Edgar Filing: ALAMO GROUP INC - Form DEF 14A

ALAMO GROUP INC
Form DEF 14A
March 18, 2014

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

SCHEDULE 14A INFORMATION

Proxy Statement Pursuant to Section 14(a) of the
Securities Exchange Act of 1934 (Amendment No. )
Filed by the Registrant x

Filed by a Party other than the Registrant o

Check the appropriate box:

o Preliminary Proxy Statement

0 Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
X Definitive Proxy Statement

o Definitive Additional Materials

0 Soliciting Material Pursuant to §240.14a-12
ALAMO GROUP INC.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if Other Than the Registrant)
Payment of Filing Fee (Check the appropriate box):

X No fee required.
0 Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.




(1)
2

3)

)
®)

(1)
(@)
3)
)

Edgar Filing: ALAMO GROUP INC - Form DEF 14A

Title of each class of securities to which transaction applies:
Aggregate number of securities to which transaction applies:

Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set
forth the amount on which the filing fee is calculated and state how it was determined):

Proposed maximum aggregate value of transaction:

Total fee paid:
Fee paid previously with preliminary materials.
Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or
the Form or Schedule and the date of its filing.

Amount Previously Paid:

Form, Schedule or Registration Statement No.:

Filing Party:

Date Filed:




Edgar Filing: ALAMO GROUP INC - Form DEF 14A

ALAMO GROUP INC.
1627 East Walnut Street
Seguin, Texas 78155

Dear Fellow Stockholders:

You are cordially invited to attend the 2014 Annual Meeting of Stockholders of Alamo Group Inc., to be held on
Wednesday, May 7, 2014, at 9:00 a.m. local time, at the Hotel Contessa, 306 W. Market Street, San Antonio, Texas
78205. We hope that you will be able to attend the meeting. Matters on which action will be taken at the meeting are
explained in detail in the notice of meeting and proxy statement accompanying this letter.

In addition to the specific matters to be acted upon, there will be a report on the progress of the Company and an
opportunity for questions of general interest to the stockholders.

Whether or not you expect to be present and regardless of the number of shares you own, please mark, sign and mail
the enclosed proxy in the envelope provided as soon as possible. Stockholders may also vote through the Internet or
by telephone. If you attend the meeting, you may revoke your proxy and vote in person.

Thank you for your support. We hope to see you at the meeting.

/s/ James B. Skaggs

James B. Skaggs

Chairman of the Board of Directors
March 17, 2014
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ALAMO GROUP INC.
1627 East Walnut Street
Seguin, Texas 78155

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 7, 2014

To the Stockholders of
Alamo Group Inc.

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Alamo Group Inc. (the “Company’) will be
held at the Hotel Contessa, 306 W. Market Street, San Antonio, Texas, on Wednesday, May 7, 2014, at 9:00 a.m. local
time, for the following purposes:

(l)to elect seven (7) directors to the Board of Directors to serve until the next Annual Meeting of Stockholders or until
their successors are elected and qualified;

to ratify the Audit Committee’s appointment of KPMG LLP as the Company's independent auditors for the 2014

fiscal year;

2

(3)to hold an advisory vote on executive compensation; and
(4)to transact such other business as may properly come before the meeting or any adjournment thereof.

In accordance with the Bylaws of the Company, the Board of Directors fixed the record date for the meeting as March
14, 2014. Only stockholders of record at the close of business on that date will be entitled to vote at the meeting or any
adjournment thereof.

Stockholders who do not expect to attend the meeting in person are urged to sign the enclosed proxy and return it
promptly. A return envelope is enclosed for that purpose. Stockholders may also vote through the Internet or by
telephone. Instructions for voting through the Internet or by telephone are included on the proxy card.

A complete list of stockholders entitled to vote at the meeting, showing the address of each stockholder and the
number of shares registered in the name of each stockholder, shall be open to the examination by any stockholder, for
any purpose germane to the meeting, during ordinary business hours, for a period of at least ten business days prior to
the meeting, commencing April 22, 2014, at the offices of the Company’s Counsel, which is Strasburger & Price, LLP,
Attorneys at Law, The Bakery Building, 2301 Broadway Street, San Antonio, Texas 78215-1157.

By Order of the Board of Directors
/s/ Robert H. George

Robert H. George

Secretary
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ALAMO GROUP INC.
1627 East Walnut Street
Seguin, Texas 78155

PROXY STATEMENT

The accompanying Proxy is solicited by the Board of Directors (the “Board of Directors” or the “Board”) of Alamo Group
Inc., a Delaware corporation (the “Company,” “we,” “our,” or “us”), to be voted at the 2014 Annual Meeting of Stockholders
(the “Annual Meeting”) to be held on May 7, 2014, and at any meeting scheduled as a result of any adjournments

thereof. The meeting will be held at 9:00 a.m. local time, at the Hotel Contessa, 306 W. Market Street, San Antonio,

Texas. This Proxy Statement and the accompanying Proxy are being mailed to stockholders on or about April 4,

2014. The Annual Report of the Company for fiscal 2013 including audited financial statements for the fiscal year

ended December 31, 2013, and a proxy card are enclosed.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting To Be Held on May 7,
2014: Our Proxy Statement and our Annual Report, which includes our Form 10-K for the fiscal year ended
December 31, 2013, are available free of charge on our website at:
www.alamo-group.com/investor_relations/financial_reports.html.

VOTING AND PROXIES

Only holders of record of common stock, par value $.10 per share (“Common Stock”), of the Company at the close of
business on March 14, 2014 (the “Record Date”) shall be entitled to vote at the meeting. There were 20,000,000
authorized shares of Common Stock and 12,126,783 shares of Common Stock outstanding on the Record Date. Each
share of Common Stock is entitled to one vote. Any stockholder giving a proxy has the power to revoke the same at
any time prior to its use by giving notice in person or in writing to the Secretary of the Company.

The presence, in person or by proxy, of the holders of a majority of the outstanding shares of Common Stock is
necessary to constitute a quorum at the 2014 Annual Meeting of Stockholders and any adjournment thereof.

Votes Required to Approve a Proposal

Each director will be elected by a majority of the votes cast with respect to such director. A “majority of the votes cast”
means that the number of votes cast “for” a director exceeds the number of votes cast “against” that director. Under
Delaware law, if the director is not elected at the annual meeting, the director will continue to serve on the Board as a
“holdover director.” As required by the Company’s Bylaws, each director has submitted an irrevocable letter of
resignation as director that becomes effective if he or she is not elected by stockholders and the Board accepts the
resignation. If a director is not elected, the Nominating/Corporate Governance Committee will consider the director’s
resignation and recommend to the Board whether to accept or reject the resignation. The Board will decide whether to
accept or reject the resignation and publicly disclose its decision and, if it rejects the resignation, the rationale behind
the decision, within 90 days after the election results are certified.

The ratification of KPMG LLP’s appointment as the Company’s independent auditor requires the affirmative vote of a
majority of the shares represented at the Annual Meeting and entitled to vote thereat.

The Company is also proposing that stockholders adopt a non-binding advisory resolution to approve executive
compensation (the “say-on-pay proposal”).

Approval of the say-on-pay proposal requires the affirmative vote of a majority of the shares represented and entitled
to vote at the Annual Meeting. Because your vote is advisory, it will not be binding on the Board or the Company.
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However, the Board will review the voting results and take them into consideration when making future decisions
regarding executive compensation.

Votes cast by proxy or in person at the Annual Meeting will be tabulated by the inspectors of election appointed by
the Company for the meeting. The inspectors of election will treat abstentions and broker non-votes as shares that are
present for purposes of determining the presence of a quorum. Abstentions may be specified on all proposals.
Abstentions are present and entitled to vote for purposes of determining the approval of any matter submitted to the
stockholders for a vote and will thus have the same effect as a negative vote on the proposal to approve and to ratify
the appointment of KPMG LLP. Shares voting

3.
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“abstain” on any nominee for director will be excluded from the vote and will have no effect on the election of
directors. If a broker indicates on a proxy that it does not have the discretionary authority as to certain shares to vote
on a particular matter, those shares will not be considered present and entitled to vote with respect to that matter.

BENEFICIAL OWNESHIP OF COMMON STOCK

Listed in the following table are the only beneficial owners of more than five percent of the Company's outstanding
Common Stock that the Company is aware of as of February 28, 2014. In addition, this table includes the outstanding
voting securities beneficially owned by the Company’s directors, by its executive officers that are listed in the
Summary Compensation Table, and by its directors and executive officers as a group as of February 28, 2014. Unless
indicated otherwise below, the address of each person named on the table below is: c/o Alamo Group Inc., 1627 East
Walnut Street, Seguin, Texas 78155.

Beneficial Owner Amount and Nature of Percent of Class®
of Common Stock Beneficial Ownership()
Capital Southwest Corporation
12900 Preston Road, Suite 700 2,833,004 (€) 23.36 %
Dallas, TX 75230

Henry Crown and Company

c/o Brian Gilbert

Gould & Ratner LLP 1,700,000 HE)9) 14.02%
222 N. LaSalle Street, Suite 800

Chicago, IL 60601

Royce & Associates LLC
745 Fifth Avenue 1,191,556 ®) 9.83%
New York, NY 10151

Dimensional Fund Advisors LP
Palisades West, Building One

6300 Bee Cave Road 985,175 © 8.13%
Austin, TX 78746

Ronald A. Robinson 213,575 @) 1.76%
Jerry E. Goldress 57,104 ®©) *
James B. Skaggs 37,804 ®O) *
David W. Grzelak 16,604 ®®) *
Gary L. Martin 11,400 ® i
Roderick R. Baty 7,204 © *
Helen W. Cornell 3,704 ® *
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Geoffrey Davies 21,000 )
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Dan E. Malone 12,400 *
Richard D. Pummell 14,000 *
Jeffery A. Leonard 2,000 0
All Directors and Executive 463,735 3.82%

Officers as a Group (14 Persons)

)]
2

3)

“)

&)

(6)

(7

®)

©)

Less than 1% of class.

In each case, the beneficial owner has sole voting and investment power, except as otherwise provided herein.
The calculation of percent of class is based on the number of shares of Common Stock outstanding as of
February 28, 2014, being 12,126,783 shares.

Includes shares owned by Capital Southwest Corporation ("Capital Southwest") (173,004 shares), and its
subsidiary Capital Southwest Venture Corporation (2,660,000 shares). Capital Southwest has sole voting power
over 2,833,004 and sole disposition power over 2, 831,300 shares. Capital Southwest has beneficial ownership
of these shares.

Based on Schedule 13D/A, dated December 21, 2013, by which Bgear Investors LL.C, a Delaware limited
liability company (“Bgear””), Henry Crown and Company, an Illinois limited partnership (the “Manager”’), Henry
Crown and Company, a Delaware corporation (“HC&Co’’) and Duroc LLC reported that (i) on December 14,
2013, Duroc LLC made a distribution of all of our shares held by it to its members, and (ii) Bgear and the
Manager had shared voting and dispositive power over 1,361,700 shares and HC&Co had sole voting and
dispositive power over 338,300 shares.

Based on Schedule 13G dated January 6, 2014, by which Royce & Associates, LLC reported that on December
31, 2013, they had sole voting power over 1,191,556 shares and had shared voting power and sole dispositive
power over none of the shares. Royce & Associates, LLC, reported beneficial ownership of the 1,191,556 shares
as of December 31, 2013.

Based on Amendment No. 8 to Schedule 13G dated February 10, 2014, by which Dimensional Fund Advisors
LP reported that as of December 31, 2013, it had shared voting power over none of such shares, had sole voting
power over 957,605 shares and had sole dispositive power over 985,175 shares. Dimensional Fund Advisor LP
reported beneficial ownership in 985,175 shares as of December 31, 2013.

