for the plastic container industry, with an
emphasis on containers for dry foods, condiments and specialty beverages. The packaging machines and clips are sold
worldwide primarily for use with meat, poultry and other food products.

The Systems segment manufacturing facilities and distribution operations are in North America and Europe, with
additional distribution facilities in South America and Asia.

Technologies
Automation and Measurement

The Automation and Measurement group ( A&M ) manufactures equipment and consumable products related to the
imaging, test and repair of printed circuit boards and semiconductor packages used in computers, automotive
applications, consumer electronics, space, telecommunications, medical systems, and aircraft.

Product Identification

The Product Identification group ( PI ) is a worldwide supplier of industrial marking and coding systems. Its primary
printing products are used for marking variable information (such as date codes or serial numbers) on consumer
products. It provides a broad array of printing technologies, including Continuous Ink Jet ( CIJ ), Thermal Transfer
Overprint ( TTO ), Direct Thermal, laser and Drop on Demand ( DOD ). PI provides solutions for product marking on
primary packaging, secondary packaging such as cartons, and pallet marking for use in warehouse logistics

operations. PI also manufactures bar code printers and portable printers used where on demand labels/receipts are
required . The markets served by PI include food, beverage, cosmetics, pharmaceutical, electronics, automotive and
other markets where variable marking is required.

The Technologies segment has operations and manufacturing facilities in North America, Europe and Asia and sales
operations globally.

Discontinued Operations

Companies that are considered discontinued operations in accordance with Statement of Financial Accounting
Standards ( SFAS ) No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets, are presented
separately in the consolidated statements of operations, balance sheets, and cash flows and are not included in
continuing operations. Earnings from discontinued operations include charges, when necessary, to reduce these
businesses to estimated fair value less costs to sell. Fair value is determined by using quoted market prices, when
available, or other accepted valuation techniques. All interim and full year reporting periods presented reflect the
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discontinued operations discussed below on a comparable basis. Please refer to Note 8 to the Consolidated Financial
Statements in Item 8 of this Form 10-K for additional information.

Raw Materials
Dover s operating companies use a wide variety of raw materials, primarily metals and semi-processed or finished
components, which are generally available from a number of sources. As a result, shortages or the loss of any single

supplier have not had, and are not likely to have, a material impact on operating profits. In 2004, there
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were meaningful increases in raw material costs, particularly steel, and higher energy costs, including an estimated
increase in unrecovered steel costs of approximately $35 million. These increases primarily affected the Company s
industrial segments. In 2005 and 2006, the impact of commodity prices moderated and the operating companies have
been able to substantially offset cost increases with surcharges and price increases over time.

Research and Development

Dover s operating companies are encouraged to develop new products as well as to upgrade and improve existing
products to satisfy customer needs, expand revenue opportunities domestically and internationally, maintain or extend
competitive advantages, improve product reliability and reduce production costs. During 2006, $155.0 million was
spent on research and development, including qualified engineering costs, compared with $149.6 million and

$133.8 million in 2005 and 2004, respectively.

For the Technologies and Electronics companies, efforts in these areas tend to be particularly significant because the
rate of product development by their customers is often quite high. Electronics companies developing specialty
electronic components for the life sciences, datacom and telecom commercial markets believe that their customers
expect a continuing rate of product performance improvement and reduced costs. The result has been that product life
cycles in these markets generally average less than five years with meaningful sales price reductions over that time
period.

Dover s other segments contain many businesses that are also involved in important product improvement initiatives.
These businesses also concentrate on working closely with customers on specific applications, expanding product
lines and market applic