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DeaR SHaReHOLDeRS,

a Return to Record financial Results
  
I am very pleased to report that my fellow 13,000 
Employees around the world delivered many 
records for our Company in FY11.  A few of our  
key highlights include:

	 •	 	Record	sales	of	$2.3	billion,	up	21%,
	 •	 	Record	operating	margin	of	13.7%,
	 •	 	Record	net	earnings	of	$225	million,	and
	 •	 Record	EPS	of	$2.87	per	share,	up	37%.

Starting in 1990 and continuing until the global 
recession began in FY09, we delivered 19 consecutive 
years of earnings records – a track record we are very 
proud of and proof that our business model works.  
The recession ended our record streak but our FY11 
financial results represent our return to setting new 
records each year.

Our Engine Products segment has now enjoyed two 
consecutive strong years.  Within Engine Products, our 
Aftermarket business continued its strong recovery that 
initially began in early FY10.  In addition, our first-fit 
businesses that provide new filtration systems for our 
off-road equipment and on-road truck OEM Customers 
grew rapidly.

In our Industrial Products segment, revenues from our 
Industrial Filtration Solutions Products grew as higher  
capital spending by manufacturers globally helped to drive 
sales of our new Torit® dust collectors and Donaldson  
Ultrafilter™ compressed air filtration systems.  In Special 
Applications, our sales increased due to rapid growth in 
some of our newer product lines serving the semiconductor, 
imaging, and venting markets.  Sales of filtration products 
for our late-cycle Gas Turbine Systems business decreased 
in FY11, but we believe this market recently hit bottom  
and will improve in FY12.

The record profitability levels we achieved were also the 
result of our on-going focus on Continuous Improvement.  
These programs helped to offset rising material costs and 
allowed us to deliver a record gross margin of 35.5% and 

a record operating margin of 13.7%.  The power of our 
Continuous Improvement efforts is difficult to completely 
understand without being inside our Company and 
seeing our Employees in action.  We work relentlessly to 
remove waste from our products and processes in our 
manufacturing plants, distribution centers, and offices.

Continual Innovation and Investments in our future 

In last year’s letter, I discussed our Strategic Growth Plan 
that guides our actions and investments to achieve our 
growth to $3 billion of sales in FY16 and $5 billion of sales 
in FY21.  Two of the many areas we will focus on to reach 
these goals include continual innovation and ongoing 
investments in our future.

Our founder Frank Donaldson, Sr. invented the first air 
filter for a farm tractor in 1915 to solve a Customer’s 
need for longer engine life.  Since then our goal has been 
to be the technology leader in each of our markets and 
to use our technology to better satisfy our Customers’ 
needs.  Today many of our Customers want smaller and 
more efficient filtration systems for their new equipment.  
They also want technology that helps them lower both 
their new equipment and ongoing operating costs.  By 
deploying technology unique to Donaldson, we bring 
additional first-fit value to our Customers and also help 
them retain their future replacement filter business.

We celebrated our record results by ringing The Closing BellSM 

at the New York Stock Exchange
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Our new dust collector test lab in Bloomington, Minnesota
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Frank wrote this after we reported record sales and earnings 
in FY75 while operating in an uncertain economy.  Today we face 
more uncertainty but have high confidence in our future.  As 
we did during the recent recession, we will continue to focus 
on those things which we can control.  And we will quickly 
modify our plans if business conditions change.  Fortunately, 
we are starting FY12 with a strong order backlog, and we 
expect to deliver record sales and earnings again.

thanks

Many thanks to my 13,000 colleagues for your efforts 
in achieving this year’s outstanding results.  I am very 
proud to be part of the Donaldson team.  We have already 
achieved impressive results, and we continue to make 
excellent progress on our long-term goals.

I also want to thank our Customers for the opportunity 
to satisfy your filtration needs and to add value to your 
products.  We sincerely appreciate your business.

And finally, I thank you, our Shareholders, for your 
continued confidence and support.

Sincerely,

now have a direct sales, manufacturing, or distribution 
presence in 43 countries.