Includes: shares available for exercise under various stock options as follows: 40,000 shares for Mr. Robinson;
4,000 shares for Mr. Malone; 11,000 shares for Mr. Davies; 4,000 shares for Mr. Pummell; and 40,200 shares
for other executive officers.

Includes: shares available for exercise under non-qualified stock options as follows: 13,900 shares for Mr.
Grzelak; 8,200 shares for Mr. Skaggs; 6,600 shares for Mr. Goldress; and 11,400 shares for Gary Martin.
Includes: unvested restricted stock awards that have power to vote and receive dividends as follows: 1,704
shares each for Ms. Cornell, Mr. Goldress, Mr. Grzelak, Mr. Martin, Mr. Skaggs and Capital Southwest; and,
1,454 shares for Mr. Baty.

PROPOSAL 1 - ELECTION OF DIRECTORS

The Bylaws of the Company provide that the number of directors which shall constitute the whole Board of Directors
shall be fixed and determined from time to time by resolution adopted by the Board of Directors. Currently, the size
of the Board of Directors has been fixed at seven (7) directors.

10
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Each director elected at the Annual Meeting will serve until the next Annual Meeting of Stockholders or until a
successor is elected and qualified. Unless otherwise instructed, shares represented by properly executed proxies in the
accompanying form will be voted for the individuals nominated by the Board of Directors set forth below. Although
the Board of Directors anticipates that the listed nominees will be able to serve, if at the time of the meeting any such
nominee is unable or unwilling to serve, such shares may be voted at the discretion of the proxy holders for a
substitute nominee. The Nominating/Corporate Governance Committee of the Board of Directors recommended the
individuals listed below to the Board of Directors and the Board of Directors nominated them. Certain information
concerning such nominees, including all positions with the Company and principal occupations during the last five
years, is set forth below.

We have provided below information about our nominees, all of whom are incumbent directors, including their ages,
years of service as directors, and business experience. We have also included information about each nominee’s
specific experience, qualifications, attributes, or skills that led the board to conclude that he/she should serve as one of
our directors in light of our business and structure.

All of our nominees bring to our board extensive management and leadership experience gained through their service
as executives and, in several cases, chief executive officers or chief financial officers of diverse businesses. In these
executive roles, they have taken hands-on, day-to-day responsibility for strategy and operations, including
management of capital, risk and business cycles. In addition, several nominees bring private and public company
board experience - either significant experience

5.
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on other boards or long service on our board - that broadens their knowledge of board policies and processes, rules
and regulations, issues and solutions.

NOMINEES FOR ELECTION TO THE BOARD OF DIRECTORS

Roderick R. Baty, age 60, was appointed a director of the Company on August 3, 2011. Mr. Baty served as Chairman
and Chief Executive Officer of NN, Inc., from May 2001 until his retirement in May 2013. NN, Inc. is a publicly
owned global manufacturer of high-quality bearing components, industrial rubber and plastic products and precision
metal components serving a variety of markets, including the automotive industry, original equipment manufacturers,
HVAC, heavy equipment and many other industrial end markets. Mr. Baty joined NN in 1995 as Vice President of
Sales and Marketing/Chief Financial Officer and was elected to the Board of Directors. In 1997 he was named
President and Chief Executive Officer and elected Chairman of the Board in 2001. Prior to joining NN, Inc., Mr. Baty
served as President and Chief Operating Officer of Hoover Precision Products from 1990 to 1995. Hoover Precision
Products is a North American specialist manufacturer of precision balls serving various industries including
automotive, aerospace, anti-friction bearings, pumps, medical, pen, and furniture applications. Mr. Baty brings to the
Board senior executive leadership experience in the areas of public company governance, operational, financial and
strategic management within industrial and manufacturing companies.

Helen W. Cornell, age 55, was appointed director of the Company on March 10, 2011. Ms. Cornell retired as
Executive Vice President and Chief Financial Officer of Gardner Denver, Inc. in November of 2010. Gardner Denver,
Inc. is a leading global manufacturer of highly engineered products, including compressors, liquid ring pumps, and
blowers for various industrial, medical, environmental, transportation and process applications. Ms. Cornell was first
employed by a predecessor company of Gardner Denver, Inc. in May of 1988, was promoted to an officer position
when Gardner Denver, Inc. became a separate entity in November of 1993, and served in various executive positions
with Gardner Denver, Inc. and its subsidiaries from 1993 until her retirement in 2010. Ms. Cornell’s extensive
experience as chief financial officer of Gardner Denver, Inc., a public company, brings valuable operational and
financial experience to our Board.

Jerry E. Goldress, age 83, has been a director of the Company since 2000 and is Chairman and Chief Executive

Officer of Grisanti, Galef & Goldress, Inc. (“GGG”), a turnaround management consulting firm. Mr. Goldress has been
with GGG since 1973 and has been its Chairman and Chief Executive Officer since 1981. In his consulting capacity,
he has been President of more than one hundred manufacturing, distribution and retail organizations. Mr. Goldress’
experience as a management consultant brings a broad understanding of the strategic priorities of diverse industries,
coupled with extensive knowledge of operational, financial and strategic issues facing public and private companies.

David W. Grzelak, age 64, has been a director of the Company since August 2006. Mr. Grzelak became Chairman and
Chief Executive Officer of Komatsu America Corporation in April 2002. He retired from his position as Chief
Executive Officer of Komatsu America in April 2012 and retired as Chairman in July 2013. Mr. Grzelak currently
serves as a consultant for Komatsu. Komatsu America Corporation is a wholly-owned subsidiary of Komatsu Ltd., a
global company incorporated in Japan that engages in the manufacturing, development, marketing and sale of a
diversified range of industrial-use products and services. Komatsu America Corporation manufactures and markets
Komatsu lines of hydraulic excavators, wheel loaders, crawler dozers, off-highway trucks and motor graders. Mr.
Grzelak brings to the Board valuable insights on distribution, marketing and sales of the Company’s products as well
as operational and financial expertise.

Gary L. Martin, age 67, has been a director of the Company since May 2007. In 2008, Mr. Martin was elected
Chairman of the Board of Capital Southwest Corporation, a publicly owned venture capital investment company

located in Dallas, Texas. In 2007, he was elected President and CEO of Capital Southwest Corporation, where he

12
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served as Vice President since 1992 and as a Director since 1988. He retired as President and CEO in June of 2013
and as Executive Chairman in December of 2013. He will remain as a director of Capital Southwest through the
remainder of his term. From 1979 through April 2007, Mr. Martin was Chief Executive Officer and President of The
Whitmore Manufacturing Company, which is a specialty manufacturer of lubricants and coatings for industrial
applications. Capital Southwest Corporation directly or indirectly owns 100% of Whitmore Manufacturing

Company. Mr. Martin’s daily experience leading a public company equips him to understand and guide management
decisions and actions related to planning, risk management, investor relations, marketing and capital management. Mr.
Martin has also demonstrated success in his business and leadership skills serving as chief executive officer and
president of The Whitmore Manufacturing Company.

Ronald A. Robinson, age 61, has been President, Chief Executive Officer and a director of the Company since 1999.
Mr. Robinson previously was President of Svedala Industries, Inc., the U.S. subsidiary of Svedala Industries AB of
Malmo, Sweden, a leading manufacturer of equipment and systems for the worldwide construction, mineral
processing and materials handling

- 6-
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industries. Mr. Robinson joined Svedala in 1992 when it acquired Denver Equipment Company of which he was
Chairman and Chief Executive Officer. Mr. Robinson has a deep knowledge and understanding of our Company and
our lines of business. Mr. Robinson has demonstrated his leadership abilities and his commitment to our company.

James B. Skaggs, age 76, has been a director of the Company since 1996 and was appointed as Chairman of the Board
in May 2011. Mr. Skaggs retired as Chairman of the Board, Chief Executive Officer and President of Tracor, Inc. in
June 1998. Tracor provided technology products and services to governmental and commercial customers worldwide
in the areas of information systems, aerospace, defense and systems engineering. Mr. Skaggs was Tracor’s Chief
Executive Officer, President and a Director from November 1990 and its Chairman of the Board from December 1993
until his retirement. Mr. Skaggs’ extensive experience as chairman, chief executive officer and president of a public
company demonstrates his leadership capability and business acumen. In addition, Mr. Skaggs brings public company
operational, financial and corporate governance experience to our Board of Directors.

The following table shows the current membership of each Committee of the Board and the number of meetings held
by each Committee during 2013:

Compensation Audit Nominating/Corporate
Committee Committee Governance Committee

James B. Skaggs

Roderick R. Baty X X

Helen W. Cornell X Chair

Jerry E. Goldress X X Chair

David W. Grzelak X X X

Gary L. Martin Chair X

Ronald A. Robinson

Number of Fiscal

2013 Meetings 2 4 2

INFORMATION CONCERNING DIRECTORS

None of the nominees for director or the executive officers of the Company has a familial relationship with any of the
other executive officers or other nominees for director. Mr. Martin is a director of Capital Southwest Corporation.
Ms. Cornell is a director of Owensboro Grain Co. LLC and she serves as Chair of the Audit Committee and is a
member of the Executive Committee. Ms. Cornell is a director of Hillenbrand, Inc., a publicly traded company where
she serves as a member of the Management Development and Compensation Committee, Nominating and Corporate
Governance Committee and the Mergers and Acquisitions Committee. Ms. Cornell is also a director and member of
the Compensation and Nominating Committees of DOT Foods, Inc. Except as disclosed above, none of the directors
or nominees is a director or has been a director over the past five years of any other company which has a class of
securities registered under, or is required to file reports under, the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), or of any company registered under the Investment Company Act of 1940, as amended. Mr. Baty was
a director of NN, Inc. until his retirement in May of 2013. Mr. Goldress was a director of Rockford Corporation until
his retirement in October 2012.

Non-management directors may meet in executive session, without the Chief Executive Officer, at any time, and there
are regularly scheduled non-management executive sessions at each meeting of the Board of Directors and
Committees thereof. The Chairman of the Board and the Chair of each Committee preside over their respective
executive sessions.

14
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In determining independence, each year the Board affirmatively determines whether each director has any “material
relationships” with the Company other than as a director. When assessing the “materiality” of a director’s relationship
with the Company, the Board considers all relevant facts and circumstances, not merely from the director’s standpoint,
but from that of the persons or organizations with which the director has an affiliation, and the frequency or regularity
of the services, whether the services are being carried out at arm’s length in the ordinary course of business and
whether the services are being provided substantially on the same terms to the Company as those prevailing at the
time from unrelated parties for comparable transactions.

The Board of Directors has determined that all of the current directors except Mr. Robinson, President and CEO, have
no material relationships with the Company or its auditors and are independent within the meaning of the New York

Stock Exchange

-7

15



Edgar Filing: ALAMO GROUP INC - Form DEF 14A

(“NYSE”) listing standards on director independence and the director independence standards established under the
Company’s Corporate Governance, which are available at www.alamo-group.com under the “Our Commitment” tab.

If you and other interested parties wish to communicate with the Board of Directors of the Company, you may send
correspondence to the Corporate Secretary, Alamo Group Inc., 1627 East Walnut Street, Seguin, Texas 78155. The
Secretary will submit your correspondence to the Board or to the appropriate Committee or Board member, as
applicable. The Board’s policy regarding stockholder communication with the Board of Directors is available at
www.alamo-group.com under the “Our Commitment” tab.

Stockholders and other interested parties may communicate with non-management directors of the Board by sending
their correspondence to the Chairman of the Board, Alamo Group Inc., 1627 East Walnut Street, Seguin, Texas 78155.

The Board has delegated some of its authority to three Committees of the Board of Directors. These are the Audit
Committee, Nominating/Corporate Governance Committee, and Compensation Committee. All three Committees
have published charters on the Company’s website www.alamo-group.com under the “Our Commitment” tab.

Vote required. Each director will be elected by a majority of the votes cast with respect to such director. All proxies
will be voted “FOR” these nominees unless a contrary choice is indicated. Shares voting “abstain” on any nominee for
director will be excluded from the vote and will have no effect on the election of directors.

THE BOARD OF DIRECTORS HAS APPROVED THE SLATE OF DIRECTORS AND
RECOMMENDS A VOTE “FOR” THE ELECTION OF ALL SEVEN NOMINEES, WHICH IS DESIGNATED AS
PROPOSAL NO. 1 ON THE ENCLOSED PROXY.

MEETINGS AND COMMITTEES OF THE BOARD

During the fiscal year ended December 31, 2013, the Board held six meetings. Each director attended in person or by
phone 96% of the total number of meetings of the Board and Committees on which the director served during 2013. It
is a policy of the Board that all directors attend the Annual Meeting of Stockholders. All of our directors attended the
Annual Meeting of Stockholders in May 2013.

BOARD LEADERSHIP STRUCTURE

The Board does not have a policy on whether the same person should serve as both the CEO and Chairman of the
Board or, if the roles are separate, whether the chairman should be selected from the non-employee directors or should
be an employee. The Board believes that it should have the flexibility to make these determinations at any given point
in time in the way that it believes best to provide appropriate leadership for the Company at that time.

Currently, Mr. Skaggs serves as Chairman of the Board and Mr. Robinson serves as CEO. The CEO is responsible for
setting the strategic direction for the Company and the day-to-day leadership and performance of the Company, while
the Chairman of the Board provides guidance to the CEO and sets the agenda for Board meetings and presides over
meetings of the full Board. The Board believes that its current leadership structure is appropriate at this time.

THE BOARD ROLE IN RISK OVERSIGHT
The Board has an active role in overseeing management of the Company’s risk. The Board regularly reviews

information regarding the Company’s operational, financial, legal and regulatory, strategic and reputational risks which
is usually conveyed to the Board by the senior management of the Company or by one of the Board’s Committees.

16
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Because overseeing risk is an ongoing process and inherent in the Company’s strategic decisions, the Board also
discusses risk throughout the year at other meetings in relation to specific proposed actions.

The Board has delegated certain risk management oversight responsibility to the Board committees. The Audit
Committee oversees risks related to the Company’s accounting, auditing, reporting, financial practices (including the
integrity of the Company’s financial statements), administration and financial controls and compliance with legal and
regulatory requirements. The Audit Committee also reviews and discusses the Company’s policies with respect to risk
assessment and risk management. The Compensation Committee oversees risks relating to the Company’s
compensation, incentive compensation, and

8-
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equity-based compensation plans. The Nominating/Corporate Governance Committee oversees risks relating to the
composition and organization of the Board.

The Company believes that its leadership structure also enhances the risk oversight function of the Board. Our
Chairman and our CEO regularly discuss material risks facing the Company with management and other members of
the Board. Our CEOQ, as a member of the Board, is also expected to report candidly to his fellow directors on his
assessment of the material risks the Company faces, based upon the information he receives as part of his management
responsibilities. Both our Chairman and our CEO are well equipped to lead Board discussions on risk issues.

THE AUDIT COMMITTEE

In January 2013, the Audit Committee of the Board of Directors consisted of Ms. Cornell (Chair), Messrs. Baty,
Goldress, and Grzelak, and in May 2013 they were reappointed. The Committee met four times during fiscal 2013. All
Committee members were present at the meetings with the exception of Mr. Grzelak who missed one meeting. The
duties and responsibilities of the Committee include, among other things, to:
- appoint, approve compensation and oversee the work of the independent auditor;
review at least annually a report by the independent auditor describing the firm’s internal control procedures
and any material issues raised by the most recent internal control review;
- preapprove all audit services and associated fees by the independent auditors;
- preapprove all permissible non-audit services to be provided by the independent auditor;
- review the independence of the independent auditor;
review scope of audit and resolve any difficulties or disagreements with management encountered during the
audit or any interim periods;
review and discuss with management and the independent auditor the annual audit and quarterly financial
statements of the Company;
recommend to the Board whether the financial statements should be included in the Annual Report Form
10-K and in the quarterly reports on form 10-Q, in both cases, as reviewed;
- review adequacy and effectiveness of the Company’s internal controls;
- review adequacy and effectiveness of the Company’s disclosure controls and management reports thereon;
- approve the scope of the internal auditor’s audit plan;
- review and approve earnings press releases, financial information and earnings guidance, if any;
- review financial risk assessment presented by management;
oversee the Company’s compliance systems with respect to legal and regulatory requirements, review the
Company’s Code of Business Conduct and Ethics and monitor compliance with such code;
review complaints regarding accounting, internal accounting controls and auditing matters, including a way
to report anonymously;
review the Company’s adherence to regulations for the hiring of employees and former employees of the
independent auditor; and
review and evaluate annually the qualifications, performance and independence of the independent auditor,
- including a review and evaluation of the lead partner of the independent auditor and assure regular rotation
of the lead audit partner as required by law.

The Audit Committee reports to the Board on its activities and findings.

The Board has determined that under current NYSE listing standards all members of the Committee are financially
literate, are “Audit Committee financial experts,” and are independent under the Company’s Corporate Governance
Guidelines and NYSE listing requirements, and that each has accounting or related financial management expertise as
required by the NYSE listing standards. The Committee’s Charter and Corporate Governance Guidelines, which have
been approved by the Board, are reviewed at least annually and may be viewed on the Company’s website
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www.alamo-group.com under the “Our Commitment” tab.
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REPORT OF THE AUDIT COMMITTEE

The information contained in this report shall not be deemed to be “soliciting material” or “filed” with the
Securities and Exchange Commission (the “SEC”) or subject to the liabilities of Section 18 of the Exchange Act, except
to the extent that the Company specifically incorporates it by reference into a document filed under the Securities Act
of 1933, as amended (the “Securities Act”), or the Exchange Act.

The Audit Committee is currently comprised of four independent members of the Company’s Board of Directors. Each
member of the Audit Committee is independent under applicable law and NYSE listing requirements. The duties and
responsibilities of the Audit Committee are set forth in the Audit Committee Charter, which the Board of Directors
reviews on an annual basis.

The Audit Committee oversees the Company’s financial reporting process on behalf of the Board of Directors.
Management has the primary responsibility for the financial statements and the reporting process, including the
system of internal control over financial reporting. In fulfilling its oversight responsibilities in fiscal 2013, the
Committee reviewed and discussed with management the Quarterly Reports on Form 10-Q and the audited financial
statements included in the Annual Report on Form 10-K for the fiscal year ended December 31, 2013, including the
quality, not just the acceptability, of the accounting principles, the reasonableness of significant adjustments, and the
clarity of disclosures in the financial statements.

The Committee reviewed with management and with the independent auditors, who are responsible for expressing an
opinion on the conformity of those audited financial statements with generally accepted accounting principles, their
judgments as to the quality, not just the acceptability, of the Company’s accounting principles and such other matters
as are required to be discussed by the independent auditors with the Committee under generally accepted auditing
standards (including Statement on Auditing Standards No. 61). In addition, the Committee has discussed with the
independent auditors the applicable requirements of the Public Company Accounting Oversight Board regarding
independent accountant communications with the Audit Committee concerning independence as described in Item
407(d)(3)(i) of Regulation S-K, and considered the compatibility of non-audit services with the auditors’
independence.

The Committee discussed with the independent auditors the overall scope and plans for their audit. They also
discussed with management and the internal auditor the overall scope and plans for the Company’s assessment of
internal control. The Committee meets with the independent auditors and the internal auditor, with and without
management present, to discuss the results of their examinations, their evaluations of the Company’s internal controls
over financial reporting and the overall quality of the Company’s financial reporting. The Committee met four times
during fiscal 2013. All Committee members were present at the meetings with the exception of Mr. Grzelak who
missed one meeting.

In reliance on the reviews and discussions referred to above, the Committee recommended to the Board of Directors
(and the Board approved) that the audited financial statements be included in the Annual Report on Form 10-K for the
fiscal year ended December 31, 2013, for filing with the SEC. The Audit Committee also recommended, subject to
stockholder ratification, the appointment of KPMG LLP as the Company’s independent auditors for the fiscal year
2014. Audit, audit-related and any permitted non-audit services provided to the Company by KPMG LLP are subject
to preapproval by the Audit Committee.

AUDIT COMMITTEE

Helen W. Cornell, Chair
Roderick R. Baty, Member
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- 10-

Edgar Filing: ALAMO GROUP INC - Form DEF 14A

21



Edgar Filing: ALAMO GROUP INC - Form DEF 14A

THE NOMINATING/CORPORATE GOVERNANCE COMMITTEE

In January 2013, the Nominating/Corporate Governance Committee consisted of Messrs. Goldress (Chair), Baty,
Grzelak, and Martin, and they were reappointed in May 2013. During 2013, the Committee held two meetings. All
Committee members were present at the meetings. The Committee has the responsibility, among other things, to:

evaluate director candidates and has sole authority to retain a search firm in that effort, approve its fees and
scope of service;
recommend to the Board of Directors nominees for Board election by the stockholders based upon their
qualifications, knowledge, skills, expertise, experience and diversity;
review Board composition to reflect the appropriate balance of knowledge, skills, expertise, experience and
diversity;

- review size of the Board and the frequency and structure of Board meetings;

- recommend to the Board establishment, elimination, size and composition of standing Committees;

- review, at least annually, the Company's Code of Business Conduct & Ethics;

- oversee and establish procedures for the annual evaluation of the Board and management;

- develop, recommend to the Board and review annually a set of corporate governance guidelines; and

- coordinate with the Compensation Committee regarding director compensation for nonemployee directors.

The Board of Directors has determined that the members of the Committee are independent under the Company’s
Corporate Governance Guidelines and NYSE listing requirements. The Committee’s Charter and the Company’s
Corporate Governance Guidelines are reviewed at least annually and may be viewed on the Company’s website
www.alamo-group.com under the “Our Commitment” tab.

The Nominating/Corporate Governance Committee will consider director candidates recommended by stockholders.

The Committee’s Policy Regarding Director Candidates Recommended by Shareholders, the Company’s Corporate
Governance Guidelines (including our standards of director independence), the charters of our Board Committees, and
the Company’s Code of Conduct and Ethics are on our website www.alamo-group.com under the “Our Commitment” tab
and are available in print at no charge to any stockholder who requests them by writing to Corporate Secretary, Alamo
Group Inc., 1627 East Walnut Street, Seguin, Texas 78155.

Any stockholder of the Company who complies with the notice procedures set forth below and is a stockholder of
record at the time such notice is delivered to the Company may make a director recommendation for consideration by
the Nominating/Corporate Governance Committee. A stockholder may make recommendations at any time, but
recommendations for consideration as nominees at the Annual Meeting of Stockholders must be received not less than
120 days before the first anniversary of the date of the proxy statement released to stockholders in connection with the
previous year’s annual meeting. Therefore, to submit a candidate for consideration for nomination at the 2015 Annual
Meeting of Stockholders, a stockholder must have submitted the recommendation, in writing, by December 5, 2014.
The written notice must demonstrate that it is being submitted by a stockholder of the Company and include
information about each proposed director candidate, including name, age, business address, principal occupation,
principal qualifications and other relevant biographical information. In addition, the stockholder must provide
confirmation of each candidate’s consent to serve as a director. A stockholder must send recommendations to the
Nominating/Corporate Governance Committee, Alamo Group Inc., 1627 East Walnut Street, Seguin, Texas 78155.