Looking forward, we have many additional investment 
projects to support the tremendous organic growth 
opportunities we see.  Our largest current project is a new 
air filter plant in Aguascalientes, Mexico.  This new plant 
will add air filter production capacity to support our growth 
in Latin America and allow us to dedicate our existing 
Aguascalientes plant to additional liquid filter production.

This new plant investment in Mexico is part of our record 
$100 million capital spending plan for FY12 in support 
of our Strategic Growth Plan.  We have focused our 
investments on new product technologies, additional 
manufacturing and distribution capacity, and productivity 
enhancements in support of our Continuous Improvement 
initiatives.  All of these investments are key elements of 
our Strategic Growth Plan and are intended to help us 
achieve our objective of $3 billion in revenues by FY16.

fY12

As we begin our new fiscal year, there have been many 
reports of a slowdown in global growth and the possibility 
of another recession.

“We’re not at all sure what that future will   
 bring but we believe we are entering our new   
 fiscal year, uncertain as it is, in a particularly   
 strong position.”   
    — Frank Donaldson, Jr. (1975)

Safe Harbor Statement

The Company desires to take advantage of the “safe harbor” provisions of the Private Securities Litigation Reform Act 
of 1995 (the “Act”) and is making this cautionary statement in connection with such safe harbor legislation.  Some of the 
information provided in this annual report constitutes forward-looking statements which reflect the Company’s current 
views with respect to future events and financial performance, but involve uncertainties that could significantly impact 
results.  All forecasts and projections are “forward-looking” statements and are based on management’s current  
expectations of the Company’s near-term results.  There can be no assurance that actual results will not differ materially 
from its expectations.  For a more detailed explanation of the safe harbor statement and the risks, see the Company’s 
Form 10-K filed with the SEC.

Bill Cook,  
Chairman, president and CEo

Our new air filter test lab in Wuxi, ChinaOur Torit PowerCore system (on left) offers Customers a much smaller and 
higher performance dust collector than competitors’ systems (on right)

SELECT Fuel filters use our proprietary Synteq™ XP filter media

Our recently-expanded air filter plant in Wuxi, China

Our PowerCore® filtration technology is an example of 
our innovation success.  PowerCore offers breakthrough 
filtration performance in a much smaller package.  
PowerCore is now the leading air filtration technology 
for our Customers’ new heavy-duty diesel equipment 
platforms in the U.S. and is rapidly gaining ground in 
Europe and Asia.  We have raised the bar again with 
PowerCore “Gen 2,” which offers more performance in 
an even smaller package.  And we will make even further 
improvements when we introduce Generation 3, which 
is currently in development.

Our PowerCore technology is also playing a key role  
in our Industrial Products’ growth.  We have been 
introducing new families of Torit PowerCore dust 
collection systems since 2008, and this May we launched 
our newest product for abrasive blasting applications.  
These breakthrough dust collectors offer our Customers 
better value and higher performance in a system that is 
smaller and easier to maintain.

As part of our Strategic Growth Plan, we have significantly 
upgraded our capabilities in liquid filtration, specifically 
targeting diesel fuel, lubricants, and hydraulic system fluids 
in mobile equipment, manufacturing plants, and aerospace 
applications.  We released our SELECT™ Fuel line of diesel 
fuel filters in March, which incorporates a new proprietary 
filtration media, to address the need for improved filtration 
by our Customers.  We have already won five new first-fit 
OEM Customer programs with the SELECT Fuel line.

In addition to supporting our Customers with new 
technologies and products, we are investing in new 
laboratories to enhance our global R&D, product 
development, and applications testing capabilities.  
We recently completed new labs in Wuxi, China and 
Gurgaon, India to support the planned growth of our 
Engine Products business in those regions.  In addition, 
we recently added to our already extensive R&D lab 
capabilities in Bloomington, Minnesota with the opening 
of a three-story dust collection test facility.  This will 
greatly accelerate our new product development efforts.

We continue to invest in manufacturing and distribution 
capacity and capabilities.  We recently completed work 
on another expansion of our air filter plant on our Wuxi, 
China campus (where we now have four plants).  During 
the past year, additional key investments were also 
made in the U.S., Czech Republic, Mexico, and Chile.  We 

Our PowerCore filtration technology is used by leading off-road and  
on-road equipment Customers worldwide
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