The Nominating/Corporate Governance Committee identifies, evaluates and recommends director candidates to the
Board of Directors. In identifying and recommending nominees for positions on the Board of Directors, the
Nominating/Corporate Governance Committee places primary emphasis on (i) judgment, character, expertise, skills
and knowledge useful to the oversight of our business; (ii) diversity of viewpoints, backgrounds, experiences and
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other demographics; (iii) business or other relevant experience; and (iv) the extent to which the interplay of the
nominee's expertise, skills, knowledge and experience with that of other members of the Board will build a board that
is active, collegial and responsive to the needs of the Company. Although diversity may be a consideration in the
Committee’s process, the Committee and the Board of Directors do not have a formal policy with regard to the
consideration of diversity in identifying director nominees. Nominees are not discriminated against on the basis of
gender, race, religion, national origin, sexual orientation, disability or any other basis prescribed by law.

Upon identifying a director candidate, the Committee initially determines the need for additional or replacement
Board members and evaluates all the director candidates under the criteria described above, based on the information

the Committee
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receives with the recommendation or otherwise possesses, which may be supplemented by certain inquiries. If the
Committee determines, in consultation with other Board members including the Chair, that a more comprehensive
evaluation is warranted, the Committee may then obtain additional information about the director candidate’s
background and experience, including by means of interviews. The Committee will then evaluate the director
candidate further, again using the evaluation criteria described above. The Committee receives input on such director
candidates from other directors, and recommends director candidates to the full Board of Directors for nomination.
The Committee may engage a third party to assist in the search for director candidates or to assist in gathering
information regarding a director candidate’s background and experience. If the Committee engages a third party, the
Committee approves the fee that the Company pays for these services.

THE COMPENSATION COMMITTEE

In January 2013, the Compensation Committee of the Board of Directors consisted of Messrs. Martin (Chair),
Goldress, Grzelak and Ms. Cornell and they were reappointed in May 2013. The Committee met two times during
fiscal 2013. All Committee members were present at the meetings. The duties and responsibilities of the Committee
include, among other things, to:
review and approve, at least annually, the goals and objectives relevant to the CEO compensation and the
structure of the Company’s plans for executive compensation, incentive compensation, equity-based
compensation and its general compensation, and employee benefit plans, and make recommendations to the
Board;
evaluate annual performance of the CEO in light of the goals of the Company’s executive compensation
plans, and recommend his or her compensation based on this evaluation;
in consultation with the CEO, review, evaluate and recommend to the Board the compensation of all
executive officers and key managers;
evaluate and recommend to the Board in conjunction with input of the Nominating and Corporate
Governance Committees, compensation of directors for Board and Committee service;
- review and recommend to the Board any severance agreement made with any executive officer;
- review and recommend to the Board the amount and terms of all individual stock options or grants;
review and recommend to the Board all equity-based and incentive compensation plans that are subject to
stockholder approval; and
approve and issue the annual report on executive compensation required by the SEC for inclusion in the
Company’s proxy statement.

The Compensation Committee may delegate its duties and responsibilities to subcommittees as it deems necessary and
advisable. The role of our executive officers in determining compensation is discussed below under “Compensation
Discussion and Analysis.” The Compensation Committee has authority under its charter to retain, at the Company’s
expense, such consultants and other advisers as it deems necessary to assist it in the fulfillment of its duties. The
Committee did not retain a compensation consultant in 2013.

The Board of Directors has determined that the members of the Committee are independent under the Company’s
Corporate Governance Guidelines, the NYSE listing requirements, the Exchange Act and the rules and regulations of
the Commission. The Committee’s Charter and the Company’s Corporate Governance Guidelines are reviewed at least
annually and may be viewed on the Company’s website www.alamo-group.com under the “Our Commitment” tab.

At the 2011 Annual Meeting of Stockholders, the Company received over 90% approval on the non-binding
("Say-On-Pay") Proposal on the Compensation of our Chief Executive Officer and Named Executive Officers. The
impact of the vote supports the Company's ongoing compensation package. We also received a majority vote on our
proposal to review Say-On-Pay every three years.
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COMPENSATION DISCUSSION AND ANALYSIS

This section provides information regarding the compensation program in place for the Company’s principal executive
officer, principal financial officer, and the three most highly compensated executive officers other than the principal
executive officer and principal financial officer (“Named Executive Officers” or “NEOs”). All NEOs are listed in the
Summary Compensation Table. This section also includes information regarding, among other things, the overall
objectives of the Company’s compensation program and each element of compensation that we provide.

Objectives of Our Compensation Program

The Compensation Committee of the Board of Directors has responsibility for establishing, implementing, monitoring
and approving the compensation program for NEOs and other selected key executives and managers. The Committee
reviews and recommends proposed compensation program changes, salaries, annual cash incentive compensation
amounts and incentive stock options for the NEOs and key managers to the Board of Directors for approval. The
Committee acts pursuant to its charter that has been approved by the Board. If a compensation consultant is retained
by the Committee, it shall have sole authority to retain and terminate the consulting firm, approve the firm's fees and
other retention terms.

The compensation program for NEOs is designed to attract, retain and reward talented executives who have the
experience and ability to contribute materially to the Company’s long-term success and thereby build value for its
stockholders. The program is intended to provide competitive base salaries as well as short-term and long-term
incentives which align management and stockholder objectives and provide the opportunity for NEOs to participate in
the success of the Company and its individual business units. In setting management pay levels, the Compensation
Committee considers the Company’s historical practices, the CEO’s and other NEOs’ past pay and Company and
individual performance. The program’s annual cash incentive and its longer term stock-based incentive compensation
provide potential upside for exceeding financial targets with downside risk for missing performance targets. This
balances retention with reward for delivering increased stockholder value and provides closely aligned objectives for
Company management and stockholders. The Company’s success in retaining key employees is evidenced by the fact
that the CEO and NEOs of the Company have an average tenure with the Company of more than 10 years.

Role of the CEO and the Compensation Committee in Compensation Decisions

The Compensation Committee reviews and recommends all compensation for the CEO to the Board of Directors for
its approval. The Compensation Committee reviews recommendations by the CEO for the compensation of other
NEOs as well as other managers and designated key employees. The CEO annually reviews the performance of each
NEO (other than the CEO, whose performance is reviewed by the Compensation Committee). The recommendations
based on these reviews, including salary adjustments, annual cash incentive awards and stock options, are presented to
the Compensation Committee. The Compensation Committee reviews these recommendations and can exercise its
discretion in modifying and recommending adjustments to executives. The decision is then recommended by the
Compensation Committee to the Board for its approval. Decisions regarding compensation for other key managers
participating in the EIP (defined below) are made by the CEO and other NEOs of the Company and are reviewed by
the Compensation Committee.

In its compensation process, the Compensation Committee considers whether the Company's executive compensation
and benefits program serves the best interests of the Company's stockholders. In that respect, as part of its on-going
review of the Company's executive compensation program, the Compensation Committee considered the affirmative
stockholder “Say-On-Pay” vote at the Company's Annual Meeting of Stockholders in 2011 and determined that the
Company's executive compensation philosophy, compensation objectives and compensation elements continued to be
appropriate and did not make any changes to the Company's executive compensation program in response to such
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stockholder vote.
Components of Executive Compensation

For the fiscal year ended December 31, 2013, the principal components of compensation for NEOs were:
- base salary;

- non-equity incentive compensation plan awards;

- qualified and non-qualified stock options, restrictive stock or restrictive stock units awards;

- perquisites; and

- other employee benefits.

- 13-
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Salary

The Company provides NEOs and other key managers with competitive base salaries to compensate them
appropriately for services rendered during the fiscal year. The Committee primarily considers the following for each
of the NEOs as well as other executive officers and designated key employees:

- the Company’s and business unit’s performance and individual contributions to that performance;

- experience in the position;

- in selected cases, other relevant factors; and

- recommendations of executive officers.

The base salary level for Ronald A. Robinson, President and Chief Executive Officer, is normally recommended by
the Committee and approved by the Board of Directors in March of each year, with an effective date of May 1. The
base salary levels for all of our NEOs, other executive officers and designated key employees are also determined by
the Committee based on those factors described in the preceding paragraph and are approved and generally reset on
the same dates as for the CEO.

For 2013, the Committee recommended to the Board for approval and the Board approved an increase in salaries for
the CEO and NEOs, and designated key employees effective May 1, 2013. Mr. Robinson’s salary for 2013 was
increased from $490,000 to $510,000. The salary increases for the remaining NEOs were as follows: Mr. Davies from
$316,200 to $328,900; Mr. Leonard from $268,000 to $279,000; Mr. Rick Pummell from $250,000 to $260,000; and
Mr. Malone from $247,000 to $256,000. Increases in base salaries were subject to criteria such as cost of living
increase, performance of the Company, performance of the Division, asset management, cash flow and improved
responsiveness to market conditions.

For 2014, the Committee recommended to the Board for approval and the Board approved an increase in salaries for
the CEO and NEOs, and designated key employees effective May 1, 2014. Mr. Robinson’s salary for 2014 increased
from $510,000 to $555,000. The salary increases for the remaining NEOs were as follows: Mr. Davies from $328,900
to $352,000; Mr. Leonard from $279,000 to $300,000; Mr. Pummell from $260,000 to $275,000; and Mr. Malone
from $256,000 to $267,000. Increases in base salaries were subject to criteria such as cost of living increase,
performance of the Company, performance of the Division, asset management, cash flow and improved
responsiveness to market conditions.

Executive Incentive Plan

In March 2013, the Board of Directors approved the Company’s Executive Incentive Plan (the “EIP”), subject to
stockholder approval (which was obtained at the Company’s annual meeting in 2013). The EIP is a cash incentive plan
which allows the Company to reward the Company’s NEOs and key managers based upon three factors:

- the overall performance of the Company;

- the performance of the segment of the Company or division and/or business unit in which the employee is
expected to contribute; and

- the individual performance of the employee.

In March of each year, the Compensation Committee reviews with the senior management proposed changes, if any,
to the EIP, and then adopts incentive targets for the current year. The Compensation Committee, in its sole discretion,
is entitled to interpret the EIP. Amounts under the EIP program are not deemed fully earned until paid.

EIP incentives for our CEO include a 70% objective component and 30% subjective component. All other NEO’s have

an EIP incentive which include a 75% objective component and 25% subjective component. All estimated incentives
under the EIP are accrued and expensed monthly during each fiscal year and paid within 75 days after the end of the
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fiscal year.

For 2013, the primary objective component of the EIP was based on the relationship between Actual Earnings and
Target Earnings, each as described below, for the Company or each relevant division, subsidiary or business unit.
Target Earnings for the Company and its divisions, subsidiaries and units are approved at the beginning of each Plan
Year by the Board of Directors based on management’s proposed financial plan for the year considering previous
earning trends, anticipated market conditions and appropriate goals for earnings growth.

Generally, the primary objective incentive criteria are either the projected diluted earnings per share (EPS), return on
assets (ROA) or the projected earnings before interest and taxes (EBIT) for the Company as a whole or the relevant
divisions, subsidiaries or units, which include an appropriate accrual for the estimated payments under the EIP.
Actual Earnings are actual EBIT calculated in a manner consistent with the Target Earnings and include adequate
accruals to cover all estimated payments under the EIP. EPS, ROA and EBIT for any given year are subject to
possible revisions by the Committee if the Committee

- 14-
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deems it appropriate to adjust for the effects of items such as extraordinary additions to or reversals of reserves, gains
on bargain purchase, goodwill impairment, acquisitions and divestitures, restructuring costs, gains or losses from the
sale of assets, and operating income and expenses of discontinued operations. Some EIP participants may have
additional objective criteria other than just EPS, ROA or EBIT. For example, some may have specific targets on
inventory control, asset management, return on investment, or other criteria specific to that individual’s area of
responsibility. In these cases, the various objective targets range from 70% to 75% of the total incentive target with a
25% to 30% subjective component. Mr. Leonard joined the Company in September 2011 and received a percentage of
his objective component in 2012 on a pro rata basis for 2011.

Actual payments under the objective components of the 2013 EIP could range from 0% to 200% of established target
payments on the basis of performance. In 2013, 2012 and 2011, all NEOs, with the exception of Mr. Davies in 2013
and 2012, received a percentage of compensation for their objective component.

Actual payments under the subjective components of the 2013 EIP could range from 0% to 150% of established
target payments on the basis of performance goals. In 2013, 2012 and 2011, all NEOs received a percentage of
compensation for their subjective component.

Based on the actual performance level as a percentage of Target Earnings, the EIP incentive payout is graduated by
the incremental performance change beginning at the starting EIP payment threshold of Actual Earnings to determine
the incentive earned.

For 2013, the Committee recommended, and the Board of Directors approved, the weighting and criteria for the
objective and subjective components of the plan relating to Mr. Robinson. The objective component for Mr. Robinson
was diluted EPS and ROA both subject to adjustments for any extraordinary items (such as, in the case of EPS,
goodwill impairment, certain one-time non-operating expenses and, in the case of ROA, excess cash) as determined
by the Committee. This metric helped align management with the interest of our shareholders. The Committee set the
EIP Target EPS at $2.70 for Mr. Robinson. For 2013, payouts under the EIP for Mr. Robinson were based on the

following:
Objective Component Criteria

0% of Target payment if less or equal to identified Target EPS ($2.50) is met; 100% of
50% Target payment if identified Target EPS ($2.70) is met; and 200% of Target payment if

identified maximum Target EPS ($2.95) is met or exceeded, in each case with
incremental increases to determine the incentive earned

Subjective Component
0% of Target payment if less or equal to identified Target ROA (14%) is met; 100% of
Target payment if identified Target ROA (15%) is met; and 200% of Target payment if

20% identified maximum Target ROA (17%) is met or exceeded, in each case with
incremental increases to determine the incentive earned

Subjective Component Criteria

10% Develop a management succession plan for our European operations

10% Develop a management succession plan for Senior Management

10% Create executive organization charts as of 12/31/13 and 12/31/2015 that will include

titles, names (if known) and general responsibilities

For 2013, the Committee also recommended and the Board of Directors approved the weighting and criteria for the
objective and subjective components for Corporate Participants (NEOs other than the CEO and most key managers
with the exception of Mr. Davies, Mr. Pummell, Mr. Leonard and operations managers). The objective component
was EPS. For 2013, EPS measured consolidated net income from continuing operations excluded for these managers
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(including Mr. Malone) the impact of goodwill impairment and certain other one-time non-operating expenses divided
by the weighted average number of fully diluted Company shares outstanding. This metric helped align management
with the interest of our shareholders. For 2013, payouts under the EIP for Corporate Participants were based on the
following:
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Objective Component Criteria

0% of Target payment if less or equal to identified Target EPS ($2.50) is met; 100% of
Target payment if identified Target EPS ($2.70) is met; and 200% of Target payment if
identified maximum Target EPS ($2.95) is met or exceeded, in each case with
incremental increases to determine the incentive earned

75%

Subjective Component
25% Based on subjective criteria

In the case of Mr. Davies, Mr. Pummell, Mr. Leonard and other key operations managers, the criteria and weighting
for the objective and subjective components of the plan are as follows:

Objective Component Criteria

50% Agtual EBIT for the relevant business unit vs. Target EBIT for the relevant business
unit

259% Actual ROA for the relevant business unit vs. Target ROA or

Actual inventory turns for the relevant business unit vs. Target inventory turns
Subjective Component

25% Based on subjective criteria

Since the specific quantitative targets for the business units are confidential, we do not publicly disclose these targets
for several reasons, including our belief that disclosure would cause us competitive harm. We believe disclosing the
quantitative targets would provide competitors and other third parties with insights into the Company’s internal
confidential strategic and planning processes and other confidential matters, which might allow our competitors to
predict certain business strategies. The intent is to set the targets at challenging but achievable levels, which normally
require performance improvements year over year.

The chart below reflects each NEO’s Target incentive as a percentage of base salary at 100% of Target performance.
% of Base Salary Incentive at

NEO Target Performance

Ronald A. Robinson 75%
Geoffrey Davies 40%
Jeffery A. Leonard 35%
Richard D. Pummell 40%
Dan E. Malone 35%

In 2013 on a consolidated level, the Company achieved 200% of the incentive Target EPS and ROA. This resulted in
an objective incentive payout of 200% of Target. Mr. Davies achieved less than the starting threshold of the Target
EBIT criteria, for a 0% Target payout. He also received a 0% payout for return on assets. Mr. Leonard achieved 123%
of Target EBIT payout and a 160% payout for return on assets. Mr. Pummell achieved 121% of Target EBIT payout
and a 119% payout for return on assets.

In March 2014, the Committee approved total non-equity incentive and special performance bonus payments of

$3,576,058 for the 2013 performances to participating employees. Total incentive payments for all EIP participants
expensed in 2012 and paid in March 2013 were $2,339,922.
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Included in these totals were payments to Ronald A. Robinson, President and Chief Executive Officer, of $641,070
($535,500 related to the objective component of the EIP, $105,570 related to the subjective component of the EIP) and
$294,919 ($184,6609 related to the objective component of the EIP, $110,250 related to the subjective component of
the EIP ) applicable to 2013 and 2012, respectively. The primary factors affecting Mr. Robinson’s compensation
include, among other things, his overall leadership of the Company, the growth of the Company, the management of
the Company during difficult economic conditions, succession planning, risk assessment, corporate strategy, return on
assets, and his efforts contributing to the continued long-term success of the Company.
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Mr. Davies’ non-equity incentive compensation was $33,952 ($0 related to the objective component of the EIP and
$33,952 related to the subjective component of the EIP) and $39,525 ($0 related to the objective component of the EIP
and $39,525 related to the subjective component of the EIP) for 2013 and 2012, respectively. The primary factors
affecting Mr. Davies’ compensation include, among other things, leadership of the European Division during difficult
economic conditions, productivity, efficiency, increased market coverage throughout Europe, consistent profitability
in all European operations, succession planning, and his efforts contributing to the continued long-term success of the
Company.

Mr. Leonard’s non-equity incentive compensation was $130,851 ($99,115 related to the objective component of the
EIP, $31,736 related to the subjective component of the EIP) and $70,116 ($40,803 related to the objective component
of the EIP, $29,313 related to the subjective component of the EIP) for 2013 and 2012, respectively. The primary
factors affecting Mr. Leonard’s compensation include, among other things, leadership of the Industrial Division,
productivity, efficiency, consistent profitability in all industrial units, adherence to annual budgets, complete
integration of Tenco operations, and his efforts contributing to the continued long-term success of the Company.

Mr. Pummell’s non-equity incentive compensation was $126,360 ($93,860 related to the objective component of the
EIP, $32,500 related to the subjective component of the EIP) and $113,250 ($88,250 related to the objective
component of the EIP, $25,000 related to the subjective component of the EIP) for 2013 and 2012, respectively. The
primary factors affecting Mr. Pummell’s compensation include, among other things, leadership of the Agricultural
Division, productivity, efficiency, consistent profitability in all agricultural units, adherence to annual budgets,
succession planning, development of new international markets, and his efforts contributing to the continued
long-term success of the Company.

Mr. Malone’s non-equity incentive compensation was $156,800 ($134,400 related to the objective component of the
EIP, $22,400 related to the subjective component of the EIP) and $62,892 ($43,441 related to the objective component
of the EIP, $19,451 related to the subjective component of the EIP) for 2013 and 2012, respectively. The primary
factors affecting Mr. Malone’s compensation include, among other things, his involvement in cost control initiatives,
developing corporate benchmarking standards, expanding international procurement capabilities, expense
management, his contribution to the Company’s achievement of its objective goals and to the enhancement of
shareholder return, and his efforts contributing to the continued long-term success of the Company.

Awards made to the NEOs under the EIP for performance in 2013 are reflected in the “Non-Equity Incentive
Compensation Plan” column of the Summary Compensation Table on page 20.

Equity Award Programs

The Company’s equity award programs relate stockholder value and long-term compensation. These programs provide
an opportunity for increased equity ownership by our executives while maintaining competitive levels of total
compensation.

From time to time the Committee has recommended, and the Board of Directors has granted, equity awards which
have consisted of qualified and non-qualified stock options and restricted stock units to NEOs, key employees and
directors. Equity award levels vary among participants based on their performance and positions within the Company.

Equity awards are granted to a limited number of key employees who the Committee believes have a level of
responsibility that can affect the overall performance of the Company or a major segment thereof. They may also be
issued to non-employees who are members of the Board of Directors. The amount of the grants and frequency are
totally at the discretion of the Board of Directors, based on recommendations from the Compensation Committee.
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These awards are used to provide a longer-term incentive than annual cash bonuses and are viewed as encouraging
key employee retention. Since the ultimate value of the award is tied to the Company’s stock price, it further aligns the
individual’s performance with that of the Company’s shareholders.

Stock options are granted at the NYSE’s closing price of the Company’s Common Stock on the effective date of grant
and thus will have no ultimate value unless the value of the Company’s Common Stock appreciates. The Company has
never granted options with an exercise price that is less than the closing price of the Company’s Common Stock on the
grant date, nor has it granted options which are priced on a date other than the effective date of the grant. We do not
grant options during blackout periods when insider transactions are prohibited. The Committee believes these options
provide a significant incentive for the option holders to enhance the value of the Company’s Common Stock by
continually improving the Company’s performance.

All qualified and non-qualified options granted by the Committee become vested and exercisable for 20% of the total
optioned shares after one year following the grant and for an additional 20% of the total optioned shares after each
succeeding
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year until the option is fully exercisable. The options have a term of 10 years. For options granted prior to February
2006, upon termination or retirement of the employee or Director option holder, the option holder has 30 days to
exercise vested shares except in the case of death (which is subject to a one-year limitation). For options granted after
February 2006, if the option holder is at least 62 years of age and has at least 5 years of service with the Company,
then all outstanding options become fully vested upon termination of employment (not for cause), retirement or death.

In 2005, stockholders approved the 2005 Incentive Stock Option Plan that allows for the issuance of incentive stock
options.

In 2009, stockholders approved the 2009 Equity Incentive Plan that allows for the issuance of non-qualified stock
options, restricted stock or restricted stock units or any combination thereof. Non-qualified stock options issued under
the Plan become vested and exercisable for 20% of the total optioned shares after one year following the date of grant
and for an additional 20% of the total optioned shares after each succeeding year until the option is fully exercisable.
Restricted stock and restricted stock units generally vest over four years at 25% per year. The awards are valued at the
closing price of the Company’s common stock on the NYSE on the date of the grant.

In 2013, the Company awarded Mr. Robinson non-qualified stock options to purchase 25,000 shares because of his
individual performance and leadership. The options (a) will vest in equal annual installments over the five-year
period commencing on the first anniversary of the date of grant (which was May 6, 2013) provided that he is
employed by the Company on each such date (subject to certain exceptions), (b) have an exercise price equal to the
closing price of the Company’s common stock on the New York Stock Exchange on the date of grant and (c) have a
term of ten (10) years from such date. The options are subject to vesting upon a Change in Control, as defined in the
relevant plan under which they were issued. The options were issued under the Company’s 2009 Equity Incentive
Plan.

In 2013, the Company awarded Mr. Malone incentive stock options to purchase 5,000 shares because of his expansion
of an international project. These options (a) will vest in equal annual installments over the five-year period
commencing on the first anniversary of the date of grant (which was May 6, 2013) provided that he is employed by
the Company on each such date (subject to certain exceptions), (b) have an exercise price equal to the closing price of
the Company’s common stock on the New York Stock Exchange on the date of grant, and (c) have a term of ten (10)
years from such date. The options are subject to vesting upon a Change in Control, as defined in the relevant plan
under which they were issued. The options were issued under the Company’s 2005 Incentive Stock Option Plan.

Supplemental Retirement Plan

The Board of Directors of the Company adopted the Alamo Group Inc. Supplemental Executive Retirement Plan (the
“SERP”), effective as of January 3, 2011. The SERP benefits certain key management or other highly compensated
employees of the Company and/or certain subsidiaries who are selected by the Compensation Committee and
approved by the Board to participate, including Ronald A. Robinson, President and Chief Executive Officer, Dan E.
Malone, Executive Vice President and Chief Financial Officer, Donald C. Duncan, Vice President and General
Counsel, Robert H. George, Vice President, Secretary and Treasurer, Richard D. Pummell, Vice President of the
Agricultural Division, and Richard J. Wehrle, Vice President and Controller. Mr. Leonard was approved on March 7,
2013, by the Board of Directors to be a participant in the SERP according to its terms and conditions. Mr. Davies, who
is part of a retirement plan in the United Kingdom, is not included in the SERP.

The SERP is intended to provide a benefit from the Company upon retirement, death or disability, or a change in
control of the Company. Accordingly, the SERP obligates the Company to pay to a participant a Retirement Benefit
(as defined in the SERP) upon the occurrence of certain payment events to the extent a participant has a vested right
thereto. A participant’s right to his Retirement Benefit becomes vested in the Company’s contributions upon 10 years
of Credited Service (as defined in the SERP) following the effective date of the SERP or a change in control of the
Company. The Retirement Benefit is based on 20% of the final three year average salary of each participant on or
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after his or her Normal Retirement Age (65 years of age). In the event of the participant’s death or a change in control,
the participant’s vested Retirement Benefit will be paid in a lump sum to the participant or his estate, as applicable,
within 90 days after the participant’s death or a change in control, as applicable. In the event the participant is entitled
to a benefit from the SERP due to disability, retirement or other termination of employment, the benefit will be paid in
monthly installments over a period of fifteen years.

Perquisites
The Company’s NEOs and key managers receive various perquisites provided by or paid for by the Company. These
perquisites can include memberships in social and professional clubs, car allowances, a 401(k) restoration plan, and

gross-up payments equal to the taxes payable on certain perquisites:
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Club memberships - reimbursement for dues and business expenses, usually negotiated at start of
employment.
Car allowances/company vehicles - an allowance paid monthly for usage of a personal vehicle or a company vehicle
is provided where required, also usually negotiated at start of employment.
401(k) restoration plan - provides a supplemental compensation benefit to a select group of executive officers and
highly compensated employees who cannot participate at the same level as other employees of the Company.
Gross-up payments - provided in certain limited situations, such as commuting and relocation expenses, that are
taxable events.
Retirement Plans in other countries.
.Reimbursement of certain commercial airfare, hotel and vehicle expenses in connection with Mr. Robinson’s
commuting that was approved by the Committee.

We provide these perquisites because, in many cases, such as membership in social and professional clubs, the
perquisites are often used by the executives for business-related activities and entertainment, and these perquisites are
provided by many companies to their NEOs and are therefore necessary to enable the Company to retain and recruit
capable managers. With respect to the last item listed above, the Board agreed to reimburse certain expenses in
connection with Mr. Robinson’s commuting from his home in Colorado Springs, Colorado, to the Company’s corporate
office in Seguin, Texas, including commercial airfare, hotel and car rental.

The Committee reviews the perquisites provided to the NEOs on an annual basis, in an attempt to ensure that they
continue to be appropriate in light of the Committee’s overall goal of designing a compensation program for NEOs.

Other Employee Benefits

NEOs participate in all other benefits generally offered to employees.

Tax Implications

As part of its role, the Committee reviews and considers the deductibility of executive compensation under Section
162(m) of the Internal Revenue Code (the “Code”), which provides that the Company may not deduct compensation of
more than $1,000,000 that is paid to certain individuals. The Company believes that compensation paid under the
management incentive plans is generally fully deductible for federal income tax purposes.

COMPENSATION COMMITTEE REPORT

The Compensation Committee of the Board of Directors oversees the Company’s compensation program on behalf of
the Board. In fulfilling its oversight responsibilities, the Compensation Committee reviewed and discussed with
management the Compensation Discussion and Analysis set forth in this Proxy Statement.

In reliance on the review and discussions referred above, the Compensation Committee recommended to the Board
that the Compensation Discussion and Analysis be included in the Company’s Proxy Statement to be filed in
connection with the Company’s 2014 Annual Meeting of Stockholders, which will be filed with the SEC.
COMPENSATION COMMITTEE

Gary L. Martin, Chair
Helen W. Cornell, Member
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EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE

The following table describes the annual compensation for our NEOs for the fiscal years 2013, 2012 and 2011.

Name and Principal

.. Year
Position

2013
Ronald A. Robinson 2012
President & CEO 2011

Geoffrey Davies 2013
VP & Managing 2012
Director, 2011
Alamo Group Europe

Ltd. D

Jeffery A. Leonard 2013
. 2012
VP Industrial 2011
Division(”
Richard D. Pummell 2013
) 2012
VP Agricultural
L 2011
Division
Dan E. Malone 2013
Executive VP & 2012
CFO, 2011
Principal Financial
Officer

ey

Salary
$m

504,265
482,306
455,131

327,753
311,034
275,900

275,606
265,565
64,042

258,825
247,924
235,932

253,299
242,601
229,449

Bonus

Stock Option

Payments Awards Awards

$)

®  ®®
- 514,000

- 312,468

- 73,800

- 147,600

- 73,800

- 102,800

- 62,494

Non-Equity
Incentive

Plan
Compensation
$

641,070
294,919
653,906

33,952
39,525
45,105

130,851
70,116
26,541

126,360
113,250
129,840

156,800
62,892
150,347

Change

All Other

of PensionCompen-

Value
($H@

140,204
160,783

76,107

43,419
120,770
102,502

4,476
70,317
61,351

sation

($)65)©)

110,302
106,064
82,117

46,928
35,614
34,732

17,144
18,377
2,400

13,852
17,748
12,437

9,029
11,658
7,183

Total
&)

1,769,637
1,023,493
1,664,405

408,633
459,973
355,737

499,708
501,658
92,982

442,456
573,492
480,711

526,404
387,468
510,824

With the exception of Mr. Davies, the Company pays NEOs on a bi-weekly basis. In 2011, 2012 and 2013, the
salaries represent normal 26 pay periods. Davies is paid on a monthly basis.

The amount shown in this column constitutes options granted under the Company’s stock option programs. The
amounts are valued based on the aggregate grant date fair value of the award in accordance with FASB ASC 718.

2)

See Note 1 to the Consolidated Financial Statements included in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2013 for a discussion of the relevant assumptions used in calculating grant date fair

value pursuant to FASB ASC 718. The grant date fair value for options is based on the Black-Scholes option
pricing model in which the option fair value as of the grant date (May 6, 2013) was determined to be $20.56.
(3)EIP incentives approved and paid in 2012, 2013 and 2014.
The amount reflects the increase in present value of accumulated benefits under the Supplemental Executive
(4)Retirement Plan (SERP). For Mr. Robinson, the present value of his accumulated benefits under SERP in 2013
decreased by the amount of $37,340.
(5) With the exception of Mr. Davies, amounts represent the Company's contribution under the Alamo Group (USA)
Inc. tax-qualified 401(k) plan (the ““ 401(k) Plan”). In the case of Mr. Robinson, each year the amounts include
perquisites in excess of $10,000 which include reimbursement of commuting expenses ($59,483 in 2013 and
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$48,290 in 2011, a car allowance, club dues and restoration payments pursuant to the Alamo Group Inc. 401(k)

Restoration Plan. Such restoration payments are equivalent to matching contributions that would have been or

would be made under the Company's 401(k) plan but were foregone due to certain limitations on contributions to

401(k) plans in the Internal Revenue Code of 1986.

Mr. Davies’ amount reflects Alamo Group Europe Ltd.’s contribution to Mr. Davies’ retirement plan in the United

Kingdom.

(7)Mr. Davies’ compensation was paid in British pounds and is reflected in US dollars based on the average daily
exchange rate for the year, which was 1.5647 in 2013, 1.5854 in 2012 and 1.6039 in 2011.

(8)Mr. Leonard was hired as Vice President of Alamo Group Inc. in September 2011.

(6)
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Employment Agreements
All NEOs of the Company serve at the discretion of the Board of Directors. The NEOs are appointed to their
positions by the Board until the next annual meeting of directors or until their successors have been duly qualified and

appointed. There are currently no employment agreements with any NEOs of the Company.

2012 GRANTS OF PLAN-BASED AWARDS

Estimated Possible Estimated Future Payouts ~ All Other All Other
Payouts Under Under Stock Option Exercise Grant-Date
Non-Equity Incentive Plan Equity Incentive Plan Awards: Awards: Fair Value
Awards() Awards Number Number o .Base of Stock
Name Grant of of Prlc§ of and
Date Shares of Securities Option Option
Threshold Target Maximurfhreshold Target Maximum . Awards
$) $) ) #) #) #) Stock‘ Underlyln%$ /Sh) Awards
or Units  Options % ®
(#) # @
Ronald A. — 382,500707,625 — — — — — — —
Robinson 5/6/2013— — — — — — — 25,000 4270 514,000
Geoffrey — 131,812247,148 — — — — — — —
Davies — — — — — — — — — —
Jeffery A. — 97,650 188,650 — — — — — — —
Leonard — — — — — — — — — —
Richard — 104,000195,000 — — — — — — —
D.
Pummell o o o o o o o o o o
Dan E. — 89,600 168,000 — — — — — — —
Malone 5/6/2013— — — — — — — 5,000 4270 102,800

Amounts shown are estimated possible payouts for fiscal 2013 under the Company’s Incentive Compensation Plan.
These amounts are based on the individual’s fiscal 2012 base salary and position. The maximum amounts shown
(1)are 200% of the objective target and 150% of the subjective target. Actual incentives received by the NEOs for
fiscal 2013 are reported in the summary compensation table under the column entitled “Non-Equity Incentive Plan
Compensation.”
The amount in this column reflects the number of options to purchase shares of the Company’s Common Stock
granted to named officers under the 2005 Incentive Stock Option Plan and 2009 Equity Incentive Plan.
The amount shown in this column constitutes options granted under the Company’s stock option program.
The amounts represent the value of the options based on the aggregate grant date fair values of the awards
determined pursuant to FASB ASC 718. See Note 1 to the Consolidated Financial Statements included in
3) the Company’s Annual Report on Form 10-K for the year ended December 31, 2013 for a discussion of the
relevant assumptions used in calculating grant date fair value pursuant to FASB ASC 718. The grant date
fair value for options is based on the Black-Scholes option pricing model in which the option fair value as
of the grant date (May 6, 2013) was determined to be $20.56.

2)
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OUTSTANDING EQUITY AWARDS AT 2013 FISCAL YEAR-END
The following table lists all outstanding equity awards held by our NEOs as of December 31, 2013:

Name

Ronald

A

Robinson 5,000

Geoffrey 10,000 -
Davies

Jeffery

A.

Leonard
Richard

D

Pummell 1,000

Dan E.
Malone

Option Awards

Number of Securities

Equity

Underlying Unexercised Incentive

Options

Exercisable Unexercisable

(#) (#)
25,000 -
5,000
10,000 15,000
25,000
1,000 4,000
2,000 8,000
2,000 2,000
2,000
1,000 4,000
2,400 2,400
2,000 3,000
- 5,000

Plan
Awards:

Number of
Securities
Underlying
Unexercised

Unearned
Options
#)

OPTION EXERCISES AND STOCK VESTED IN 2013

Name

Option Awards

Number of
Shares Acquired
on Exercise

(#)

Ronald A. Robinson -

Geoffrey Davies

Jeffery A. Leonard -

21,900

Stock Awards
Equity
Incentive
Market Plan Awards:
Number
Value Number of
. of Shares
Optio . . of Shares Unearned
. Option  or Units )
Exercise . or Units  Shares,
Expirationof Stock .
i of Stock  Units, or
Date that have
%) Not Veste dthat have Shares,
#) Not VestedRights
$) that have
Not Vested
#)
25.18 5/7/2017 - - -
11.45 5/11/2019 - - -
26.45 5/9/2021 - - -
4270  5/6/2023 - - -
22.55 5/9/2018 - - -
- - 750 45,518 -
3276 5/8/2022 -
32.76  5/8/2022 - - -
11.45 5/11/2019 - - -
24.69  5/11/2020 - - -
3276 5/8/2022 - - -
11.45 5/11/2019 - - -
26.45 5/9/2021 - - -
4270 5/6/13 - - -
Stock Awards
Value Realized Number of Valu.e
) Shares Realized
Upon Exercise .
$) Acquired on on
Vesting Vesting
(#) &)
- 10,000 431,450
576,521 3,000 129,950
- 2,000 87,660

Equity
Incentive

Plan Awards:
Market Value or
Payout

Value of
Unearned
Shares,

Units, or
other Rights
that have

Not Vested ($)
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Dan E. Malone
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15,000 276,280 4,000
- - 4,400

173,520
189,872
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PENSION BENEFITS

The following table quantifies the "deferred benefit" pension benefits expected to be paid from the SERP and the U.K.
Plan.

Number of Present Value Payments
Name Plan Name Years Credited Services (#) of Accumulated Benefit During Last
DL Fiscal Year ($)
Ronald A. Robinson SERP 15 901,424 -
Geoffrey Davies® - - — -
Jeffery A. Leonard®®  SERP 2 76,107 -
Richard D. Pummell® SERP 9 447,074 -
Dan E. Malone® SERP 7 221,861 -

The estimated present value of accumulated benefits under the SERP is based on a discount rate of 4.60% as of
December 31, 2013. The RP-2000 Mortality Table is used for the SERP calculation projected to 2013 for the
(1)participants. Participants are assumed to retire at the latest of current age and the plan’s earliest retirement date (age
65) with unreduced benefits. No pre-retirement mortality, retirement, or terminating has been assumed for the
present value factors.
As of the end of the measurement period (December 31, 2013) Mr. Pummell, Mr. Leonard and Mr. Malone are not
yet vested in the SERP, and have no benefit payable under the SERP.
Mr. Davies is not part of the SERP. He receives contributions from Alamo Group Europe Ltd. to his retirement
plan in the United Kingdom.
Mr. Leonard was approved by the Board of Directors on March 7, 2013 to be a participant in the SERP according
to its terms and conditions.

2
3)
“)

U.K. Retirement Plan

In addition to the SERP, the Company operates a Group Stakeholder Pension Arrangement in the U.K. (the “U.K. Plan”)
in which Mr. Davies participates. Pursuant to the U.K. Plan, contributions are made by both the Company and the
employee to a nominated third party private pension company. Contributions are accumulated and are invested by Mr.
Davies as he chooses with the third party pension company. From a U.K.-government approved draw down date, the
fund may be converted by the employee into a mixture of tax free lump sum and taxable regular annuity income.
Potential Payments Upon Termination or Change in Control

This section describes the benefits and payments to which each NEO would have been entitled under the Company’s
existing plans and arrangements if his employment had terminated or if the Company had undergone a Change in
Control, in each case, on December 31, 2013. For purposes of valuing any outstanding equity awards, we have
assumed a per share value of $60.69, the closing market price of the Company’s common stock on December 31, 2013.

General Policies

Prior to the effective date of the SERP on January 3, 2011, the applicable NEOs were not entitled to cash severance
payments upon any termination of employment or upon a Change in Control of the Company. Upon termination, the
NEOs receive health and welfare benefits under COBRA that are generally available to all salaried employees and
accrued vacation pay. There are no special or enhanced termination benefits under the Company’s stock option plans
for the NEOs as compared to non-named executive officer participants. For information with respect to potential
payments under the SERP, see "SERP" below.

Termination of Employment / Changes in Control - Equity
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A detailed list of the equity awards held by each NEO as of December 31, 2013 is set forth in the “Outstanding Equity
Awards at 2013 Fiscal Year-End” table above. The NEOs do not hold any equity awards other than the stock options
and the restricted stock awards listed in the table. With respect to options granted prior to February 2006, NEOs may
exercise only vested options within 30 days of termination of their employments (not for cause), 30 days of their
retirements, or 1 year of their deaths. With respect to options granted since February 2006, if the NEO is at least 62
years of age and has at least 5 years of service with the Company, the options become fully vested and may be
exercised upon termination of the NEO’s employment (not for cause), retirement or death in accordance with their
terms.

-23.
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Stock options granted by the Company have included provisions applicable upon a Change in Control, as defined in
the applicable award certificates. These options will become exercisable upon the occurrence of a Change in Control,
but transfer restrictions on shares acquired upon exercise of stock options and cancellation provisions will remain in
effect until the applicable transfer restriction date.

Stock options held by the NEOs that would become exercisable upon (1) a termination of employment (not for cause),
retirement or death or disability or (2) upon a Change in Control had intrinsic value as of December 31, 2013.

The following chart shows the value of restricted stock units and stock option awards that would have become vested
or forfeited for a termination of employment as of December 31, 2013. For this purpose, restricted stock units awards
were valued at our closing price as of December 31, 2013 and stock options were valued as the difference between our
closing price as of that date and the applicable exercise price of the stock options.

Termination Change in Any Other
Name Death or Disability £ Involuntary/Voluntary
For Cause Control .. ]
Termination Without Cause
) . Immediate ) )
Forfeit($) Vesting($) Forfeit($) Vesting($) Vesting($) Forfeit($)
Ronfﬂd A 2,685,900 1,476,350 1,209,550 2,685,900 1,476,350 1,209,550
Robinson
Geoffrey Davies 566,568 454,848 111,720 566,568 454,848 111,720
Jeffery A. 279,300 55,860 223,440 279,300 55,860 223,440
Leonard™®
Richard D. 444,610 162,410 282,200 444,610 162,410 282,200
Pummell
Dan E. Malone 497,502 186,656 310,846 497,502 186,656 310,846
SERP

The SERP is intended to provide a benefit from the Company upon retirement, death or disability, or a change in
control of the Company. Accordingly, the SERP obligates the Company to pay to a participant a Retirement Benefit
(as defined in the SERP) upon the occurrence of certain payment events to the extent a participant has a vested right
thereto. A participant’s right to his Retirement Benefit becomes vested in the Company’s contributions upon 10 years
of Credited Service (as defined in the SERP) following the effective date of the SERP or a Change in Control of the
Company. The Retirement Benefit will be based on 20% of the final three year average salary of each participant on
or after his or her Normal Retirement Age (65 years of age). In the event of the participant’s death or a Change in
Control, the participant’s vested Retirement Benefit will be paid in a lump sum to the participant or his estate, as
applicable, within 90 days after the participant’s death or a Change in Control, as applicable. In the event the
participant is entitled to a benefit from the SERP due to disability, retirement or other termination of employment, the
benefit will be paid in monthly installments over a period of fifteen years.

The following chart shows the potential payouts under the SERP as of December 31, 2013. Mr. Davies does not
participate in the SERP.

Termination S Change in Any Other
Name For Cause Death or Disability () Control Involuntary/Voluntary
Termination Without Cause (1)
Forfeit($) Vesting($) Vesting($) Forfeit($)
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Forfeit($) Immediate
Vesting($)

Ronald A. 901,424 901,424 ; 1,464,999 901,424 ;
Robinson
Jeffery A 76,107 - 76,107 189,999 - 76,107
Leonard®
Richard D. 447,074 - 447,074 673,500 ; 447,074
Pummell
Dan E. Malone 221,861 ; 221,861 515,781 ; 221,861

Death or disability and any other involuntary or voluntary termination is the present value of accumulated benefits
( )to be paid out in monthly installments over a period of 15 years.

Mr. Leonard was approved by the Board of Directors on March 7, 2013 to be a participant in the SERP according
( )to its terms and conditions.
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DIRECTOR COMPENSATION DURING 2013

The following table sets forth the aggregate compensation awarded to, earned by or paid to our non-employee
directors during 2013:

Fees All
Name Earned or Option Awards Other Total
Paid in Cash $® Compensation $)
$)® &)
Roderick R. Baty 53,000 30,061 - 83,061
Helen W. Cornell 59,600 30,061 - 89,661
Jerry E. Goldress 52,300 30,061 - 82,361
David W. Grzelak 60,600 30,061 - 90,661
Gary L. Martin 55,200 30,061 - 85,261
James B. Skaggs 65,200 30,061 - 95,261

Non-employee directors received $2,800 for each meeting of the Board of Directors attended in person, and $1,500
for each meeting of any Committee attended in person, or $600 for each meeting of the Board of Directors or any
meeting of any Committee thereof attended by telephone. The Company pays directors who are not employees of
the Company a $30,000 retainer per year. The chairman of the Board receives an additional $20,000 annual
retainer, the chair of the Audit Committee receives an additional $6,000 annual retainer and other committee chairs
each receive an additional $4,000 annual retainer. Directors are reimbursed for reasonable expenses incurred as a
result of attending meetings of the Board or the Committees. The Board of Directors also receives an annual grant
of stock options.

The amounts shown in this column represent the full grant date fair value of the deferred stock options granted in
2013 as computed in accordance with Financial Accounting Standards Board (“FASB” Accounting Standards
Codification (“ASC”) Topic 718. As of December 31, 2013, the aggregate deferred stock options outstanding were as
follows: Mr. Baty had O options outstanding; Ms. Cornell had 0 options outstanding; Mr. Goldress had 8,200
options outstanding; Mr. Grzelak had 15,500 options outstanding; Mr. Martin had 13,000 options outstanding; and
Mr. Skaggs had 8,200 options outstanding. As of December 31, 2013, the restricted stock awards were as follows:
Mr. Baty had 1,454 shares; Ms. Cornell had 1,704 shares; Mr. Goldress had 1,704 shares; Mr. Grzelak had 1,704
shares; Mr. Skaggs had 1,704 shares; and Mr. Martin had 1,704 shares which he assigned to Capital Southwest.

ey

2

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Company or one of our subsidiaries may occasionally enter into transactions with certain “related persons.” Our
Board has adopted a written Related Person Transactions Policy (the “Policy”) governing the approval or ratification of
Related Person Transactions by the Audit Committee or all of the disinterested members of the Board, if necessary.

For purposes of the Policy, a Related Person Transaction generally means any transaction outside the normal course of
business and not arms-length involving an amount in excess of $120,000 cumulatively within a twelve month period
in which the Company is a participant and in which a Related Person, as defined below, has a direct or indirect
material interest. In addition, proposed charitable contributions, or pledges of charitable contributions in excess of
$100,000 cumulatively within a twelve month period, by the Company to a charitable or non-profit organization
identified on the roster of Related Persons, are also subject to prior review and approval by the Audit Committee. A
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Related Person means (i) an executive officer or director of the Company or a nominee for director of the Company,
(ii) a beneficial owner of more than 5% of any class of voting securities of the Company, (iii) an immediate family
member of any of the persons identified in clauses (i) or (ii) hereof, and (iv) any firm, corporation or other entity in
which any of the foregoing persons is employed or is a general partner or principal or in a similar position or in which
such person has a 5% or greater beneficial ownership interest.

Prior to entering into the Related Person Transaction, (a) the Related Person, (b) the director, executive officer,
nominee or beneficial owner who is an immediate family member of the Related Person, or (c) the relevant business
manager responsible for the potential Related Person Transaction shall provide notice to the General Counsel of the
facts and circumstances of the proposed Related Person Transaction. The General Counsel shall advise the Chair of
the Audit Committee of any Related Person Transaction of which he becomes aware.

Under the Policy, the Audit Committee shall consider each Related Person Transaction, unless the Audit Committee
determines that the approval or ratification of such Related Person Transaction should be considered by all of the

disinterested members of the Board of Directors.
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In considering whether to approve or ratify any Related Person Transaction, the Audit Committee or the disinterested

members of the Board of Directors, as the case may be, shall consider all factors that are relevant to the Related

Person Transaction, including, without limitation, the following:

- the size of the transaction and the amount payable to a Related Person;

- the nature of the interest of the Related Person in the transaction;

- whether the transaction may involve a conflict of interest; and
whether the transaction involves the provision of goods or services to the Company that are available from
unaffiliated third parties and, if so, whether the transaction is on terms and made under circumstances that
are at least as favorable to the Company as would be available in comparable transactions with or involving
unaffiliated third parties.

There were no Related Party Transactions during the fiscal year ending December 31, 2013.

PROPOSAL 2 - RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS

The Audit Committee of the Board of Directors desires to engage the services of KPMG LLP for the fiscal year
ending December 31, 2014. The Audit Committee has appointed KPMG LLP to audit the financial statements of the
Company for fiscal 2014 and report on those financial statements. Stockholders are being asked to vote FOR the
ratification of the appointment. If stockholders do not ratify the appointment of KPMG LLP, the Audit Committee
will reconsider its appointment.

Fees Incurred by the Company for KPMG LLP

The following table shows the fees paid or accrued by the Company for the audit and other services provided by
KPMG LLP for fiscal 2013 and 2012.

2013 2012
Audit Fees (D $1,086,000 $918,000
Audit-Related Fees @ 337,000 132,000
Tax Fees 499,000 362,000
All Other Fees ¥ 0 0
Total $1,922,000 $1,412,000

Both 2013 and 2012 Audit Fees include: (i) the audit of our consolidated financial statements included in our

Annual Report on Form 10-K and services attendant to, or required by, statute or regulation; (ii) reviews of the

interim condensed consolidated financial statements included in our quarterly reports on Form 10-Q; (iii) comfort

letters, consents and other services related to SEC and other regulatory filings; and (iv) the audit of management’s

reports on the effectiveness of the Company’s internal control over financial reporting, as required by Section 404

of the Sarbanes-Oxley Act of 2002 (Section 404).

Audit-Related Fees in 2013 and 2012 include fees related to potential acquisitions, and in 2012 employee benefit

plans.

Tax Fees in 2013 and 2012 include tax compliance, tax planning and tax advice. Tax compliance, tax planning and

(3)tax advice services include the review of U.S. federal, state and local income tax returns and tax advice regarding
R&D tax credits.

(4) There were no other professional services rendered in 2013 or 2012.

ey
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Audit Committee’s Preapproval Policy and Procedures

Our Audit Committee has adopted policies and procedures for the preapproval of audit and non-audit services for the
purpose of maintaining the independence of our independent auditors. These policies and procedures are reviewed at
least annually. We may not engage our independent auditors to render any audit or non-audit service unless either the
service is approved in advance by the Audit Committee or the engagement to render the service is entered into
pursuant to the Audit Committee’s preapproval policies and procedures. On an annual basis, the Audit Committee may
preapprove services that are expected to be provided to the Company by the independent auditors during the following
twelve months.

The Audit Committee may also preapprove particular services on a case-by-case basis. In assessing requests for
services by the independent auditors, the Audit Committee considers whether such services are consistent with the
auditor's independence, whether the independent auditors are likely to provide the most effective and efficient service
based upon their
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familiarity with the Company and whether the service could enhance the Company's ability to manage or control risk
or improve audit quality.

Representatives of KPMG LLP will be present at the Annual Meeting and will be available to respond to appropriate
questions concerning the fiscal year ending December 31, 2013 and make a statement should they so desire.

Vote required. This recommendation must be approved by the affirmative vote of a majority of the shares represented
at the Annual Meeting and entitled to vote thereon. All proxies will be voted “FOR” the ratification of the appointment
of KPMG LLP as the Company’s independent auditor unless a contrary choice is indicated.

THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR”
THE RATIFICATION OF THE APPOINTMENT OF KPMG LLP AS THE COMPANY’S INDEPENDENT
AUDITORS FOR 2014, WHICH IS DESIGNATED AS PROPOSAL NO. 2 ON THE ENCLOSED PROXY.
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PROPOSAL 3 - ADVISORY VOTE ON EXECUTIVE COMPENSATION

Pursuant to Section 14 A of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), we are providing
shareholders with a vote to approve, on an advisory, non-binding basis, the compensation of our NEOs as disclosed in
this Proxy Statement in accordance with Securities and Exchange Commission rules. This vote is intended to provide
an overall assessment of our executive compensation program rather than focus on a specific individual or item of
compensation.

The goal of our executive compensation program is to motivate and retain highly-talented executives who are critical
to the success of our Company and to enhance the Company’s performance by providing compensation to key
managers who have the ability by the nature of their positions to significantly affect the operational effectiveness and
financial performance of the Company or one of its subsidiaries. This ties the individual’s objectives with those of the
Company and the shareholders.

This proposal gives our shareholders the opportunity to express their views on the overall compensation of our NEOs
and the philosophy, policies and practices described in this Proxy Statement. For the reasons discussed above, we are
asking our shareholders to indicate their support for our named executive officer compensation by voting FOR the
following resolution at the Annual Meeting:

“RESOLVED, that the Company’s shareholders approve, on an advisory basis, the compensation of the named
executive officers, as disclosed in this Proxy Statement pursuant to the compensation disclosure rules of the Securities
and Exchange Commission, including the Compensation Discussion and Analysis, the Summary Compensation Table
and the other related tables and disclosure in this Proxy Statement.”

As an advisory vote, this proposal is not binding upon our Board of Directors or the Company. However, we expect
that our Compensation Committee, which is responsible for designing and administering our executive compensation
program, will consider the outcome of the vote when making future compensation decisions for our CEO and NEOs.

Under the rules of the NYSE, brokers are prohibited from giving proxies to vote on executive compensation matters
unless the beneficial owner of such shares has given voting instructions on the matter. This means that if your broker
is the record holder of your shares, you must give voting instructions to your broker with respect to Proposal 3 if you
want to have your broker to vote your shares on the matter.

Approval of the say-on-pay proposal requires the affirmative vote of a majority of the shares represented and entitled
to vote at the Annual Meeting. Because your vote is advisory, it will not be binding on the Board or the Company.
However, the Board will review the voting results and take them into consideration when making future decisions
regarding executive compensation.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE APPROVAL, ON AN ADVISORY BASIS,
OF THE COMPENSATION OF OUR CHIEF EXECUTIVE OFFICER AND NAMED EXECUTIVE OFFICERS,
AS DISCLOSED IN THIS PROXY STATEMENT WHICH IS DESIGNATED AS PROPOSAL

NO. 3 ON THE ENCLOSED PROXY PURSUANT TO THE COMPENSATION DISCLOSURE RULES OF THE
SEC.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
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Section 16(a) of the Exchange Act requires our directors, executive officers and beneficial owners of more than 10%
of Common Stock to file with the SEC reports regarding their ownership and changes in ownership of our securities.
The Company believes that, through March 7, 2014, its directors, executive officers and beneficial owners of more
than 10% of the Common Stock complied with all Section 16(a) filings.

In making this statement, the Company has relied upon examination of the copies of Forms 3, 4 and 5 and

amendments thereto, provided to Alamo Group Inc., and the written representations of its directors, executive officers
and beneficial owners of more than 10% of the Company's Common Stock.
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STOCKHOLDER PROPOSALS FOR 2015 ANNUAL MEETING

Proposals from stockholders intended to be presented at the 2015 Annual Meeting, pursuant to Rule 14a-8 under the
Exchange Act, must be received in writing by the Company at its principal executive offices not later than December
5, 2014. The Company's principal executive offices are located at 1627 East Walnut Street, Seguin, Texas 78155.
Please direct all such proposals to the attention of the Company's Secretary.

Stockholders intending to present a proposal at the 2015 Annual Meeting, but not to include the proposal in our proxy
statement, or to nominate a person as a director, must comply with the requirements set forth in our By-Laws. The
By-Laws require, among other things, that such proposal must be submitted in writing to the Secretary of the
Company at our principal executive offices no more than 120 days and no less than 90 days prior to the anniversary of
the preceding year’s annual meeting. Therefore, the Company must receive notice of such a proposal or nomination for
the 2015 annual meeting no earlier than January 7, 2015 and no later than February 6, 2015. The notice must contain
the information required by the By-Laws, a copy of which is available upon request to our Secretary.

PROXY SOLICITATION

The cost of soliciting proxies by the Board of Directors will be borne by the Company. Proxies may be solicited
through the mail and through telephonic communications or meetings with stockholders or their representatives by
directors, officers and other employees of the Company who will not receive special compensation for these services.

The Company requests persons such as brokers, nominees and fiduciaries holding stock in their names for others, or
holding stock for others who have the right to give voting instructions, to forward proxy material to their principals
and to request authority for the execution of the proxy, and the Company will reimburse such persons for their
reasonable expenses.

OTHER MATTERS

No business other than the matters set forth in this Proxy Statement is expected to come before the Annual Meeting,
but should any other matters requiring a vote of stockholders arise, including a question of adjourning the Annual
Meeting, the persons named in the accompanying Proxy will vote thereon according to their best judgment in the
interests of the Company. If any of the nominees for office of director should withdraw or otherwise become
unavailable for reasons not presently known, the persons named as proxies may vote for another person in his/her
place in what they consider the best interests of the Company.

The Company is enclosing with this proxy a copy of the Company's Annual Report on Form 10-K including financial
statements and schedules thereto filed with the SEC for the year ended December 31, 2013. Any request for exhibits
should be in writing addressed to Corporate Secretary, Alamo Group Inc., 1627 East Walnut Street, Seguin, Texas
78155.

By Order of the Board of Directors
/s/ Robert H. George
Robert H. George
Secretary

March 17, 2014
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